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InA ppreciation of the Public Service of 


CLYDE L. SEAVEY 
1874-1943 


Through the untimelygdeath of Crypr L. Seavey, the Nation has 
lost one of its most devoted and unselfish public servants and the 
American people one of their truest friends. 

In a singular degree, He combined resolution and firmness in the 
advancement of his ideals with kindly consideration for everyone 
who aided in the performance of his public functions. All who were 
associated with him in any capacity will long remember his high 
idealism, his complete self-effacement and his rugged honesty both 
in word and deed. 

He was a leader among the regulatory officials of the United States 
in establishing the doctrine that every dollar appearing on the books 
of public utilities should represent a dollar of honest investment. As 
member and President of the California Railroad Commission and 
later as member and Chairman of the Federal Power Commission he 
strove quietly but effectively to make, this principle the law of 
the land. 

He was primarily responsible for drafting those sections of the 
Federal Power Act providing for Federal regulation of interstate 
electric utilities; for the determination of the original cost of utility 
properties; and for the establishment of a uniform system of accounts. 
And, within recent months through the repeated decisions of the 
highest courts, he had seen with satisfaction the realization of his 
objectives. All the people will reap the fruits of his toil. 

One of his outstanding characteristics was a sense of order— 
order in his personal life and in his work. Through his achievement 
in making effective a uniform system of accounts for the electric 
and natural gas utilities, he succeeded, as have few men in our 
generation, in impressing that orderliness on one of the great seg- 
ments of our national economy. The importance of this achievement 
is recognized today by all constructive interests in the field of invest- 
ment as well as by those concerned with the welfare of consumers. 

The impress of his sense of order, grounded in basic honesty, 
lives today not only in the field of utility regulation but also in 
other aspects of the administration of one of the great States which 
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compose the Union. As member of the State Board of Control, of 
the State Civil Service Commission and as Chairman of the State 
Tax Commission, his influence upon California’s fiscal and employ- 
ment policies still persists. 

His example of forceful but selfless public service should be known 
to every young man and woman entering public life. His passing 
marks the culmination of 40 years in the service of good government, 
in the course of which personal considerations never turned him 
from the path which he considered right. 
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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U. S. C. 
791-823). The Federal Power Commission was reorganized Jan- 
uary 1, 1931, as an independent Commission under the act approved 
June 23, 1930 (46 Stat. 797). By Title II of the Public Utility Act 
of 1935, approved August 26, 1935 (49 Stat. 838), the original Fed- 
eral Water Power Act was made Part I of the “Federal Power Act” 
and Parts II and III were added to that act. The Commission also 
administers the Natural Gas Act, approved June 21, 1938 (52 Stat. 
821, 15 U. S. C. 717-717W), and has certain duties under the Ten- 
nessee Valley Authority Act, approved May 18, 1933 (48 Stat. 1075), 
and amendments thereto; the Bonneville Act, approved August 20, 
1937 (50 Stat. 731), and other statutes, as well as under Executive 
Orders and Presidential directives. 

This volume, the third of a series, contains all of the formal opin- 
ions and accompanying orders of the Federal Power Commission 
rendered January 1, 1942 to September 30, 1943 inclusive: In addi- 
tion to the formal opinions, there have been included in an Appendix 
certain orders of the Commission selected as being in the nature of 
opinions, 
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IN THE MATTER OF 


UNITED GAS PIPE LINE COMPANY 


Application under Section 7 (b) of the Natural Gas Act for Permission for 
and Approval of the Removal and Relocation of Natural Gas Pipe Line 
Facilities as an Abandonment of Facilities 


G-216 
(Decided January 20, 1942) 
Syllabus 


1. Ina proceeding under section 7 (b) of the Natural Gas Act on an applica- 
tion for permission to abandon facilities, applicant, United Gas Pipe 
Line Company, found to be engaged in the transportation of natural gas 
in interstate commerce through its integrated pipe line system which 
traverses several States and in selling a very substantial portion of 
such gas in interstate commerce for resale for ultimate public con- 
sumption for domestic, commercial, industrial, and other use, and, there- 
fore, held to be a natural-gas company within the meaning of the Act. 
as 

2. Facilities utilized by applicant in interstate transportation of natural gas 
for delivery at city gates and sale of such gas under the provisions of 
existing rate schedules to a distributing company for resale are facilities 
subject to the jurisdiction of the Commission and their proposed removal 
would constitute an abandonment under section 7 (b) of the Natural 
Gas Act. P. 8. 

8. In order to justify the granting of permission to abandon facilities, the 
Commission must have before it evidence either, (a) “that the available 
supply of natural gas is depleted to the extent that the continuance of 
service is unwarranted,” or (b) “that the present or future public con- 
venience or necessity permit such abandonment.” P. 8. 

4. Since it has not been shown that the available supply has been depleted, 
sufficient facts must be presented to support a finding “that the present 
or future public convenience or necessity permit such abandonment.” 
P. 8. 

5. The expiration or termination of a contract to supply natural gas to a 
distributor by the distributor does not constitute grounds justifying 
abandonment of facilities. P. 9. 

6. Whether the applicant and the distributor are able, or are unable, to reach 
an agreement as to their differences on the “question of how long this 
service will be continued” pending the distributor’s connecting with a 
new supply of natural gas expected to be available sometime after No- 
vember 15, 1941, is not an issue to be determined in the present pro- 
ceeding. P. 10. 
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7. Applicant’s difficulty in obtaining its requirements of pipe for use in other 
parts of its interconnected system do not, in the light of the present 
record, justify an abandonment of facilities essential to rendering nat- 
ural gas service at city gates in order that such facilities may be removed 
and utilized elsewhere in its interconnected system. P. 10. 

8. Where facilities have been, by their actual use, dedicated to public service 
over a long period of years and have met the requirements of the com- 
munities served, neither the present nor the future public convenience 
and necessity would permit their abandonment until a showing is made 
that such use is no longer essential and the facilities are no longer 
utilized or that the available supply of natural gas is depleted to the 
extent that continuance of service is unwarranted. P. 10. 

C. Huffman Lewis and R. A. Shepherd for United Gas Pipe Line 

Company. 

George B. Pidot and J. W. Williams for Peoples Gas Company. 
Sam E. Green for the Railroad Commission of Texas. 
Edward H. Lange for the Commission. 


By THE Commission : 
OPprtnion AND Frxprnes 


This is a proceeding under section 7 (b)* of the Natural Gas Act. 
It had its inception with the filing on September 24, 1941, of an 
application by United Gas Pipe Line Company? for permission for 
and approval of the removal and relocation of certain natural gas 
pipe line facilities situated in and near Port Arthur, Port Neches 
and Nederland, Texas. 

Upon petition of the Railroad Commission of Texas to partici- 
pate in the hearing to be had on the said application and that such 
hearing be held at Port Arthur, Texas, the Commission entered its 
order on September 30, 1941, setting this matter for public hearing 
on October 21, 1941, at Port Arthur, Texas, and in said order also 
provided for the participation of the said Railroad Commission of 
Texas and other interested state commissions in the said hearing, 
under section 67.4 of the Provisional Rules of Practice and Regula- 
tions under the Natural Gas Act. Pursuant to the provisions of 
said order, and after appropriate notice had been given, a public hear- 
ing was had on October 21, 1941, at which hearing United presented 
its evidence and Peoples Gas Company,’ the gas distributing company 
at Port Arthur, Port Neches and Nederland, Texas, and environs 
submitted a petition for leave to intervene and was permitted to 
participate in the hearing subject to the action of the Commission upon 
said petition for intervention. By order, subsequently entered by the 





215 U. 8. C. 717f; 52 Stat. 824. 
® Hereinafter sometimes referred to as “United.” 
* Hereinafter sometimes referred to as “Peoples.” 
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Commission, the said petition for intervention was granted. An ap- 
pearance was also entered by the City Attorney of Port Arthur, Texas, 
but nothing was offered by said city, except a request that “the removal 
of the natural gas facilities now used in serving consumers in Port 
Arthur should not be permitted, except with the express proviso 
that the new facilities be first connected and service started there- 
from.” 

Pursuant to the Railroad Commission of Texas’ formal designation, 
the Director of Gas Utilities of that agency participated in said hear- 
ing as the representative of said commission. 

United is a corporation organized under the laws of the State of 
Delaware, with its principal office in Shreveport, Louisiana. It is 
authorized to do business in the states of Texas, Louisiana, Mississippi, 
Alabama, and Florida, and owns and operates an integrated natural 
gas transmission pipe-line system situated in the said states. It trans- 
ports natural gas in interstate commerce and sells such gas in inter- 
state commerce at various delivery points, or wholesale gates on its 
system for resale for ultimate public consumption for domestic, 
commercial, industrial, and other uses. 

On February 3, 1928, United’s predecessor company, Dixie Gulf 
Gas Company, entered into a written agreement with Peoples for 
the sale of natural gas to said Peoples at the city gates of Port Arthur, 
Nederland, and Port Neches, Texas, and environs, for resale. This 
agreement and subsequent additions and amendments thereto are on 
file with the Commission and are designated as United Gas Pipe Line 
Company rate schedule FPC No. 4 and supplements thereto. By its 
terms the said agreement as supplemented provides that it shall re- 
main in force and effect “until November 6, 1941, and thereafter until 
terminated by either party upon six months prior written notice to 
the other party”; it also provides, inter alia, that Peoples is given the 
option to purchase that portion of United’s pipe line and equipment 
situated within the city limits of Port Arthur and utilized in connec- 
tion with the delivery of natural gas in said city. 

Under date of April 30, 1941, Peoples notified United that the said 
agreement for the sale and delivery of gas would expire at 7 o’clock 
a. m. on November 6, 1941, and that thereafter its (Peoples) require- 
ments for natural gas would be supplied from another source; and on 
August 30, 1941, United filed with the Commission notice of the 
termination of said rate schedule as of November 6, 1941. This notice 
was followed by United’s filing of said application for permission to 
remove and relocate the natural gas pipe-line facilities utilized in 
rendering natural gas service to Peoples. 

During the month of October 1941, a number of communications 
were exchanged between Peoples and United, the general purport 
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of which is that owing to an unavoidable delay in the construction of 
a new line through which Peoples proposes to obtain its future supply 
of natural gas, Peoples is expecting United to continue deliveries 
after November 6, 1941, at contract rates and until Peoples can con- 
nect its facilities with said new source of supply. Notice was also 
given to United that Peoples is exercising its option under the said 
contract to purchase the portion of the facilities situated in the city 
limits of Port Arthur, Texas, at the terms as provided for in the 
said contract. United, while recognizing the right of Peoples to 
exercise said option, did not amend its application to that effect but 
advised Peoples that the contractual relationship existing between 
the parties would terminate November 6, 1941. 

At the hearing, United’s vice president and general manager testi- 
fied that if gas service to Peoples is discontinued by United, the pipe 
and other facilities described in the application and which are pres- 
ently utilized for delivery of gas at the town borders of Port Arthur, 
Port Neches, and Nederland, Texas, and environs will no longer be 
in use, and that the removal of such facilities will not in any manner 
disturb United’s deliveries of natural gas to oil refineries and other 
defense industries situated in that area since no portion of the facil- 
ities proposed to be removed are utilized in making deliveries to said 
industries; further, that if permission for the removal of said facil- 
ities is granted by the Commission, United proposes to utilize said 
pipe and equipment in other parts of its transmission system where it 
has recently experienced difficulty in obtaining such materials owing 
to other defense requirements. 

Exclusive of the pipe and equipment covered by Peoples’ option to 
purchase, the pipe which United proposes to remove is of various 
diameter sizes and if reduced to‘'a 10-inch equivalent would amount to 
approximately 20,000 lineal feet; United estimates the value of this 
pipe and the other facilities at approximately $58,000, and its net 
salvage value at approximately $28,000. This pipe has been in the 
ground about thirteen years, during which period about 400 lineal feet 
have been replaced with new pipe. United claims that if service to 
Peoples continues through the winter of 1941-1942, about 4,500 lineal 
feet of pipe (not within that covered by the said option) will prob- 
ably require repairs or replacement which it is estimated would cost 
approximately $10,000. While operation of facilities at a financial 
loss may be taken into consideration by the Commission in deter- 
mining whether public convenience and necessity will permit the 
abandonment of such facilities, United does not contend and there is 
no substantial evidence in the record that the facilities here involved 
are being operated at a financial loss. 














UNITED GAS PIPE LINE COMPANY 7 


Although United relied upon Peoples’ first notice of termination, 
it states that it does not desire to deprive the citizens of the said 
towns of a supply of natural gas and is willing to contract with 
Peoples to continue supplying the latter’s requirements for some defi- 
nite period of at least six months beyond November 6, 1941, but not 
for the indefinite period that Peoples is requesting. 

The parties have reached a deadlock concerning an extension of 
the time governing their contractual relations, because Peoples is 
unwilling to contract for its supply for as much as six months beyond 
November 6, 1941, claiming it is obligated to take its gas supply from 
its new supplier as soon as the construction of the new line is com- 
pleted which date of completion is presently uncertain. The facilities 
employed by United (and which are proposed to be removed) are the 
only facilities presently in place and available for service of natural 
gas to consumers in the said cities or towns and environs; there is no 
evidence that the available supply of natural gas for service to the 
said cities and environs is depleted, nor is there any evidence that the 
said facilities are being operated at a financial loss by United. 


JURISDICTION 


The application filed by United in this proceeding embodies a prayer, 
in the alternative, for a finding by the Commission (a) that the pro- 
posed removal of facilities does not constitute an abandonment of such 
facilities within the meaning of section 7 (b) of the Natural Gas Act; 
or (b) if held to be an abandonment of facilities under said section of 
the Act, that a public hearing be had as therein provided. 

The applicable provisions governing this proceeding are to be found 
in section 7 (b) of the Act, which section reads as follows: 

No natural-gas company shall abandon all or any portion of its facilities subject 
to the jurisdiction of the Commission, or any service rendered by means of such 
facilities, without the permission and approval of the Commission first had and 
obtained, after due hearing, and a finding by the Commission that the available 
supply of natural gas is depleted to the extent that the continuance of service 
is unwarranted, or that the present or future public convenience or necessity 
permit such abandonment. 

In the present proceeding it has been clearly shown that United 
engages in the transportation of natural gas in interstate commerce 
through its integrated transmission pipe line system which traverses 
the states of Texas, Louisiana, Mississippi, Alabama, and Florida 
and that it sells a very substantial portion of such gas for resale for 
public consumption for domestic, commercial, industrial and other 
uses and that, therefore, it is a natural-gas company within the meaning 
of the Natural Gas Act. 
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It has been further shown that the facilities which United desires 
to remove and relocate are being utilized by it in interstate transporta- 
tion of gas to the city gates of Port Arthur, Port Neches, and Neder- 
land and environs, where it sells such gas to Peoples * under the pro- 
visions of United Gas Pipe Line Company rate schedule FPC No. 4 
and supplements thereto for distribution and resale for domestic, com- 
mercial, industrial and other uses in said cities and towns, and en- 
virons. The said facilities are, therefore, subject to the jurisdiction 
of the Commission and their proposed removal would constitute an 
abandonment under said section 7 (b) of the Act. United’s prayer 
“that the Commission hold and rule that under the situation presented 
the proposed removal of said facilities is not an abandonment of facil- 
ities within the intent and meaning of section 7 (b) of the Natural 
Gas Act” is, therefore, denied. 


NATURE OF PROOF CONTEMPLATED BY THE STATUTE 


In order to justify the granting of the permission requested by the 
United, the Commission must have before it evidence upon which it 
may predicate the required statutory finding, either, (a) “that the 
available supply of natural gas is depleted to the extent that the con- 
tinuance of service is unwarranted,” or (b) “that the present or future 
public convenience or necessity permit such abandonment.” 

It has not been shown that the available supply of natural gas for 
service to Peoples has been depleted, and, consequently, the applicant 
must present facts sufficient to support finding “(b)” above, if per- 
mission is to be granted for the removal of any portion of the facilities 
in question. 

On the question of the present or future public convenience and 
necessity as to the abandonment of the named facilities, the record 
discloses that United and its predecessor company have supplied 
Peoples with the latter’s requirements of natural gas for distribution 
and resale in Port Arthur, Port Neches and Nederland, Texas, and 
environs since the year 1928; no other transporter presently owns or 
operates facilities for transportation or delivery of natural gas at the 
gates of said cities or towns.’ The consumers served by Peoples are 
presently dependent upon the supply of their requirements of natural 
gas through United’s facilities, and will continue to be so dependent 
not only until November 6, 1941, but for an indefinite period thereafter. 


* Under the provisions of said rate schedule FPC No. 4 and supplements thereto, United 
supplies Peoples with the latter's entire requirements of natural gas, for resale in the 
named cities or towns and environs. 

*The United States Census figures for the year 1940, of which the Commission takes 
judicial notice, give Port Arthur, Texas, a population of 46,140, and Port Neches, Texas, 
a population of 2,487; Nederland, Texas, is a small unincorporated community, the popu- 
lation figures of which are not listed separately in the Census records. 
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In the case of Abandonment of Part of Line by Boston & Maine 
R. R. Co., 105 I. C. C. 13, the Interstate Commerce Commission in 
denying an application for abandonment of certain railroad facilities 
stated (at pages 16 and 19): 

But irrespective of origin of an existing line people gather about it and create 
for themselves an interest in and a dependence upon it. Under these circum- 


stances abandonment brings about the kind of hardships with which it is so 
difficult todeal. * * * 

* * * the expense and hardship falling upon the community under this 
plan, not to mention the probable increase in transportation costs to the shipper 
or receiver of freight, particularly along the northerly portion of the line, would 
be disproportionate to the probable benefit that would accrue to the applicant 
from abandonment of service. Furthermore, * * * #é appears highly de- 


sirable to maintain the present facilities intact, at least until other satisfactory 
means of transportation for the entire route are assured. [Italics supplied.] 

Peoples’ notice of termination of contract as of November 6, 1941, 
and the subsequent posting of notice by United do not permit United 
to abandon the facilities utilized in serving Peoples at the aforesaid 
city gates and environs. It is apparent from the evidence that both 
Peoples, when it first notified United of the proposed contractual 
termination date, and United in relying upon said notice, acted in good 
faith and believed at the time that the contractual relations between 
themselves under the agreement of February 3, 1928, and the supple- 
ments thereto would actually terminate on November 6, 1941; how- 
ever, the expiration or termination of a contract does not constitute 
grounds justifying abandonment of facilities, nor would United be 
justified in assuming that, in the face of the mandatory provisions of 
section 7 (b) of the Act, either (a) the facilities, or (b) the service 
rendered by means of such facilities could be abandoned in the absence 
of approval of the Commission, after a hearing or hearings, and the 
production of requisite evidence justifying the finding or findings 
prescribed by the said section. Seaboard Air Line Railway Receivers’ 
Proposed Abandonment, 202 I. C. C. 548, 553.° 

Subsequent to the time of the giving of said notice of termination, 
Peoples claims it was informed by its new supplier of gas that the 
proposed pipe line that is to connect with Peoples’ distribution systems 
will not be completed until some time after November 15, 1941. 
Peoples failed, however, to offer any further evidence on the subject 
of its proposed new source of gas. 

Counsel for United in his opening statement frankly stated the posi- 
tion of his client, namely, that it “does not now and has never had any 


® See also the recent opinion of the Supreme Court in the case of Mlinois Natural Gas 
Company v. Central Illinois Public Service Company, 314 U. 8. 498, in which opinion the 
Court states: “Section 7 (b) prohibits the abandonment of the facilities of natural-gas 
companies without approval of the Commission.” 
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intention of depriving citizens of Port Arthur, Port Neches and Neder- 
land, Texas, of a supply of natura] gas” and that “it is willing to 
contract with the Peoples Gas Company to continue to supply it with 
natural gas for a definite period of reasonable duration.” 

Whether the United and Peoples are able, or are unable, to reach 
an agreement as to their differences on the “question of how long this 
service will be continued,”’ is not an issue to be determined in the 
present proceeding. Cf. Seaboard Air Line Railway, supra. 

The decision of the Interstate Commerce Commission in the Sea- 
board Air Line Railway case, supra, is cited, with approval, by the 
Supreme Court in its opinion in the case of Warren v. Palmer, 310 
U.S. 182. At*pages 137-138, the Court stated: 


Under the commerce clause of the Constitution Congress likewise has exer- 
cised its power to provide for the continued operation of interstate railroads 
such as petitioner.* The fact that the operator operates under a lease does not 
affect the force of the requirement that the operation must continue until a 
certificate permitting abandonment is issued by the Interstate Commerce Com- 
mission.’ [Italics supplied.] 

While the evidence here discloses that United is experienting some 
difficulty in obtaining its requirements of pipe for use in its system, 
and that, if permitted to remove the named facilities, it proposes to 
utilize them where required in other parts of the said interconnected _ 
system, such claimed requirements would not, in the light of the 
present record, justify an abandonment of facilities essential to ren- 
dering natural gas service at the city gates of the above-named towns 
and cities and their environs, 

The facilities desired to be removed have been, by their actual use, 
dedicated to public service over a long period of years and have met 
the natural gas requirements of the named communities; until a show- 
ing is made that such use is no longer essential and that these facilities 
are no longer being utilized in the supplying of natural gas service 
at the town borders of Port Arthur, Port Neches, and Nederland, 
Texas, and environs, or that the available supply of natural gas is 
depleted to the extent that the continuance of service is unwarranted, 
neither the present nor the future public convenience and necessity 
would permit their abandonment. Seaboard Air Line Ry., supra; 
Boston & Maine R. R. Co., supra; C. R. 1. & P. Ry. Co., ®2 1. ©. C. 
164; Penn. Ohio & Detroit R. R. Co., et al., 236 I. C. C. 490. 


‘Subsequent to the conclusion of the hearing herein, it was brought to the Commis- 
sion's attention that United and Peoples had entered into an agreement providing for the 
continuance of the contract of February 3, 1928, for the sale of gas by United to Peoples, 
without change in rate, for a certain limited period of time. 

* “Interstate Commerce Act, section 1 (18), as amended.” 

®©“Ct. Seaboard Air Line Railways Receivers’ Proposed Abandonment, 202 I. C. C. 543; 


* + 








UNITED GAS PIPE LINE COMPANY tl 
FINDINGS 


Upon consideration of the application filed herein by United, the 
petition in intervention filed by Peoples, the evidence of record ad- 
duced at the public hearing and the briefs filed, the Commission finds 
that : 

1. The applicant, United Gas Pipe Line Company, is a corporation 
organized under the laws of the State of Delaware and is authorized 
to do business in the states of Texas, Louisiana, Mississippi, Alabama, 
and Florida in compliance with the laws of those states; it is engaged 
in the business of transporting natural gas in interstate commerce 
and in selling natural gas.in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial and 
other uses and is, therefore, a natural-gas company within the mean- 
ing of the Natural Gas Act. 

2. Intervener, Peoples Gas Company, purchases its entire require- 
ments of natural gas at wholesale from United and distributes and 
resells such gas for domestic, commercial, industrial and other uses 
in Port Arthur, Port Neches, and Nederland, Texas, and environs. 

3. The natural gas sold by United to Peoples is produced in the 
states of Louisiana and Texas; the Louisiana-produced gas is trans- 
ported by United into the State of Texas where it is commingled in 
United’s transmission pipe lines with the Texas-produced gas and 
after having been so commingled is transported by United through 
the facilities proposed to be removed to the city gates of Port Arthur, 
Port Neches, and Nederland, Texas. 

4. The Commission has jurisdiction over United and the subject 
matter of its application for permission to remove certain of its 
pipe-line facilities described in said application filed in the present 
proceeding. 

5. The proposed removal of the natural gas pipe line facilities de- 
scribed in the applicution filed in this proceeding will, if made, be 
an abandonment of facilities within the meaning of section 7 (b) of 
the Natural Gas Act. 

6. The facilities proposed to be removed are the only facilities of 
that nature presently available at the town borders of Port Arthur, 
Port Neches, and Nederland, Texas, and the environs of said com- 
munities for the rendering of natural gas service to a distributor, or 
distribution for resale in the said area. 

7. The removal of the facilities described in the application would 
deprive consumers of natural gas in the said communities and en- 
virons of natural gas service presently supplied solely through the 
utilization of said facilities for an indefinite period of time, since no 
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substitute facilities for rendering natural gas service to said con- 
sumers are presently in place, or available. 

8. The United has failed to sustain the burden of proof” to show 
that the available supply of natural gas is depleted to the extent that 
the continuance of service is unwarranted, or that the present or 
future public convenience or necessity permit the abandonment of 
the named facilities. 

An order will be entered in accordance with this opinion. 

Basti Man ty. 

Craupve L. Draper. 

Joun W. Scorr. 
Curve L. Seavey. 


Order denying application for permission to abandon certain facilities 
United Gas Pipe Line Company 
(G-216) 


Upon consideration of the application filed in this proceeding by 
United Gas Pipe Line Company for an order of the Commission per- 
mitting the removal and relocation of certain natural gas pipe line 
facilities, the petition requesting and the order granting permission to 
Peoples Gas Company to intervene, the evidence of record, the briefs 
filed, and having on this date made and entered its opinion in this 
matter containing its findings of fact and conclusions therefrom, 
which opinion, findings and conclusions are hereby referred to and 
made a part hereof; 

The Commission orders that: 

Said applicant, United Gas Pipe Line Company, be and it is hereby 
denied permission, or authority to remove, or abandon the natural gas 
pipe line facilities described in the aforesaid opinion. 


% The occasion prompting the filing of the present application is similar to that in 
Seaboard Air Line Railway, supra, in which proceeding the Interstate Commerce Com- 
mission denied the application, stating at page 553: 

“It is clear from the record that the present application is a result of the failure of 
the parties to agree on the terms or formula on which the applicants would operate the 
line; that if they could agree on the terms the applicants would be willing to continue its 
operation; °* * * 

“The burden of proof rests upon the applicants. It has not been shown that the opera- 
tion has resulted or will result in a loss to the applicants, thereby constituting a burden 
upon the applicants and upon interstate commerce; it is clear from the record that the 
public convenience and necessity represented by the interest of the communities served 
require the continued operation of the line; * * *.” [Italics supplied.] 





IN THE MATTERS OF 
ST. CROIX FALLS MINNESOTA IMPROVEMENT COMPANY 
AND 
ST. CROIX FALLS WISCONSIN IMPROVEMENT COMPANY 


Proceeding re Reclassification of Electric Plant Accounts of Public 
Utilities 
IT-5669, IT—5670 
(Decided February 17, 1942) 


Syllabus 


1. Construction contracts entered into between operating public utilities and 
a construction company are contracts between affiliated companies and 
not entered into at arm’s-length where the public utilities and the con- 
struction company are controlled by the same ultimate parent, through 
the latter’s control by the use of proxies, as well as by other means, of a 
majority of the outstanding voting stock and control of officers and 
directors of the operating public utilities’ parent company and complete 
ownership of the construction company. It is well known, moreover, 
that corporate control may be exercised through the medium of direct 
ownership of considerably less than a majority of voting stock. P. 20. 

2. The fees paid the construction company by the affiliated operating utilities 
clearly represented profit to the construction company and hence to the 
parent company. Had the operating utilities themselves done the con- 
struction involved, no profit thereon could have been recorded as cost of 
their electric plant. Intercompany profit is not a proper part of the 
cost of electric plant account of the operating utilities, but instead repre- 
sents write-ups or inflation properly includible in Account 107. P. 20. 

8. The amounts recorded in Account 107 for the above items should be dis- 
posed of by an immediate charge-off to the earned surplus accounts of the 
respective companies. P. 22. 

4. Fees paid by accounting utilities to a management company under common 
control for engineering and supervision services in connection with the 
acquisition of property, where there is no evidence any services were in 
fact rendered, should be removed from Account 100.5, electric plant 
acquisition adjustments, by a charge to Account 271, earned surplus. 
P. 23. 

5. Interest during construction where no plant was constructed but the 
plant was already in operation on acquisition should not have been 
capitalized. It was ordered removed from Account 100.5 by a charge to 
earned surplus. P. 24. 
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6. Amounts in Account 100.5, electric plant acquisition adjustments, should 
either be charged off immediately as in the case of fictitious or paper 
increments (American Telephone and Telegraph Company v. United 
States, 299 U. 8S. 232, 240), or spread over a reasonable period of time, 
if proper public utility accounting practices are to prevail. P. 24. 

7. In determining a reasonable period over which to amortize amounts prop-. 
erly includible in Account 100.5, consideration should be given, among 
other things, to the circumstances and facts appertaining to the acquisi- 
tion, the length of time the amounts have been on the books, previous 
disposition of, or provision for, any amounts entered therein, and the 
financial condition of the company. P, 25. 

8. In view of the fact that the amount has been lodged in the accounts for 18 
years without provision for writing off in accordance with good ac- 
counting practices, an amortization period of 5 years, beginning with the 
year 1942, is not unreasonable. P. 25. 

9. The excess of corporate cost over original cost of acquired properties 
should be disposed of by amortization over not more than five years by 
annual charges to Account 537, miscellaneous amortization. P. 25. 

10. A credit acquisition adjustment arising from an excess of original cost 

over purchase price of acquired property included in Account 100.5, 

should be disposed of by crediting Account 250, reserve for depreciation 

of electric plant. P. 25. 


A. Louis Flynn by Helmer Hansen and A. William Groth for St. 
Croix Falls Minnesota Improvement Company and St. Croix Falls 
Wisconsin Improvement Company. 

George Slaff and Reuben Goldberg for the Federal Power Commis- 
sion. 

Asel R. Colbert for the Public Service Commission of Wisconsin. 
By THE CoMMISSION : 

OPrInIon 


This proceeding arises under the Federal Power Act and relates 
to the Uniform System of Accounts for public utilities and licensees 
prescribed by the Federal Power Commission and to accounting en- 
tries to be made in the books of respondents * pursuant to this system. 

The proceeding was commenced upon our orders to the respondent 
companies to show cause why certain proposed entries in their re- 
classification studies, submitted pursuant to Electric Plant Instruc- 
tion 2-D? of our Uniform System of Accounts, should not be ad- 


1 We shall refer to St. Croix Falls Minnesota Improvement Company sometimes as “the 
Minnesota Company” and to St. Croix Falls Wisconsin Improvement Company as “the 
Wisconsin Company.” We shall sometimes refer to the two companies as “respondents” 
or “the St. Croix Companies.” 

* “Not later than 2 years after the effective date of this system of accounts, each utility 
shall have completed the studies necessary for classifying its electric plant as of the effec- 
tive date of this system of accounts in accordance with the accounts prescribed herein and 
it shall submit to the Commission the entries it proposes to make to carry out the provi- 
sions of this instruction. It shall submit also a comparative balance sheet showing the 
accounts and amounts appearing in its books as of the effective date of this system of 


accounts and the accounts and respective amounts as of the same date after the prop »ed 
entries shall have been made.” 
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justed to conform to recommendations previously made by our staff 
and served upon the respondents and why disposition should not be 
made of amounts established m account 100.5, electric plant ac- 
quisition adjustments, and 107, electric plant adjustments. Hearings 
were held March 31, 1941 to April 5, 1941, inclusive. 


JURISDICTION OF THE FEDERAL POWER COMMISSION 


The facts show, and it is conceded for purposes of this proceeding, 
that respondents own and operate facilities used in the transmission 
and sale of electric energy at wholesale in interstate commerce, and 
they are therefore public utilities within the meaning of that term 
as used in the Federal Power Act. 


THE ISSUES INVOLVED 


On November 20, 1939, St. Croix Falls Minnesota Improvement 
Company and St. Croix Falls Wisconsin Improvement Company, 
sometimes hereinafter referred to as the “St. Croix Companies,” sub- 
mitted purported reclassifications of their electric plant accounts as 
of January 1, 1937, including proposed adjusting entries. Under 
similar requirements of the Public Service Commission of Wiscon- 
sin, the St. Croix Falls Wisconsin Improvement Company filed an 


identical reclassification study with that Commission. 

In its reclassification and original cost studies filed with the Fed- 
eral Power Commission, Minnesota Company reclassified the amount 
of $1,866,711.62 in Account 100.1, electric plant in service, and $12,- 
954.10 in Account 100.5, electric plant acquisition adjustments. 

The adjustments reflected by the Minnesota Company in its studies 
resulted in the reduction of its electric plant accounts by a net amount 
of $654,535.83. 

The Wisconsin Company in its reclassification and original cost 
studies reflected the amount of $1,569,835.91 in Account 100.1, $211.69 
in Account 100.5, and $654.65 in Account 110, other physical property. 
The adjustments reflected by the Wisconsin Company reduced its 
electric plant and other physical property accounts by a net amount 
of $487,172.95. 

A report on the examination of the respondents’ original cost studies 
was prepared by the Commission’s staff after a field examination and 
served upon the St. Croix Companies on June 14, 1941, with a written 
request that they adjust their proposed reclassifications to conform 
therewith. The staff proposed in such report that the Minnesota 
Company submit plans of disposition for an amount of $15,790.96 
included in Account 100.5, electric plant acquisition adjustments, and 

582231—44—vol. 32 
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an amount of $57,727.04° included in Account 107, electric plant 
adjustments. The Wisconsin Company was requested to submit dis- 
position plans for the amount of $211.69 in Account 100.5, electric 
plant acquisition adjustments, and the amount of $42,446.94 * included 
in Account 107, electric plant adjustments. The St. Croix Companies 
declined to make all the adjustments in the staff report and failed to 
present plans for disposing of the above-mentioned amounts. 

There are three.main issues involved in this proceeding : 

(1) Whether the profits of an affiliated company resulting from 
construction work done for an operating utility represent cost of the 
utility’s property, or write-ups includible in Account 107. 

(2) The disposition of amounts established in Account 107. 

(3) The disposition of amounts established in Account 100.5. 


AFFILIATED COMPANY PROFITS 


We turn first to the problem of whether the construction profits of 
an affiliated company represent cost of a utility company’s property.* 

The Minnesota Company and the Wisconsin Company were caused 
to be organized in 1903 by the Minneapolis General Electric Company, 
“or by parties in control of that company,” and both companies were 
and are wholly owned subsidiaries of Minneapolis General Electric 
Company. 

As of February 1904 Stone & Webster, a partnership with wide 
utility holdings, owned of record 2,789 shares, or 11.1%, of the total 
outstanding voting stock of Minneapolis General Electric Company, 
and on January 1, 1906, owned, of record, 2,981 shares, or 11.9%, of 
such stock. Moreover, a considerable number of shares of such stock 
were then held by persons affiliated with, employed by, or related to 
Messrs. Stone and Webster. During 1905, 1906, and 1907, Stone & 
Webster had management contracts with Minneapolis General Electric 
Company for the management of the latter’s property. 


* These amounts were thereafter revised, as will be hereinafter pointed out. 

* We use the term “affiliated company” as synonymous with the term “associated com- 
pany” as defined in our system of accounts. The pertinent definitions are contained in 
definition 5 of the Uniform System of Accounts : 

“A. ‘Associated companies’ means companies or persons that, directly or indirectly, 
through one or more intermediaries, control, or are controlled by, or are under common 
eontrol with, the accounting company. 

“B. ‘Control’ (including the terms ‘controlling,’ ‘controlled by,’ and ‘under common 
control with’) means the possession, directly or indirectly, of the power to direct or cause 
the direction of the mafagement and policies of a company, whether such power is exer- 
eised through one or more intermediary companies, or alone, or in conjunction with, or 
pursuant to an agreement, and whether such power is established through a majority or 
minority ownership or voting of securities, common directors, officers, or stockholders, 
voting trusts, holding trusts, associated companies, contract, or any other direct or indirect 
means.” 
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Between June 26, 1901, and-January 19, 1904, the executive commit- 
tee of the Board of Directors of Minneapolis General Electric Com- 
pany consisted of Messrs. E. S. Webster, C. A. Stone, and H. K. White. 
Messrs. Stone and Webster were the original and senior partners in 
the firm of Stone & Webster. Subsequent to January 19, 1904, through 
October 22, 1906, the executive committee was composed of E. S. 
Webster, H. K. White, and Henry G. Bradlee. Bradlee held an im- 
portant position with Stone & Webster. The meetings of the execu- 
tive committee of Minneapolis General Electric Company were 
regularly held in the offices of Stone & Webster in Boston. Article 11 
of Minneapolis General Electric Company’s Articles of Incorporation 
provided : 

The board of directors shall have the entire management of the business of 


the corporation * * *. The board of directors is hereby vested with all the 
powers of the corporation itself. 


Article 12 provided that the 


* * * executive committee * * * shall have and may exercise the 
powers of the board of directors in the management of the business and affiairs 

of the corporation. 

The executive committee declared dividends, authorized the execu- 
tion of contracts, designated depositories, authorized purchases of 
bonds, the lending of funds, and otherwise exercised executive control 
over the affairs of the corporation between meetings of the Board of 
Directors.° 

During 1905 a majority of the entire Board of Directors, and all 
but one of the directors who actually attended and participated in the 
meetings of the board, held positions of varying importance in the 
firm of Stone & Webster. All meetings held during that year were 
held in the office of Stone & Webster in Boston. 

Columbia Improvement Company was a construction company 
wholly owned by Stone & Webster. It was characterized by one’ of 
respondents’ witnesses as the “construction division” of Stone & 
Webster. 

On April 1, 1905, a joint agreement was caused to be entered into 
between the Minnesota Company and the Wisconsin Company and 
Columbia Improvement Company providing for the construction by 
Columbia Improvement Company of a hydroelectric plant on behalf 
of the two companies on the St. Croix River. The Minnesota and 
Wisconsin Companies agreed to pay Columbia on a cost-plus basis, 


5 At a meeting of the executive committee held on August 28, 1903—attended by Messrs. 
Stone and White—Lee, Higginson and Company and Stone & Webster were designated 
depositories of the company. It was ordered that all checks were to be countersigned by 
Stone & Webster. The designation was withdrawn February 16, 1905. 
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i. e., “a sum equal to the actual cost to the Contractor [Columbia] of 
such work * * * and in addition thereto the sum of Eighty 
Thousand Three Hundred and Twenty Dollars ($80,320.00).” This 
fee of $80,320 amounted to approximately 10% of the estimated cost 
of the work exclusive of the fee. The contract also provided for pay- 
ment by the Wisconsin and Minnesota Companies to Columbia of cost 
plus 10% for work done but not included in the general specifications. 

On May 1, 1905, a contract was caused to be entered into between 
the Minnesota Company and Columbia for the construction of a 
transmission line between the hydro plant and Minneapolis, Minne- 
sota. The Minnesota Company agreed to pay Columbia, in language 
identical with that of the plant construction contract, the actual costs 
of construction to Columbia plus the sum of $27,390, which latter 
amount was also approximately 10% of the estimated cost of the 
transmission line exclusive of the fee. This contract likewise provided 
for payment by the Minnesota Company to Columbia of cost plus 
10% for work done but not included in the general specifications. 

The contract for the construction of the hydro project was signed 
on behalf of the Minnesota and Wisconsin Companies by Charles F. 
Wallace as president of both and Henry B. Hayes as secretary of both. ° 
The contract for the construction and equipment of the transmission 
line was signed on behalf of the Minnesota Company by Charles F. 
Wallace as president. In 1901, Wallace was chief engineer of Stone & 
Webster. Later he was assigned to more general duties, among which 
was “helping the Columbia Improvement Company.” From May 12, 
1903 to October 7, 1907, during which time he entered into the contracts 
with Columbia on behalf of the Minnesota and Wisconsin Companies, 
Wallace was also a director and from March 2, 1906 to October 1907, 
he was president of Columbia. 

In 1901, Hayes was employed in the legal department of Stone & 
Webster. Respondents’ witness testified that Hayes was a “semi-key 
man” at that time who later became a “key man” in the Stone & Webster 
organization. Stone & Webster assigned to Hayes the duty of secre- 
tary of Minneapolis General Electric Company, which office he assumed 
in May 1908. From May 16, 1903 until December 20, 1905, during 
which time the contracts between the Minnesota and Wisconsin Com- 
panies and Columbia were entered into, Hayes was a director of 
Columbia and from May 12, 1908 until March 30, 1906, he was also 
secretary of Columbia. 

Of the total fees paid by the St. Croix Companies to Columbia over 
and above the cost of construction of the hydro plant and the trans- 
mission line, there still remains in the plant accounts of the companies 
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$81,471.67 ° which, it is contended by the Commission’s staff, repre- 
sents construction profits to an affiiated company and therefore may 
not be included within the plant accounts but must be established in 
Account 107, electric plant adjustments. 

It is contended by respondents essentially that Columbia and the 
St. Croix Companies were not affiliated companies, since Stone & 
Webster did not control the two latter companies, and that the amounts 
paid by these companies to Columbia were fair and reasonable and 
should be included in the plant accounts. 

Thus, there is sharply posed the problem of whether or not the 
contracting companies were affiliated or associated companies and, if 
so, whether construction profits diverted by a holding company from 
an operating company through the medium of an affiliated construc- 
tion company may be considered part of the cost of the plant of the 
operating company. 

The answer seems quite clear. To hold that the St. Croix Com- 
panies were not controlled by Stone & Webster would be to ignore 
the factual realities which are strikingly apparent in the record. It 
is well known that corporate control may be exercised through the 
medium of ownership of considerably less than a majority of the 
vating stock. The officers and directors of respondents’ immediate 
parent company were the designees of Stone & Webster. Stone & 
Webster controlled by the use of proxies, as well as by other means, 
a majority of the outstanding voting stock of respondents’ parent. 
Such stock was voted for officers and directors designated by Stone 
“& Webster. Employees of Stone & Webster were officers and direc- 
tors of the respondents themselves at the time that the respondents 
were entering into the contract for the construction of the hydro 
project and transmission line with Stone & Webster’s alter ego, Co- 
lumbia. The same employees were at the same time also officers and 
directors of Columbia. If ever there was a case of the right hand 
dealing with the left it certainly existed in the contracts between the 
St. Croix Companies and Columbia.’ 

Respondents’ witness, Blough, formerly chief accountant for the 
Securities & Exchange Commission, stated on cross-examination that 
on the basis of the foregoing facts it was “pretty conclusive evidence 


*Of this combined amount, it is agreed that $53,520.34 is applicable to the Minnesota 
Company and $27,951.33 to the Wisconsin Company. The difference between $107,710 
(the total amount of the Columbia fees) and $81,471.67 is brought about by the deduction 
of previously undiscovered costs on the bocks of Columbia and by the retirement from 
plant, since the time of original construction, of certain units of property with which 
were associated a portion of the fees paid to Columbia. 

7Cf. Paton and Littleton, An Introduetion to Corporate Accounting Standards, Ameri- 
ean Accounting Association (1940) p. 27. 
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that there was not arm’s-length dealing” between Columbia and the 
St. Croix Companies. 

We have no hesitation in finding on the basis of all the evidence 
in the record that the contracts entered into between the St. Croix 
Companies and Columbia were contracts between affiliated companies 
not entered into at arm’s-length, both companies being controlled by 
the same ultimate parent, Stone & Webster, and that all profits accru- 
ing to Columbia by virtue of its contract with the St. Croix Companies 
passed to Stone & Webster because of the complete ownership of 
Columbia by the latter. 

The evidence discloses that the fees paid Columbia by the St. Croix 
Companies represent a profit to Columbia over and above the cost 
of construction. As heretofore shown, the construction contracts 
provided that there was to be paid to Columbia by the St. Croix 
Companies all costs incurred in the construction of the hydro plant 
and the transmission line and in addition thereto flat fees which 
came to approximately 10% of the estimated cost. Examination of 
the books of Columbia by the staff of the Commission shows that 
Columbia was reimbursed by the St. Croix Companies for all costs 
incurred in connection with this construction. 

It is respondents’ contention that there was not recorded upon 
Columbia’s books all the costs of construction. These alleged un- 
recorded costs are spoken of in terms of broad generalities and ap- 
parently consist of general advice, etc., rendered by personnel of 
Stone & Webster to Columbia. It is conceded on cross-examination, 
however, by respondents’ witness who testified on this subject, that 
as far as the books of Columbia were concerned the amount stated 
by the Commission’s staff to represent profit to Columbia on the con- 
struction does represent the profit of that company under the con- 
tracts. 

There is no tangible evidence that any costs were incurred in the 
construction of this property other than those paid for by the St. 
Croix Companies. On the contrary, the evidence is clear that all 
such costs incurred in this construction were paid for by them. The 
fees paid by the St. Croix Companies to Columbia clearly represent 
profit to Columbia on the construction which, of course, is another 
way of saying profit to Stone & Webster, the wholly owning parent 
of Columbia. 

It is fundamental that a regulatory body in dealing with accounting 
matters should not permit to be done indirectly what may not be done 
directly. The substance, rather than the form of the transaction, con- 
trols. Had the St. Croix Companies themselves done the construction 
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involved, it is conclusively established that no profit thereon could 
have been recorded as cost.* 


It is impossible and unrealistic to attempt to determine whether 
profits paid to an affiliated construction company are “reasonable” 
profits, as respondents sought to establish in this matter.° Compar- 
ison of over-all cost, including the affiliated company’s profit, with 
what might have been cost if actual competition for the work had 
existed and if the work had been done by a non-affiliated construction 
company is sheer speculation. As we pointed out Jn the Matter of 
Louisville Hydro-Electric Company, 1 ¥F. P. C. 130, 139: 


Where there is common control it is not sufficient merely to show that the 
prices are no higher or are even less than obtainable elsewhere, for such evidence 
was offered in Western Distributing Co. v. Public Service Commission of Kansas, 
supra (298 U. 8S. 119), and held insufficient to prove the reasonableness of a 
charge. * * * In-Smith v. Illinois Beil Telephone Co., supra, the court, 
because of the interrelationship, demanded to know the cost to the holding com- 
pany of the services rendered as a factor in the determination of the reasonable- 
ness of the fee paid. And in the Western Distributing Co. case the court clearly 
placed the burden of proof as to this cost upon the utility. This would seem 
definitely to exclude market value as a measure for the service rendered, for 
manifestly market value is not cost. 

Furthermore, there can be no such thing as “market value” under the circum- 
stances in the instant case. Here the Byllesby Service Co. has the exclusive 
and monopolistic control of the construction and service work of the companies 
of the system. It can calculate on its volume of business, can rationalize its 
activities, can economize in volume purchasing, and otherwise effect economies 
which might not be available to an independent contractor bidding in a free 
market, In the very nature of things the Byllesby Service Co. was doing business 
in a closed market. Having destroyed the open market, insofar as the services 
here involved are concerned, it cannot be heard to appeal to the standard of an 
open market by which to measure its charge for services to its affiliate. 


This is grounded in the principle that a trustee ought not to make 
a profit dealing with a trust. There is no doubt that the relationship 
of Stone & Webster to respondents was essentially a fiduciary relation- 
ship. The rule which we follow is, in the words of the Supreme Court, 
“founded in soundest morality,and * * * in the soundest business 
policy.” Geddes v. Anaconda Mining Company, 254 U. S. 590, 599, 
See also: Twin-Lick Oil Company v. Marbury, 91 U. S. 587, 588; 
Wardell v. Railroad Company, 103 U. S. 651, 658; Woodstock Iron 
Co.v. R. & D. Extension Co., 129 U. S. 643, 656-7. 


5 As we said In the Matter of Alabama Power Co., 1 F. P. C. 25, 39: “There is no ques- 
tion that, if licensee had itself constructed this project, it could have claimed no profit 
upon its cost as a part of its fixed-capital structure.” 

* Examination of the testimony of the two witnesses who testified on this matter for 
the respondents discloses how untrustworthy such testimony is. 
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What we enunciate here is no new principle either of law or of sound 
aecounting. ‘With respect to the respondent companies and other 
public utilities, it must be remembered that the very nature of their 
business has rendered them subject from their very inception to regula- 
tion by governmental authority. Munn v. /Ilinois, 94 U. S. 118, 133. 
The fact that governmental regulation of respondents was not exer- 
cised until after the time when the contracts involved were entered 
into is of no consequence. Chicago B. & Q. RR. Co. v. Iowa, 94 U.S. 
155, 162. 

We therefore find that the profits to Columbia Improvement Com- 
pany from construction work performed for the respondents are not 
a proper part of the cost of electric plant of those companies, but 
instead, represent write-ups or inflation properly includible in Account 
107. Accordingly, the remaining amount of such profit, to wit, 
$53,520.34 in the plant accounts of St. Croix Falls Minnesota Improve- 
ment Company, and the remaining amount of such profit, to wit, 
$27,951.33 in the plant accounts of St. Croix Falls Wisconsin Improve- 
ment Company should be removed from Account 100.1, electric plant 
in service, and established in Account 107, electric plant adjustments, 
of the respective companies. 



















DISPOSITION OF AMOUNTS IN ACCOUNT 107, ELECTRIC PLANT ADJUSTMENTS 


We have heretofore found that the profits realized by Columbia 
Improvement Company on construction work performed for the re- 
spondents do not represent valid costs of respondents’ electric plant 
and are, therefore, properly classifiable, pending disposition, in Ac- 
count 107, electric plant adjustments. The nature of these items is 
such that they have no place in respondents’ plant accounts. Consid- 
eration of all the evidence shows that the amounts recorded in Account 
107 for these items should be disposed of by an immediate charge-off 
to surplus. We, therefore, find that the amounts of $53,520.34 appli- 
cable to the Minnesota Company and $27,951.38 applicable to the Wis- 
consin Company should be disposed of by the respondents by charg- 
ing such amounts to the earned surplus accounts of the respective 
companies. 

DISPOSITION OF AMOUNTS IN ACCOUNT 100.5 


The Minnesota Company classified the amount of $15,790.96 in 
Account 100.5, electric plant acquisition adjustments. This amount 
consists of a debit item of $17,410.71 arising out of the acquisition of 
the properties of Sunrise Milling and Electric Company, and a credit 
item of $1,619.75 arising out of the acquisition of a transmission line 
from the Minnesota Agricultural Society. Account 100.5 provides, 
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among other things, that the amounts recorded therein with respect 
to each property acquisition “shall be depreciated, amortized, or 
otherwise disposed of, as the Commission may approve or direct.” 

Sunrise Milling and Electric Company—On April 21, 1923, the 
Minnesota Company purchased, as of June 30, 1923, the electric prop- 
erties of the Sunrise Milling and Electric Company which included 
a small hydroelectric plant situated on the Sunrise River and small 
distribution systems in three neighboring villages, together with an | 
interconnecting transmission line. The amount recorded in the plant 
account in respect to the acquisition was $99,604.86, consisting of the 
purchase price of $89,993.50, expenses incidental to the acquisition 
of $644.80, and alleged overheads in the amount of $8,966.56. These 
overheads consisted of a 714% fee, $6,803.37, paid to the Byllesby 
Enigneering and Management Corporation for alleged engineering 
services, a 214% fee, $1,655.85, paid to the same corporation as a 
supervision charge, and an amount of $507.34 labelled interest during 
construction. It was stipulated by the respondents that in 1921, 1922, 
and 1923, the St. Croix Companies and the Byllesby Engineering and 
Management Corporation were under common control. 

The Minnesota Company submitted the sum of $82,194.15 as the 
estimated original cost of these properties. For the purpose of re- 
classification of the respondents’ accounts, this amount was accepted 
by our staff. The difference between the total amount entered in the 
books in respect to the acquisition ($99,604.86) and the estimated 
original cost thereof ($82,194.15), or $17,410.71, was established by 
the company in Account 100.5, electric plant acquisition adjustments. 

We take up, first the 714% and 214% fees paid by the Minnesota 
Company to the Byllesby Engineering and Management Corpora- 
tion allegedly for engineering and supervision services in connection 
with the acquisition of the Sunrise properties. The amount in ques- 
tion is $8,459.22 ($6,803.37 plus $1,655.85). 

As we have pointed out, the St. Croix Companies and the Byllesby 
Engineering and Management Corporation were under common con- 
trol at the time the fees were entered in the plant account. There 
is no evidence in the record that any services were rendered to the 
Minnesota Company by the Management Corporation in connection 
with this acquisition. Respondents’ assistant secretary, assistant 
treasurer, and general auditor testified that he did not know of any 
specific services that were rendered by the Management Corporation 
in connection with this acquisition. No other witness for respond- 
ents testified to any such services. 

It appears that it was the practice to add these percentage fees to 
all local construction work orders as a matter of course: Since the 
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cost of acquiring the Sunrise property was accounted for through a 
local work order, the fees were automatically added. 

We find that no services were rendered by the Management Cor- 
poration in connection with this acquisition, and that the amount of 
$8,459.22, representing fees of the Byllesby Engineering and Manage- 
ment Corporation in connection with this acquisition, should be re- 
moved from Account 100.5,!° electric plant acquisition adjustments, 
by a charge to Account 271, earned surplus. 

In the same connection there was capitalized at the time of the 
acquisition of the Sunrise property an item of interest during con- 
struction amounting to $507.34. No plant was constructed, rather the 
plant was already in operation; hence, interest should not have been 
capitalized. The amount of. $507.34 should, therefore, be removed 
from Account 100.5,° by a charge to Account 271, earned surplus. 

Eliminating the foregoing amounts totaling $8,966.56 from the 
amount of $17,410.71 classified in Account 100.5 leaves a balance of 
$8,444.15 properly includible in that account. We come now to the 
disposition of this latter amount. 

Except for fictitious or paper increments, which should be charged 
off at once (American Telephone and Telegraph Company v. United 
States, 299 U. S. 232, 240), provision in advance of retirement should 
be made. In fact, such provision is mandatory under our, and most, 
if not all, systems of accounts. In practice, tangible plant assets are 
generally depreciated, whereas intangible assets are amortized. Ac- 
cordingly, amounts in Account 100.5 should either be charged off 
immediately or spread over a reasonable period of time, if proper 
public utility accounting practices are to prevail.” 

The Company claims the amount in question represents the cost of 
tangible property (in its original filing the company claimed the 
amount represented the cost of intangibles), whereas the Commis- 
sion’s staff contends the amount is associated with intangibles. As 
stated above, tangible fixed assets are generally subject to depreciation 
accounting and intangibles to amortization accounting. As Mr. Justice 
Cardozo pointed out in the American Telephone & Telegraph Com- 
pany Case, supra, “The label is unimportant whether depreciation or 
amortization, if the substance of allowance is adequately preserved.” 
Our system of accounts provides for amortization. We will adhere to 
that form. 


* The amounts of $8,459.22 and $507.34 should have been reclassified in Account 107 
rather than in Account 100.5. The amounts in effeet are write-ups which come within 
the scope of Account 107. Inasmuch as we order an immediate disposition, we do not 
require that the amounts be first transferred from Account 100.5 to Account 107. 

™ Cf. Herrin Transportation Co., 25 M. C. C. 710, 712; Buckingham Transportation Co., 
of Colorado, Inc.,-25 M. C. C. 667, 670; Mason and Dizon Lines, Inc., 86 M. C. C. 475, 481; 
Cow Transportation Co., 86 M. C, C. 515, 520. 
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Our problem then, in brief, is to determine a reasonable period 
over which to amortize the amounts properly includible in Account 
100.5. In determining a reasonable period, consideration should be 
given, among other things, to the circumstances and facts appertain- 
ing to the acquisition with which the amounts are associated, the 
length of time the amounts have been in the books, the previous dis- 
position of, or the provision for, any amounts originally entered there- 
in, and the financial condition of the company. 

In the instant case the amount we are considering has not been 
diminished since it was recorded in the books. The amount has already 
been lodged in the accounts for a period of eighteen years. If the 
company had followed good accounting practices, it would have by 
this time made a substantial, if not complete, provision for writing off 
the amount in question. Under the circumstances, an amortization 
period of five years, beginning with the year 1942, is not unreasonable, 
and we so find. 

There are two accounts in our Uniform System of Accounts for pub- 
lic utilities and licensees to which the amortization charges could be 
made, namely, Account 505, which is in the operating section of the in- 
come statement, and Account 537, whch is in the final or income de- 
duction section. We are not here called upon to determine whether 
the amortization charges represent operating expenses in the fixing 
of rates. We are now only concerned with the classification of amor- 
tization charges. It is our opinion that such charges should be made 
to Account 537, miscellaneous amortization. 

We conclude that the sum of $8,444.15, excess of corporate cost over 
original cost of the properties acquired from the Sunrise Milling and 
Electric Company and established in Account -100.5 should be disposed 
of by amortization over a period not to exceed five years by annual 
charges to Account 537, miscellaneous amortization. 

Acquisition of transmission line by Minnesota Company.—With 
respect to the acquisition by the Minnesota Company of a transmission 
line from the Minnesota State Agricultural Society, it appears that 
the original cost thereof was $2,715.93 while the purchase price was 
$1,096.18. As a result of this transaction there arose a credit acquisi- 
tion adjustment of $1,619.75. The full amount of $2,715.93 is, of 
course, recorded in Account 100.1 and it was recommended by a wit- 
ness on the Commission’s staff that the credit amount of $1,619.75 be 
disposed of from Account 100.5 by crediting it to Account 250, reserve 
for depreciation of electric plant. The Minnesota Company makes no 
objection to the proposed treatment of such credit acquisition adjust- 
ment, and, therefore, the credit amount of $1,619.75 included in Ac- 
count 100.5, electric plant acquisition adjustments, of the Minnesota 
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Company, should be disposed of by crediting such amount to Account 
250, reserve for depreciation of electric plant. 

Acquisition of Osceola Electric Light Company by Wisconsin Com- 
pany.—On August 1, 1911, the Wisconsin Company purchased from 
Osceola Electric Light Company the electric distribution and street 
lighting system in the Village of Osceola, Wisconsin. In its reclassi- 
fication study the original cost of the acquired property was deter- 
mined by an inventory priced at estimated original cost. The cost to 
the company of this property was $7,903.81, while the original cost 
as estimated by the company was $7,692.12, resulting in an excess of 
acquisition cost over original cost of $211.69. This amount has been 
established by the company in Account 100.5. t 

The amount involved ($211.69) is trivial. Accordingly, practical 
considerations should prevail in determining its disposition. The 
Wisconsin Company contends that the amount should be charged off 
against the depreciation reserve as properties to which it allegedly 
relates are retired. This is not a practical method for the amount 
under consideration. Under the proposed method, some average 
depreciation rate would have to be determined and applied to the 
amount in question and the amount would also have to be associated 
with many small items of property, such as, poles, cross-arms, insula- 
tors, spans of wire, etc. The company was given notice and oppor- 


tunity to come forward with a practical plan for disposition of this 
amount. It hasnotdoneso. In the absence of a reasonable and prac- 
tical plan by the company, it is concluded that the amount should be 
amortized by charges to Account 537 over the five-year period herein 
found appropriate for amounts relating to the Sunrise Milling 
purchase by the Minnesota Company. 


ADJUSTMENTS COMPUTED BY THE COMPANIES 


Prior to the filing by the respondents of their original cost and 
reclassification studies, certain recommendations were made by the 
staff of the Federal Power Commission which resulted in the Minne- 
sota Company and the Wisconsin Company reducing their plant 
accounts by the amounts of $653,836.74 and $494,272.48, respectively. 

As previously pointed out, Account 107, electric plant adjustments, 
provides that amounts included in Account 107 shall be disposed of 
as the Commission may approve or direct. Since the dispositions set 
forth in the original cost studies of respondents have been made with- 
out the direction or approval of the Commission, the Commission’s 
staff reestablished these amounts in Account 107, pending approval or 
disposition by the Commission. The dispositions of the amounts by 
_ the respective companies were: 
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Minnesota Wisconsin 


Company Combined 


111.2 Advances to associated companies , 990. $58, 678. 29 $99, 668. 94 
140 Unamortized debt dis. and exp . be 43 5 50, 569. 11 374, 413. 54 
150 Discount on capital stock , 741. 30. 4 304, 995. 30 804, 736. 60 
151 Capital stock expense 4# 450, 00 675.00 
212.2 Advances on open accounts (37, 510. 98) (196, 671. 02) 
250.4 Retirement reserve trans. equip_...............-.}..-....---.---.- 5 (1, 800. 30) (1, 800. 30) 
250.11 Retirement reserve—charges , 429. 25, 823. 06 63, 252. 57 
265 Contributions in aid of construction (443. 96) (443. 96) 
271 Earned surplus . 3, 511. 96 4, 277.85 
494, 272. 48 1, 148, 109. 22 
1 $166,494.96 of this amount was written off to earned 7 of the ropendent on September 1939. 
The remainder of $157,349.47 was transferred to St. Croix Wisconsin Improvement Company and was 
written off to earned surplus of that company during September 1939. \ 
2 Written off to capital surplus during September. 1039. 
3 Written off to earned surplus during September 1939. 
4 Written off to capital surplus during September 1939. 
§ Written off to Retirement reserve—transportation equipment during August 1937. 
The foregoing dispositions are in accordance with sound accounting 
principles, and we approve them. 


An appropriate order in conformity with this opinion will issue. 


Lzwanp Oxps. 
Bast MAnty. 
Joun W. Scort. 
Cryoe L. Seavey. 


DISSENTING OPINION 


Draper, Commissioner, dissenting in part: 

As to two items I desire to add a separate opinion. The first is the 
amount of $8,444.15, representing the difference ($7,799.35) between 
the estimated original cost and purchase price of property acquired 
by the Minnesota Company, plus $644.80 of miscellaneous acquisition 
expenses. The second is the item of $211.69, representing the excess 
of purchase price over estimated original cost of property acquired 
hy the Wisconsin Company. We are to direct what disposition is to 
be made of these amounts which are now lodged in Account 100.5, 
electric plant acquisition adjustments. 

I think that the $644.80 portion of the $8,444.15 amount and the 
item of $211.69 should be disposed of by giving the accounting com- 
panies the option of either amortizing them over a short period of 
time to Account 537, miscellaneous amortization, or of spreading them 
over the remaining life of the acquired properties to which they are 
related. True it is that these charges are insignificant in amount 
and that the accounting therefor can be simplified by a charge-off over 
a short period of time, yet we must not overlook the fact that they 
represent genuine assets. Thus the accounting companies should be 
permitted to make the indicated election. 

The majority has treated the item of $7,799.35 as being representa- 
‘ tive of property. Upon the basis of the record before us I think that 
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its true character cannot be determined. Since lack of proof must be 
regarded as fatal to the accounting company’s contention,’ I am of 
the opinion that we have no alternative but to deal with it as not 
possessing a true increment of value and direct its immediate charge- 
off to surplus. . 

The hearing in this matter was held in Madison, Wisconsin, ap- 
parently within easy reach of persons represented to have personal 
knowledge of the property acquisition to which the $7,799.35 item is 
associated. Yet those persons—undoubtedly in a position to dispel 
all doubt as to the true character of this item—were not called as wit- 
nesses for the accounting company, nor was their failure so to do in 
any wise explained. In lieu of producing the best available evidence 
and, I think, the essential evidence in this case, the accounting com- 
pany seeks to have us determine that the item in question represents 
tangible property upon the basis of evidence offered through three 
witnesses, all of whom were without first-hand knowledge of ‘the 
facts relating to the property acquisition. The first witness, Clark, 
testified that his conclusion that the amount represents tangible prop- 
erty is predicated upon information gained immediately prior to the 
hearing from discussions with those who negotiated the acquisition, 
and on data contained in correspondence to which he had access. The 
other two witnesses accepted the amount as representing tangible 
property upon representations made to them by Clark, with no inde- 
pendent verification being attempted. I concur in the contention of 
Commission counsel that Clark’s testimony is of no probative value. 
This fact completely undermines the contentions of the other two 
witnesses as to the disposition of the $7,799.35 item because their 
conclusions are rooted in the unacceptable representations made to 
them by Clark. What then is the basis for a determination that the 
amount in question represents property? Clearly the accounting com- 
pany has not met the burden of proof placed upon it by the statute. 
Moreover, I think it may be appropriately observed that “production 
of weaker evidence, when stronger might have been produced, lays 
the producer open to the suspicion that the stronger evidence would 
have been to his prejudice.” Runkle v. Burnham,-153 U. S. 216, 
225-226. 

The difficulties inherent in correctly determining what the excess of 
purchase price over established original cost represents are many. 
For one thing, it is entirely probable that all the controlling factors 
governing payments made in the acquisition of property are not often 


Section 301 (a) provides, in part: “* * * The burden of proof to justify every 
accounting entry questioned by the Commission shall be on the person making, authorizing, 
or requiring such entry, and the Commission may suspend a charge or credit pending sub- 
mission of satisfactory proof in support thereof.” . 
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reduced to writing and placed in the records maintained by accounting 
utilities. This fact brings to mind a number of questions. Did the 
data contained in the correspondence examined by witness Clark 
embrace all the factors entering into the payment of the $7,799.35 
amount, or is that information known only to the negotiators who were 
not produced at the hearing? Were all of those factors disclosed to 
that. witness by the negotiators? If so, does it necessarily follow that 
our conclusion, based upon the same factors, would correspond to that 
of the witness? Assume, for instance, that the negotiators were pro- 
duced as witnesses and their testimony compelled us to conclude that 
the amount represents nuisance value only. It could not then be said 
to represent property. Furthermore, I fail to find anything in the 
record to demonstrate that the possibility that the item may represent 
nuisance value, etc., has been exhausted. The fact that it is claimed 
as property, without more, is not conclusive, If we are to assure 
justice, we must halt our consideration as to such amounts at the point 
where the accounting companies fail to meet the burden of proof cast 
upon them. Surely no avenue of escape is or can be created where, 
as here, those possessing personal knowledge of the transaction are 
not produced as witnesses to testify as to the true character of the 
amount in issue and subjected to cross-examination. 

In addition to treating the $7,799.35 item as property, the majority 
direct that it be disposed of over a five-year period through charges 
to Account 537, miscellaneous amortization. Further they assert that: 

* * * We are not here called upon to determine whether the amortization 
charges represent operating expenses in the fixing of rates. We are now only 
concerned with the classification of amortization charges. * * * 
Assuming, for the purposes of argument, that the amount in question 
represents property and that it has been substantiated as such in the 
record, I think that the disposition directed by the majority is not 
within American Telephone & Telegraph Co. v. United States, 299 
U. S. 232. To make it so, the majority would have to direct. that the 
amortization charges be made through operating expenses, Account 
505. Furthermore, we must regard the accounting which we direct as 
conclusive for all regulatory purposes, regardless of whether we are 
dealing with the classification of amounts in accounts, rate making, or 
any other matter coming within our jurisdiction, The accounting 
company has been afforded an opportunity to make a full disclosure as 
to the character of this item, and I can perceive of no reason why our 
determination should not be binding for all regulatory purposes. 
Thus I think that classification of amortization charges should not be 
inconsistent with our treatment of the same charges for other regula- 
tory purposes, notwithstanding the fact that we are not now dealing 
with rate making or other matters. 
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Order directing accounting entries in reclassification disposition of 
amounts in Accounts 1005 and 107 


St. Croix Falls Minnesota Improvement Company and St. Croix Falls 
Wisconsin Improvement Company 


(IT-5669, IT-5670) 


Upon consideration of the previous orders in this proceeding, the 
evidence adduced of record, the briefs and other documents filed, and 
having on this date made and entered its opinion in this matter with 
findings, which we incorporate by reference as a part hereof; 

The Commission orders that: 

(A) St. Croix Falls Minnesota Improvement Company transfer 
the amount of $53,520.34, representing the profit portion of the Colum- 
bia Improvement Company fees, from Account 100.1, electric plant 
in service, and appropriate subaccounts thereunder to Account 107, 
electric plant adjustments. 

(B) St. Croix Falls Wisconsin Improvement Company transfer 
the amount of $27,951.33, representing the profit portion of the 
Columbia Improvement Company fees, from Account 100.1, electric 
plant in service, and appropriate subaccounts thereunder to Account 
107, electric plant adjustments. 

(C) St. Croix Falls Minnesota Improvement Company make the 
following disposition of amounts recorded in Account 100.5, electric 
plant acquisition adjustments, with respect to the acquisition of the 
property of the Sunrise Milling and Electric Company: 

(i) That the amount of $8,459.22, representing fees paid the 
Byllesby Engineering & Management Corporation, be charged to 
Account 271, earned surplus. 

(ii) That the amount of $507.34, representing purported interest 
during construction, be charged to Account 271, earned surplus. 

(iii) The amount of $8,444.15, representing the excess of corporate 
cost over the original cost of the acquired property, be charged to 
Account 537, miscellaneous amortization, in five equal annual install- 
ments, commencing with the calendar year 1942. 

(D) St. Croix Falls Minnesota Improvement Company transfer 
from Account 100.5, electric plant acquisition adjustments, to Account 
250, reserve for depreciation of electric plant, the credit amount of 
$1,619.75 arising from the acquisition of the transmission line from 
the Minnesota State Agricultural Society. 

(E) St. Croix Falls Wisconsin Improvement Company charge the 
amount of $211.69, recorded in Account 100.5, representing the excess 
of acquisition cost over original cost of utility property purchased 
from Osceola Electric Light Company, to Account 537, miscellaneous 
amortization, in five equal annual installments, commencing with the 
calendar year 1942. 
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(F) St. Croix Falls Minnesota Improvement Company charge to 
Account 271, earned surplus, the amount of $53,520.34 hereinbefore 
classified in Account 107, electric plant adjustments, by paragraph 
(A) hereof. 

(G) St. Croix Falls Wisconsin Improvement Company charge to 
Account 271, earned surplus, the amount of $27,951.33. hereinbefore 
classified in Account 107, electric plant adjustments, as set forth in 
paragraph (B) hereof. 

(H) St. Croix Falls Minnesota Improvement Company make the 
following disposition of $653,836.74 includible in Account 107, electric 
plant adjustments: 

Account 

111.2 Advances to associated companies. 

140. Unamortized debt discount and expense 
150. Discount on capital stock 

151... Capital stock expense 

212.2 Advances on open accounts 


250. Reserve for depreciation of eleetric plant 
271. Earned surplus. 


(I) St. Croix Falls Wisconsin Improvement Company make the fol- 


lowing disposition of $494,272.48 includible in Account 107, electric 
plant adjustments : 
Account Amount 
111.2 Advances to associated companies 
140. Unamortized debt discount and expense 
oe KR ES SS es ee on — 3894, 995, 30 
151. Capital stock expense 450. 00 
212.2 Advances on open accounts. (37, 510. 98) 
Reserve for depreciation of electric plant (transporta- 
tion equipment) 
Reserve for depreciation of electric plant 
. Contributions in aid of construction 
Earned surplus 


494, 272. 48 

(J) St. Croix Falls Minnesota Improvement Company file with the 
‘Commission on or before April 1, 1942, certified copies of the journal 
entries required by paragraphs A, C (i), C (ii), D and F, and also 
file certified copies of the journal entry required by paragraph C (iii) 

on or before April 1, 1942, and for each year thereafter as required. 
(K) St. Croix Falls Wisconsin Improvement Company file with the 
Commission on or before April 1, 1942, certified copies of the journal 
entries required by paragraphs B and G and also file certified copies of 
the journal entry required by paragraph E on or before April 1, 1942, 
and for each year thereafter as required. 
582231—44—vol. 3 —8 







































InN THE MATTER OF 


CANADIAN RIVER GAS COMPANY 
COLORADO INTERSTATE GAS COMPANY 


AND 
COLORADO-WYOMING GAS COMPANY 
CITY AND COUNTY OF DENVER, COLORADO, comMpPLaINANtT 
v. 


PUBLIC SERVICE COMMISSION OF COLORADO ET AL., 
DEFENDANTS 


PUBLIC SERVICE COMMISSION OF WYOMING, coMPLAINANT 
v. 
COLORADO-WYOMING GAS COMPANY ET AL., DEFENDANTS 





Consolidated Proceeding on Investigation into the Reasonableness of 
Rates and Charges of Canadian River Gas Company, Colorado Interstate 
Gas Company, and Colorado-Wyoming Gas Company for the Sale of 
Natural Gas in Interstate Commerce for Resale. 


G-124, 118, and 121 
(Decided March 18, 1942) 
Syllabus 


1. The question of jurisdiction is one of fact and law, and as the facts are 
clear and admitted, all three companies involved are found to be en- 
gaged in “the transportation of natural gas in interstate commerce” 
and in “the sale in interstate commerce of such gas for resale” and 
hence natural-gas companies within the meaning of the Natural Gas 
Act. P. 40. 

2. Respondents’ contentions that their business is private and not affected 
with a public interest, that the contracts were entered into privately 
before the passage of the Natural Gas Act, that the companies have 
not held themselves out to serve the public generally but engaged only 
in serving a selected number of customers, and the Natural Gas Act 
as here applied is_unconstitutional, rejected, since the courts have up- 
held the constitutionality of the Act here involved against similar 
contentions where similar circumstances existed. Jlinois Natural Gas 
Company v. Central Illinois Public Service Company and Illinois 
Commerce Commission, 314 U. 8. 498, 509. P. 40. 

8. Nor is Canadian exempt from the Commission's jurisdiction because en- 
gaged in production and gathering. The investigation of production 
and gathering property and operations is indispensable in regulating 
rates and charges for the sale of natural gas in interstate commerce 
for resale and for the transportation of natural gas in interstate 
commerce. P. 40. 
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4. Estimates of reproduction cost new, less observed depreciation, consid- 
ered but held too conjectural to have probative value in the determina- 
tion of rate base, as not based upon established facts and, therefore, 
subject to the vagaries of theories and imagination. P. 41. 

5. Only original cost need be considered where the properties are all of 
comparatively recent acquisition or construction and the accounting 
records were sufficiently adequate and well maintained to permit a 
ready determination of all costs involved. P. 41. 

6. Engineering, general and administrative overheads on net property ad- 
ditions from 1929 to 1939 and other items previously charged to ex- 
pense in accordance with good accounting principles cannot now be 
capitalized and restated as items of legitimate original cost. P. 42. 

7. Transactions involving the acquisition of. properties from affiliated in- 
terests at prices in excess of their original cost were not at arm’s 
length and the intercompany profits from such transactions must be 
eliminated from property accounts. P. 42. 

8. Interest during construction was incorrectly computed since it was 
based upon a construction period extending beyond the date of com- 
mencement of commercial operations established by the fact that reg- 
ular deliveries of natural gas had begun prior to the date claimed by 
the company and continued thereafter. Such fact has long been re- 
garded as establishing definitely the beginning of commercial opera- 
tions. P. 43. 

9. It is obviously improper to attempt to build fictitious cost upon fictitious 
cost. Consequently, interest during construction based upon “write-ups” 
included in the book costs was disallowed. P. 44. 

10. Allowance of stock payments made by affiliated interests to South- 
western Development Company and Cities Service for entering into 
contracts for the sale and purchase of gas would sanction an un- 
justified and fictitious increase of book cost of plant, which is no part 
of legitimate original cost, in view of the tripartite agreement between 
these two companies and Standard Oil Company (N. J.) to develop a 
mutually advantageous business, including such sale and purchase 
contracts, through subsidiaries created for the purpose. P. 44. 

11, Capitalization of a fictitious and arbitrary interest amount, computed 
on cost of property estimated by the company to be in excess of that 
required to handle the business actually done during the period, after 
the close of the construction period, is clearly not justified. Interest 
ceases to be a cost of original plant when commercial operations begin. 
P. 46. 

12. Interest during construction was allowed on the basis of simple interest 
at-6% per year applied to the adjusted monthly expenditures on each 
job from the initial expenditure to the date of operation or date ready 
for service. P. 46. 

18. The determination of the annual allowances (arinual expenses) for deple- 
tion, depreciation and amortization (sometimes referred to jointly as 
depreciation) and the accrued depreciation in the properties must be 
consistent. P. 46. 

14. Accrued depreciation based upon observed percent condition of the prop- 
erty is inconsistent with a determination of an annual charge to operating 
expenses for depreciation based upon the probable length of life of the 
enterprise—an ‘economic aspect, neglecting the physical aspects of the 
property. P. 47. 
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. A determination of both accrued and annual allowance upon the service 
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life principle, is simple, consistent and reasonable, The annyal charge 
to expenses should be the best possible measure of service value used up 
in a year and the net accumulation of these annual charges is the best 
possible determination of the expired outlay, hence the best. measure 
of the actual depreciation existing in the property as of that date. No 
distinction should be made as to depreciation before and after enactment 
of the Natural Gas Act. P. 47. 

The pressure decline method is recognized as a satisfactory method of 
estimating gas reserves in a field that is depleted as much as 15% or more 
and where reliable pressure and production data are available. P. 49. 

Estimates of gas reserves, based on porosity, pay thicknesses and open 
flow, not founded on proper data, must be considered essentially unre- 
liable. P. 49. 

The pressure decline method, theoretically, automatically accounts for 
any migration of gas reserves. If the isobaric maps are properly drawn, 
this factor is accounted for. P. 50. 

For purposes of applying the service life principle for depreciable property 
it is necessary to make certain that the life of the enterprise will exceed 
that of the longest life of any major unit of property. P. 50. 

The “production method” of depleting the cost of production plant, irre- 
spective of the time within which the reserves are used up, returns the 
total investment in production facilities in depletion expense allowances 
based on a unit allowance for depletion per M. c. f. of gas produced. 
P. 50. 

If consistency is maintained in computing annual expense and the accrued 
depreciation or depletion reserve requirements, reasonable results may 
be expected, almost irrespective of the method or theory adopted. P. 51. 

The Commission here adopted the service life principle for determining 
annual and acerued depreciation and the production method for deter- 
mining annua] and accrued depletion of production facilities. P. 51. 


. Cash bank balances need not be provided for separately in a determination 


of working capital where the record is clear that delayed expense items, 
such as income taxes, provide ample funds for this purpose. P. 52. 

Provision in the rate base for probable future additions to plant beyond 
1941 disallowed as they are still to be considered speculative. P. 52. 

Contributions made by customers in aid of construction, no longer refund- 
able, should be deducted from the plant costs to be included in the rate 
base. P. 53. 

No amount should be added to cost of plant for going value where the 
amount is wholly unrelated to any costs or outlays. P. 53. 


. While taking note of the substantial increase in natural gas sales due to 


the war, and the increasing costs of operation, the Commission neverthe- 
less considered 1939 revenues and costs to be representative of the 
relationship that will exist between these items in the immediate future, 
thereby resolving most of the doubts as to future operation conditions 
in fayer ef the companies. P. 54. 


. Amortization of exploration and development expenses and actual rate 


case expense over a period of five years allowed. P. 55. 


. Having adopted the year 1939 as representative of revenues and costs, the 


Commission allowed as expense Federal and State income taxes in full, 
without adjustment fer reduction in taxable income for that year because 
of subsequent increases in tax rates. P. 56. 
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30. There is ho exact or fixed formula for determining a reasonable rate of 
return, but it must be determined on the basis of the Commission’s best 
judgment of what is fair, in view of the eviderice in the record, giving 
consideration to the returns ‘earned by like investments attended by 
corresponding risks and uncertainty, in the same vicinity and over the 
same period of time. 614% found to be the niaximum rate of réturn 
that ean be considered fair in this case for all three companies. P. 58. 

81. The entire project, though involving facilities of three affiliated com- 
panies, is, for all practical purposes, a single project, in the operation 
of which an alteration of Canadian’s rates simultaneously affects the 
rates .of its affiliated customers, which must in turn be revised down- 
ward. P. 61. 

82. A determination of the reasonableness or unreasonableness of rates 
requires that the total costs of operations, including depreciation, taxes 
and a fair return, be allocated among the various customers served, 
individually or by appropriate groups. P. 61. : 

88. Following principles long recognized as reasonable, tiie Commission in 
éalculating the reduction in rates allocated fixed costs, which are largely 
joint costs that do not vary with volume of sales and are largely 
proportional to each eustomer’s responsibility for the peak day demand, 
and variable costs, which largely vary proportionately to volume of gas 
purchased by each customer. P. 62. 


P.C. Spencer and Chas. H. Keffer for Canadian River Gas Company. 


William A. Dougherty, Elmer L. Brock, and E. R. Campbell for 
Colorado Interstate Gas Company. 


Donald C. McCreery and John C. Pickett for Colorado Wyoming 
Gas Company. 

Malcolm Lindsey and Thomas H. Gibson for City of Denver. 

Walter J. Dalton for Public Service Commission of Wyoming. 

Albert L. Vogl for Northern Colorado Coal Producers Association. 

Edward H. Lange and Caso March for the Federal Power Com- 
mission. 


By tHe Commission: 
Oprtnion 


These proceedings are an outgrowth of an investigation instituted 
by the Commission on March 14, 1939, into the reasonableness of the 
rates and charges of the respondent companies, following the filing 
of petitions therefor by the City and County of Denver, Colorado, 
and by the Public Service Commission of Wyoming. 

On April 12, 1939, Canadian River Gas Company? and Colorado 
Interstate Gas Company,’ filed with the Commission an application 
for a rehearing and stay of said order of investigation; and on April 
13, 1939, Colorado-Wyoming Gas Company ® filed with the Commis- 


* Hereinafter sometimes referred to as “Canadian Company” ; 
? Hereinafter sometimes referred to as “Colorado Company” ; 
* Hereinafter sometimes referred to as “Wyoming Company.” 
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sion a motion to set aside the same. On May 9, 1939, the Commission 
issued its order denying the application of the Canadian and Colo- 
rado Companies, and also entered a separate order denying the motion 
of the Wyoming Company. 

On July 7, 1939, Canadian Company and Colorado Company 
filed their petition for review of the Commission’s order of March 
14, 1939, with the United States Circuit Court of Appeals for the 
Tenth Circuit. The Commission thereupon filed its motion to dismiss 
the petition. The Circuit Court of Appeals, by its decision of March 
4, 1940, directed a dismissal of the petition for review. The Com- 
panies’ petition for rehearing was denied by the Court on July 24, 
1940 (113 F. (2d) 1010); and certiorari was denied by the United 
States Supreme Court on October 28, 1940 (311 U. S. 693). 

On September 13, 1940, the Commission consolidated these pro- 
ceedings und ordered a public hearing to be held on October 28, 
1940, in Denver, Colorado. 

At the hearings, which consumed 102 hearing days, and closed on 
April 21, 1941, after one short recess, each of the respondent com- 
panies was afforded ample opportunity to and did present evidence. 
In addition, evidence was also offered by the city of Denver, Colo- 
rado, and by members of this Commission’s staff. The transcript of 
the testimony in excess of 15,000 pages and over 300 exhibits clearly 
shows the extent and volume of the record. 


PETITION TO REOPEN PROCEEDINGS 


On March 11, 1942 Canadian and Colorado companies each filed 
a petition to reopen proceedings to take further evidence. Both peti- 
tions rely on the same general contentions for support. In the main 
these contentions are that taxes, wages and material costs have in- 
creased since the close of the proceedings and that additions to prop- 
erty have been greater than originally estimated. The Mayor of the 
City and County of Denver in a letter received March 17, 1942 and 
the Wyoming Public Service Commission in a telegram dated March 
18, from its chairman, have strenuously opposed granting of the 
petitions and the reopening of the proceedings. This Commission is 
fully aware of the recent trends in costs. It is also aware of the 
recent trends in revenues although no mention of revenues is made 
in the petitions. Due consideration has been given to these factors 
in the orders entered in these proceedings. That full account has 
been taken of the relevant contentions by the companies is apparent 
in the discussion of these factors in this opinion. 
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HISTORY AND OPERATIONS OF COMPANIES 


The Canadian and Colorado Companies are separate corporate en- 
tities, but the »roperties of the two companies have, since their incep- 
tion, been operated as a single enterprise. _The incorporation of these 
two companies and the acquisition and construction of their properties 
were the result of a “Memorandum of Stipulations Agreed Upon Be- 
tween Southwestern Development Company, Cities Service Company, 
and Standard Oil Company (N. J.).” ‘The primary objectives of the 
undertaking were the production of natural gas in the Texas Pan- 
handle field and its transportation to the city gate of Denver for sale 
to the Public Service Company of Colorado and for the supplying of 
natural gas to Colorado Fuel and Iron Corporation at Pueblo, Colo- 
rado, en route to Denver. The obtaining of these two markets was the 
essential prerequisite of the construction of the Canadian Company- 
Colorado Company pipe line sometimes referred to as the “Denver” 
line. 

As a part of its obligations under the aforesaid stipulation, South- 
western Development Company caused Canadian Company to be in- 
corporated under the laws of the State of Delaware on February 24, 
1928, with broad powers to carry on business in gas, oil, and other ex- 
tractive enterprises and qualified it to do business in the states of 
Texas, New Mexico, and Oklahoma. All of Canadian’s capital stock, 
excepting directors’ qualifying shares, was issued to Southwestern 
Development Company. 

Also pursuant to the aforesaid stipulation, Colorado Company was 
incorporated under the laws of the State of Delaware on June 8, 1927, 
with broad powers to carry on business in natural gas, artificial gas, 
oils, and other extractive enterprises and qualified it to do business in 
the states of New Mexico, Oklahoma, and Colorado. 

Canadian Company does not purchase any natural gas, but produces 
from its own wells all of its requirements. It holds gas rights under 
oil and gas leases on approximately 315,000 acres of land in the Texas 
Panhandle field and had in operation on December 31, 1939, a total of 
94 gas wells. Its gathering system consists of 144 miles of various 
sizes of pipe. It owns and operates a field compressing station near 
Fritch, Texas; the Bivins compressor station through which gas is 
transported to Clayton Junction approximately 35 miles north of the 
City of Amarillo, Texas; a gasoline extraction plant and a dehydration 
plant. The Canadian Company sells gas to the following affiliated 
companies: Amarillo Oil Company, Clayton Gas Company and Colo- 
rado Interstate Gas Company. Out of a total of about 46,000,000 
M. c. f. of gas sold for resale in 1939, approximately 41,000,000 M. c. f. 
were sold to the Colorado Interstate Gas Company. 
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Canadian Company is engaged in the production, gathering, trans- 
portation, and sale of natural gas. It produces gas from its leaseholds 
in the Panhandle gas field in the State of Texas, gathers such gas in 
the field and after compressing it, (a) sells and transports in interstate 
commerce a portion of it through its main 22-inch transmission line, 
a distance of approximately 86 miles to a point in New Mexico known 
as Clayton Junction where the gas so transported is delivered to Colo- 
rado Company and to Clayton Gas Company, and (b) transports a 
portion of it through the facilities of Texoma Natural Gas Company 
to a point in Oklahoma known as Gray Junction where the gas so 
transported is also sold to Colorado Company. 

The Canadian Company is obligated to supply the entire natural 
gas requirements of Colorado Company for a period of 20 years from 
and after the initial delivery of gas to Publie Service Company of 
Colorado which was made on June 23, 1928, “and so long thereafter 
as seller has available for delivery to buyer hereunder quantities of 
natural gas which buyer determines are profitable for it to buy under 
the terms of this contract.” 

Construction of the main transmission line of Colorado Company 
was completed in June 1928. The line begins at Clayton Junction, 
New Mexico, at the terminus of the transmission pipe line of the 
Canadian Company and extends in a northwesterly direction approxi- 
mately 254 miles through New Mexico into the State of Colorado to 
the outskirts of the City of Denver, Colorado. The line consists of 
20-inch and 22-inch Dresser coupled steel pipe. Various laterals ex- 
tend from the main line to customers of the company, including a 
16-inch lateral to the plant of the Colorado Fuel and Iron Corpora- 
tion near Pueblo, Colorado, and one near the terminus of the line at 
Denver, Colorado, for the purpose of making deliveries to Wyoming 
Company at a point near Littleton, Colorado. On December 31, 1939, 
Colorado Company owned and operated three compressing stations 
known as Clayton Station, Canyon Station, and Devine Station. 

On October 15, 1931, Colorado Company and Natural Gas Pipeline 
Company of America entered into an agreement which provides for 
the sale by Colorado Company to the latter of 25 per cent of the total 
requirements of the latter company’s pipe line having as its destination 
what is known as the “Chicago” market. The gas so purchased is pro- 
duced by Canadian Company and transported from the field through 
the 24-inch main transmission line of Texoma Natural Gas Company 
(an affiliate of the Natural Gas Pipeline Company of America) from 
Fritch compressing station to Gray Junction, Oklahoma. Colorado 
Company does not own, lease, or operate any of the facilities utilized 
in connection with the delivery and sale of this gas. 





CANADIAN RIVER GAS COMPANY ET AL. 39 


The contract for the sale of gas to Wyoming Company was entered 
into October of 1929 and provides for the sale by Colorado Company 
to Wyoming Company of the latter’s requirements of natural gas. 
The gas so. purchased by Wyoming Company is transported by it 
through its transmission pipe line and resold to various industrials, 
public authorities, and distribution companies for resale in the states 
of Colorado and Wyoming: 

The total volume of gas sold by the Colorado Company in 1939 was 
approximately 41,000,000 M. c. f. Of this total, about 20,000,000 
M. c. f. was sold to Natural Gas Pipeline Company of America. The 
two largest customers on the Denver line were Colorado Fuel and Iron 
Corporation (about 7,000,000 M. c: f. annually) and Public Service 
Company of Colorado, Denver city gate (about 6,000,000 M. c. f. 
annually). 

Wyoming Company was incorporated under the laws of the State 
of Delaware in December of 1925 and is authorized to do business in 
the states of Colorado and Wyoming. The company’s facilities con- 
sist of a natural gas transmission pipe line extending from a point near 
Littleton, Colorado, in a northerly direction and terminating at the 
city gate of Cheyenne, Wyoming, a distance of approximately 114 miles, 
as well as compressor stations and a number of laterals extending from 
the main line to various city gates and industrial plants in Colorado 
and Wyoming. At the inception of the project, natural gas was ob- 
tained from the Wellington gas field situated in Larimer County, 
Colorado. Until the latter part of the year 1929, its total require- 
ments were obtained from this field. During the calendar year end- 
ing December 31, 1939, 98 percent of its total requirements were ob- 
tained from Colorado Company. 

During the year 1939, Wyoming Company transported and sold a 
total of 2,860,000 M. c. f.-of natural gas. Of this total about 900,000 
M. c. f. was sold to its affiliate, Public Service Company of Colorado, 
for resale by that company through its distribution systems in a num- 
ber of communities situated in northern Colorado. During the same 
year, Wyoming sold approximately 415,000 M. c. f. to another af- 
filiate, Cheyenne Light, Fuel and Power Company, for distribution in 
the City of Cheyenne. A total of 152,000 M. c. f.* was sold for resale 
to the Greeley Gas and Fuel Company and Highway Gas Company. 
In addition to the above sales for resale, Wyoming Company, during 
the same period, sold a total of about 1,367,000 M. c. f.* directly to 
ten industrial consumers located along its system in the State of 
Colorado and sold small quantities of gas to two United States Army 
posts. 


* At 14.4 lbs. plus 4 oz. 
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JURISDICTION 


Canadian River and Colorado Interstate contend that they are 
not “natural-gas companies” within the meaning of the Natural Gas 
Act. The gist of these contentions has been considered before and 
rejected. Essentially, the contentions are: the business is private and 
not affected with a public interest; the contracts were entered into 
privately before the passage of the Natural Gas Act; and the com- 
panies have not held themselves out to serve the public generally but 
engaged only in serving natural gas to a selected number of customers. 
In addition, Canadian River contends that so far as it is engaged in 
the production and gathering of natural gas, it is not subject to the 
jurisdiction of the Commission. Colorado-Wyoming concedes that its 
operations in selling gas in Wyoming which it receives at Littleton, 
Colorado, constitute it a “natural-gas company” under the Act, but 
it contends that the Commission has no jurisdiction over its trans- 
actions in Colorado. 

The question of jurisdiction is one of fact and law. The facts are 
clear and admitted. All three companies are engaged in “the trans- 
portation of natural gas in interstate commerce” and in “the sale in 
interstate commerce of such gas for resale.” It is clear therefore that. 
the respondent companies are engaged in activities which make them 
natural-gas companies within the meaning of the Natural Gas Act. 

In effect, respondents challenge the constitutionality of the Natural 
Gas Act on the grounds that it attempts the regulation of private busi- 
ness. The Commission is mindful of the fact that already in other 
cases, where similar contentions were made and similar circumstances 
existed, the courts have upheld the constitutionality of the act here 
involved.® 

The particular contention of Canadian, that insofar as it is engaged 
in the production and gathering of natural gas it is not subject to the 
jurisdiction of the Commission, is unsound. Canadian’s production 
and gathering operations are an integral part of its total operations, 
including transportation in interstate commerce and the sale of nat- 
ural gas for resale in interstate commerce. Furthermore, Canadian’s 
operations are an integral part of Colorado’s operations and the two 
comprise a single operating system. The investigation of Canadian’s 
production and gathering property and operations is indispensable in 
regulating Canadian’s rates and charges for the sale of natural gas in 
interstate commerce for resale and for the transportation of natural 
gas in interstate commerce. 


®* Natural Gas Pipeline Company of America and Texoma Natural Gas Company v. Fed- 
eral Power Commission and Illinois Commerce Commission, 120 F. (2d) 625 (C, C. A..7th) ; 
Mississippi River Fuel Corporation v. Federal Power Commission, 121 F..(2d) 159 (C. 
C. A. 8th). See also Illinois Natural Gas Company v. Central Illinois Public Service Com- 
pany and Illinois Commerce Commission, 314 U. 8. 498. 
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The contention of Colorado-Wyoming is negatived by the decision 
in llinois Natural Gas Company v. Central Illinois Public Service 
Company and Illinois Commerce Commission, 314 U. 8. 498, 509-10, 
where the Supreme Court, in an extension case within the State of 
Tilinois, said: 


In determining the scope of the federal power over the proposed extension of 
facilities and sale of gas it is unnecessary to scrutinize with meticulous care 
the physical characteristics of appellant’s business, in order to ascertain whether, 
as the court below held, the interstate commerce involved in bringing the gas 
into the state ends before delivery to distributors. In any case the proposed 
extension of appellant’s facilities is so intimately associated with the commerce 
and would so effect the volume moving into the state and distribution among the 
states as to be within the Congressional power to regulate those nfatters which 


materially affect interstate commerce, as well as the commerce itself. (Citing 
cases. ) 


COST OF PLANT 


The record contains considerable evidence as to the cost and alleged 
value of the properties involved in the proceedings. 

Canadian Company * and Colorado Company each introduced esti- 
mates of reproduction cost new less observed depreciation. They also 
introduced evidence as to the original cost of the property. Wyoming 
Company offered only “actual construction costs, less observed depre- 


ciation, plus working capital and additions to plant, now and imme- 
diately in course of construction.” Commission staff restricted its 
plant studies to original cost and offered evidence of that character. 

We have considered the estimates of reproduction cost new less 
observed depreciation submitted by the Canadian Company and the 
Colorado Company but conclude that they are too conjectural to have 
probative value, as they are not based upon established facts, and 
therefore, are subject to the vagaries of theories and imagination. We, 
therefore, turn to the evidence of original cost of the properties in- 
volved to determine whether it provides an adequate basis for the 
establishment of the proper rate base. 

The properties are all of comparatively recent acquisition or con- 
struction. The accounting records have been sufficiently adequate and 
well maintained to permit a ready determination of all costs involved. 
The major portion of all cost of Canadian and Colorado Companies has 
been incurred since the adoption by these companies of an accounting 
system based on the Code of Accounts of the Pennsylvania Public 
Service Commission. Thus, the basic facts are clear and essentially 
undisputed. They represent the best and only reliable evidence as to 
property values. We find, therefore, in accordance with the provisions 
of section 6 of the Natural Gas Act, and under the record in this pro- 


* Evidence confined to transmission facilities only. 
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ceeding, no necessity exists to consider other factors than original cost _ 
of the properties in service. 

The differences bétween the amounts representing original cost 
claimed by the companies and allowed herein are all essentially dif- 
ferences in interpretation of the accounts or conclusions as to whether 
certain expenditures are legitimate items to be included in the cost of 
plant and hence in the rate base. A statement of the amounts claimed 
by each company and the amounts allowed herein follows: 





Original cost (as of December 81, 1989) 





Canadian Colorado Wyoming 

Company Company Company 
Olaimed by company-.-.-......-- ScdGoeaasenccdaaetdousse $14, 648, 821 $14, 670, 749 1 $1, 860, 552 
ID So iain Lh rice cima timediciibliniss ahiewetied 10, 784, 464 11, 879, 409 1, 678, 878 


i ee Seti 3, 864, 357 | 2, 791, 340 | 181, 674 
1 This figure is book cost. Company did not introduce an original cost study. 


The difference in the amounts above are large for the Canadian Com- 
pany and the Colorado Company. However, they are accounted for 
principally by a comparatively few items, the decisions on which in- 
volve fundamental principles. These principles, which will be dis- 
cussed later, relate to: (1) items formerly charged to expense (not 
through an accounting error) which the companies now seek to 
capitalize; (2) write-ups in plant accounts arising through trans- 
actions between affiliated interests; and (3) amounts paid to affiliated 
interests for entering into contracts. A few adjustments arise from 
a difference in determining the date when commercial operations first 
began and the balance of the items are comparatively minor adjust- 
ments and reclassifications, 

A discussion of the principal items of difference between amounts 
claimed by the companies and those allowed herein follows: 

Canadian Company.—The difference of $3,864,357 between original 
cost claimed by Canadian Company ($14,648,821) and that allowed 
herein ($10,784,464) is composed of the following items: 


(1) Past expenses now capitalized___..___.__._..________--___.- $129, 032 
eae Be OR | SDT aang kel heen n Ts 8, 370, 817 
(3) Interest during construction____.__-._.-__---___-____-__- 366, 507 
(4) Miscellaneous adjustments_..___._._...._.__.._______ (1, 999) 

8,864, 357 


(1) Past ewpenses now capitalized —The amount of $129,032 repre- 
sents an arbitrary adjustment for general construction cost—314% for 
engineering and general and administrative overheads, plus 1% inter- 
est—on all net property additions from 1929 to 1939. It is the amount 
added to the book costs of the company to arrive at its claimed original 
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cost. Whatever costs have been incurred for these purposes hereto- 
fore have been charged to operating expenses. The amount therefore 
represents reaccounting (not correction of an accounting error), for 

the charges were made in conformity with the established accounting 
policy of the company in effect at the time.” 

(2) Affiliated company profits —The total affiliated company profits 
of $3,370,817 are comprised of three items. First, a profit of $3,120,- 
496 on the sale of property by Amarillo Oil Company to Canadian 
Company; second, a profit of $121,787 on the sale of property by 
Master Oil and Gas Company to Canadian Company; third, a profit 
of $128,534 on the sale of property by Mission Oil Company to Ca- 
nadian Company through Amarillo Oil Company. 

All these transactions represent payments by Canadian Company 
for properties acquired from affiliated interests in excess of their 
original cost. Amarillo Oil Company is 100% owned by Southwest- 
ern Development Company as is Canadian Company. Canadian 
Company paid Amarillo Oil Company $5,000,000 for its gas leaseholds 
and wells in the Texas Panhandle field. The original cost of these 
properties to Amarillo Oil Company was $1,879,504. In fact, the 
difference between these amounts, $3,120,496, or the “write-ups,” was 
carried on the books of Canadian Company until 1939 as 

“appreciation.” 

Similarly, the transactions involving the second and third write-ups 
stated above were not at arm’s length and prices paid for the prop- 
erties exceeded the original cost to the party first devoting them to the 
public service by the amounts shown. 

The principle involved which requires the elimination from prop- 
erty accounts of intercompany profits from transactions not at arm’s 
length is so patent as to require no lengthy discussion. Any treatment 
which would permit the capitalization of such amounts would open 
the door to the renewal of past practices of the utility industry when 
properties were traded between affiliated interests at inflated prices 
with the expectation that the public would foot the bill.* 

(3) Interest during construction—The company has recorded on 
its books a charge for “interest during construction” computed on the 
basis of a construction period extending from May 1, 1927, to October 
31, 1928, and upon book costs including the amount of “write-ups” 
heretofore discussed.* Directing our discussion first to the construc- 
tion period to be utilized for the purpose of the computation, we find 


* Peoples Gas Light and Coke Company vy. Slattery, 373 Ill. 31, 31 P. U. R. (N. 8.) 193, 
206, and Los Angeles Ges and Electric Corporation, P. U. R. 19831, 317, 323. 

* The Commission has steadfastly held such affiliated company profita will not be recog 
nized. (Alabama Power Company, 1 F. P. C. 25, 39; Louisville Hydro-Electric Company, 
1 FP. P. C. 130, 138; Northern States Power Company, 1 F. P. C. 329, 344.) 

*Item (2) supra. 
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that the project became available for commercial operation prior to 
the date fixed by respondent. The record shows clearly that regular 
deliveries of natural gas to Colorado Fuel and Iron Corporation, 
Public Service Company of Colorado, at the Denver city gate, and 
others, commenced in the latter part of June 1928, and continued there- 
after. Such fact has long been regarded as establishing definitely the 
beginning of commercial operations. We hold that the construction 
period ended July 1, 1928. Little discussion is required to dispose of 
the inclusion of “write-ups” in the book costs upon which “interest 
during construction” is charged. It is obviously improper to attempt 
to build fictitious cost upon fictitious cost. Because of these two 
fundamental errors the books of the company contain excessive charges 
for “interest during construction” in the amount of $366,507 and such 
amount is here disallowed. 

(4) Miscellaneous adjustments.—The addition to plant of $1,999 
is the net effect of a series of miscellaneous plant adjustments. No 
one of these adjustments is large, but they all represent accounting 
corrections or reclassifications that are necessary and proper. 

In view of all the foregoing, the Commission finds that $10,784,464 
is the original undepreciated cost of Canadian Company gas plant. 

Colorado Company.—The difference of $2,791,340 between original 
cost claimed by Colorado Company ($14,670,749) and that allowed 
herein ($11,879,409) is composed of three items: 


(1) Past expenses now capitalized_...__.____-_._---..------_-~-. $440, 050 
(2) dnt at: CHOIR no nk cise intr nabtnbntin tt pliatnn 2, 352, 940 
(8) Miscellancous adjustments... nts inne (1, 650) 

2, 791, 340 


% There is allowed in the rate base of Colorado Company the unamortized balance of a 
payment made to one Arthur K. Lee for certain contracts. The principal contract related 
to the sale of natural gas to the municipality of Colorado Springs, which contract was 
about to expire at the time of purchase. There is grave doubt as to the bona fides and 
propriety of the transaction whereby Colorado Company acquired the contract. The 
record is inconclusive as to the necessity for making such an expenditure. Of the original 
amount of $236,666 the company has amortized $118,605 as of December 31, 1939, In 
view of the smallness of the item and the fact it will soon be completely amortized and 
thereby removed from the accounts, it is deemed preferable to allow it in the rate base 
rather than to reopen the record for further inquiry into its dubious nature. 


(1) This adjustment, $440,050, is similar to that made in connection 
with Canadian Company original cost and discussed hereinabove. It 
represents items previously charged to expense in accordance with 
good accounting principles. Therefore, a restatement of these items 
resulting in their inclusion as items of legitimate original cost cannot 
be allowed. 

(2) The $2,352,940, consisting of two items ($2,000,000 and $352,- 
940), represents the recorded value of stock payments made to South- 
western Development Company and to Cities Service Company for 
entering into contracts for the purchase of gas. 
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In order fully to understand these two items it is necessary to go 
back to the agreement which provided for the construction of the 
“Denver Line.” This was a tri-partite agreement between the South- 
western Development Company, the Standard Oil Company (N. J.) 
and Cities Service Company. The salient features of the agreement 
important to this discussion were that Cities Service Company was 
to secure a satisfactory franchise in the City of Denver and, if success- 
ful, the corporation to be formed by Standard Oil Company (N. J.) 
(Colorado Company) was to sell natural gas to two subsidiaries of 
Cities Service—the Public Service Company of Colorado for distri- 
bution in Denver and to Pueblo Gas and Fuel Company for distribu- 
tion in Pueblo, Colorado. Southwestern Development Company 
agreed to form a corporation (Canadian Company) for the purpose 
of acquiring the Amarillo Oil Company properties and to produce 
and transport the gas from the field to a point of connection with 
the transmission company (Colorado Company). Standard Oil Com- 
pany (N. J.) agreed to form a corporation (Colorado Company) for 
the purpose of transporting the gas from point of delivery by Cana- 
dian Company to the above named and other markets. Pursuant to 
this agreement the Canadian Company and Colorado Company came 
into being. The whole enterprise contemplated by the agreement 
became a reality. 

Very strangely, it is now represented that Canadian Company re- 
fused to negotiate an agreement for the sale of gas by it to Colorado 
Company unless Colorado Company turned over to it 10,000 shares 
of preferred ‘stock, having a total par value of $1,000,000, and 531,250 
shares of no par common stock having a recorded value of $1,000,000. 
This $2,000,000 was recorded on the books of Colorado Company as 
cost of the gas purchase agreement. It is noted that the stock was 
actually issued to Canadian Company’s nominee, the Southwestern 
Development Company. 

The record clearly shows that the foregoing transaction resulted in 
an unjustified and fictitious increase of book cost of plant. In the 
tri-partite agreement the parent companies undertook to develop a 
mutually advantageous business enterprise by agreeing to create sub- 
sidiaries to carry the plan into effect. Pursuant thereto such sub- 
sidiaries were organized. It is now represented that one subsidiary, 
Canadian Company, refused to do what its parent had agreed upon 
unless it were paid $2,000,000. The Commission would be remiss in 
its duty if it required consumers to pay a return upon and amortize 
this.payment. 

The balance of the total amount of $2,352,940 is $352,940. This 
alleged cost is a result of issuing 187,500 shares of no par common 
stock to Cities Service Company, and is likewise no part of legitimate 
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original cost. It is contended that this cost was incurred because 
Public Service Company of Colorado and Pueblo Gas and Fuel Com- 
pany, subsidiaries of Cities Service Company, the latter a party to the 
tri-partite agreement, would not enter into purchase contracts without 
such payment being made to the parent company (Cities Service Com- 
pany). The stock was issued to Cities Service Company but later, on 
December 29, 1931, Cities Service Company sold the stock to Public 
Service Company of Colorado for $10.00 a share, or $1,875,000. 

(3) The addition to plant of $1,650, miscellaneous adjustments, is 
the net result of a number of minor reclassifications and corrections of 
accounting errors required by the record. 

Wyoming Company.—The difference, $42,236, between original cost 
claimed by the Wyoming Company of $1,721,114, and that allowed 
herein, $1,678,878, is comprised of the following items: 








(1) Interest capitalized on claimed nonutilized capacity__._.___.___-~ $27, 475 
(2) Exeessive interest during construction.__....._...__.....----.. 7, 574 
(3) Miscellaneous adjustments...._........-.--.-------._.----.- 7,187 

42, 236 


(1) This amount, $27,475, represents interest computed on a pro- 
portion of the total cost of the property south of Fort Collins, Colo- 
rado, estimated by the company to be in excess of that required to 
handle the business actually done during the period. This capital- 
ization of a fictitious and arbitrary interest amount after the close of 
the construction period is clearly not justified. Interest ceases to be 
a cost of the original plant when commercial operations begin. 

(2) This adjustment, $7,574, is necessary to restate interest during 
construction on the basis of sixaple interest at 6% per year applied 
to the adjusted monthly construction expenditures on each job for 
the period from the date of the initial expenditure to the date of oper- 
ation or date ready for service. 

(3) This total, $7,187, includes an adjustment of $5,715 for excessive 
construction overheads capitalized and $1,472 of miscellaneous adjust- 
ments, none of which can be treated as cost of plant. 


ACCRUED AND ANNUAL DEPLETION, DEPRECIATION AND AMORTIZATION 


The determination of the annual allowances (annual expenses) for 
depletion, depreciation and amortization (sometimes referred to 
jointly as depreciation) and the accrued depreciation in the properties 
must be consistent. This isa simple statement of what should be re- 
garded as a universal truth in the regulation of rates. It is so 
regarded by the overwhelming majority of regulatory authorities of 
the country, and by students and writers on the subject. It is so 
regarded by sound business management outside of the utility rate 
case field. 
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But the principle of consistency is flagrantly violated im the evi- 
dence introduced by the companies in this proceeding. The accrued 
depreciation used by the companies is based upon observed percent 
condition of the property, which in a large measure is merely ob- 
served deferred maintenance. (Accrued depletion as determined by 
Canadian Company is an exception. It is based on estimates of 
original and remaining reserves.) Under the observation theory a 
high observed percent condition and consequently a low existing ac- 
crued depreciation result for many items of plant right down to the 
instant before they suffer the break-down or obsolescence requiring 
retirement. 

However, even this theory, if carried out consistently, might be 
considered as having some elements of reasonableness. The small 
observed depreciation would find its counterpart in an equivalently 
small annual charge to operating expenses to cover the yearly added 
amount of observed depreciation. But, this is not done. Instead 
another theory is advanced by the companies as a basis for determin- 
ing the annual charge to operating expenses. In determining ex- 
penses the physical aspects are neglected and the problem becomes 
one of determining the probable length of life of the enterprise—an 
economic aspect. The future always may be considered speculative 
and management can always be considered only reasonable if it con- 
servatively judges the future. Thus, estimates of comparatively 
short life result. It then argues that the annual charges to expenses 
for depreciation (amortization of the investment) should be sufficient 
to amortize the remaining investment (cost new. less observed de- 
preciation) over the remaining short life of the enterprise. Thus, 
in calculating expenses, chargeable to the consumer, high deprecia- 
tion charges are computed; in-computing return to the company the 
opposite prevails, a small deduction from the cost of plant is 
computed. 

The evidence of the Commission staff treats accrued and annual 
allowance for depreciation on a simple, consistent, and reasonable 
basis. It is the application of the service life principle. Property 
begins its inevitable march to retirement the moment it is placed in 
service, Its total life in service can be reasonably estimated with 
due consideration given to such influencing factors as probable life of 
the enterprise, gas reserves, obsolescence, and inadequacy. The an- 
nual charge to expenses should be the best possible measure of the 
total service value of that property used up in a year. The net 
accumulation of these annual charges is the best possible determina- 
tion of the expired outlay, hence the best measure of the actual de- 
preciation existing in the property as of that date. 

582231—44—vol. 3 —4 
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In an attempt to justify the unreasonable inconsistency in method 
of determining annual and accrued depreciation, the companies argue 
that a distinction must be made before and after passage of the Nat- 
ural Gas Act. This argument is without merit, for depreciation 
accrues regardless of any statute. The companies, of course, accrued 
depreciation in their books prior to the passage of the Act. The reserve 
requirement deducted herein is far less than that actually accrued. A 
comparison of the book reserves for depreciation, with that used 
herein, as of December 31, 1939, follows: 


Depreciation reserve—December 31, 1939 








| Canadian Colorado Wyoming 

Company Company Company 
RCCL RY RR NE RARE TEN OTS $2, 995, 528 $4, 994, 352 $486, 406 
Ry Sn a a i. ah a a eed) 1, 480, 948 2, 674, 805 395, 944 











The above comparison clearly reveals that by adoption of the prin- 
ciples announced herein the reserve is less than the amounts now on 
the books of the companies. They are benefited to the extent of the 
differences. 

Aside from the question of principles there remain two major 
questions which have a direct influence on both the accrued and annual 
depreciation. These are (1) natural gas reserves, and (2) probable 
length of life of the enterprise. The two questions are related and 
will be discussed jointly in the following section under “Gas Reserves.” 

Gas reserves.—A|most one-third of the 16,000 page record deals with 
testimony concerning the natural gas reserves in the Texas Panhandle 
field and the remaining recoverable gas reserves of Canadian Company. 
For us to attempt specifically to discuss the many complex and involved 
questions pertaining to the remaining recoverable gas reserves of the 
field as a whole or of Canadian Company would serve only unduly 
to extend this opinion and cause to be treated at length a matter that, 
from the position it occupies in this proceeding, fails to warrant such 
extensive treatment. We have carefully considered all of the evidence 
of record and believe that the question can be resolved in relatively 
simple fashion. 

Three estimates are of record for the field as a whole. The company 
witness Thompson gave it as his opinion that as of January 1, 1939, 
at an assumed abandonment pressure of 25 pounds, there could be 
recovered 9,582,027,596 M. c. f. of gas at 16.4 pounds pressure base. 
The company witness Hughes gave it as his opinion that as of August 
1, 1989, at an assumed abandonment pressure of 25 pounds, there could 
be recovered 8,840,182,111 M. c. f. of gas at 16.4 pounds pressure. The 
Commission’s staff witness Hammer gave it as his opinion that as of 
August 1, 1939, at an assumed abandonment pressure of 25 pounds, 
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there could be recovered 22,420,000,000 M. c. f. of gas at 14.65 pounds 
pressure. In addition, the witness Hammer upon the same basis esti- 
mates the recoverable reserve of Canadian Company to be 3,645,000,000 
M. c. f. 

We are convinced that, without adjustment, none of the foregoing 
estimates can be accepted as the amount of natural gas reasonably 
expected to be recovered from the Texas Panhandle field. It seems 
clear from the evidence that the company’s estimates are too low; the 
estimates of the Commission’s staff too high. We reach that conclu- 
sion because estimates of the company witnesses based on the “porosity 
sand thickness” method or “open flow” do not appear to have been 
founded on reliable or proper data. Further than that it appears that 
when adequate development of a field has been reached and satisfactory 
pressure and production data are available, such as is found to be the 
case in the Texas Panhandle field, the pressure decline method, when 
properly used, is to be desired over those methods used by the company 
witnesses depending as they do solely upon matters of judgment. 

The major criticisms made by Canadian Company of Commission 
stalf estimates were: (1) the pressure decline method cannot be applied 
to the Texas Panhandle field, (2) the use of quadrants in applying the 
method was incorrect, (3) account was not taken of the migration of 
gas under Canadian’s acreage, (4) a 25 pound abandonment pressure 
is too low, and (5) account was not taken of the early unmetered 
production j in the field. 

The pressure decline method is recognized as a satisfactory method 
of estimating gas reserves in a field that is depleted as much as 15% 
or more and where reliable pressure and production data are available. 
The Texas Panhandle field meets these qualifications. It is a well 
developed field and the pressure and production records maintained 
by the Texas Railroad Commission are adequate and satisfactory. 
The estimates of Canadian Company witnesses based on porosity, pay 
thicknesses and open flow. were not founded on proper data and must 
be considered essentially unreliable. 

The dispute concerning the accuracy of the mathematical result 
following the method used by Commission staff of dividing the entire 
field into quadrants and averaging these quadrants is not clearly re- 
solved on the record. The Commission recognizes, however, that for 
the field as a whole the Commission staff arrives at an average of 
15,400 M. c. f. of remaining reserves per acre as compared with only 
11,600 M. c. f. of remaining reserves per acre under Canadian Com- 
pany acreage. If the method of averaging of quadrants is incorrect, 
it certainly has favored the company position of lower reserves. The 
record shows that Canadian acreage is considered among the very 
best in the entire field. 
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The differenves of opinion as te whether Commission staff estimate 
allowed for the migration of gas from Canadian Company acreage 
occupies considerable space on the record. The pressure decline 
method, theoretically, automatically accounts for any migration. If 
the isobaric maps are properly drawn this factor is accounted for. 

The Commission has considered Canadian Company’s remaining 
criticisms of the Commission staff estimate, abandonment pressure 
and unmetered production. There are many factors which will in- 
fluence the pressure at which wells will be abandoned. The time of 
abandonment is so far in the future, however, that the answer at 
this time must be somewhat speculative. Similiarly, any estimate of 
the amount of unmetered gas produced and wasted in the first years 
of the field must also be somewhat speculative. 

After weighing all the pertinent facts of record and making due 
allowance for the criticisms of the estimate submitted by Commission 
staff, the Commission concludes that Canadian Company’s remain- 
ing recoverable reserves, as of December 31, 1939, are not less than 
2,800,000,000 M. c. f. at 14.65 pounds pressure base and an aban- 
donment pressure of approximately 50 pounds. 

At the present and expected future rate of production of about 
55,000,000 M. c. f. a year, the 2,800,000,000 M. c. f. of recoverable 
reserves will last 53 years. This determination, therefore, settles the 
last remaining question, that of the probable length of life of the 
enterprise. For purposes of applying the service life principle for 
depreciable property it is necessary to make certain that the life of 
the enterprise will exceed that of the longest life of any major unit 
of property. A life of 50 years, from 1928, or a remaining life, 
from December 31, 1939, of 38 years has been assigned to main line 
pipe. Thus, the remaining estimated 53 year life of reserves leaves 
an ample margin for a substantial increase in rate of production. 

For the purposes of depleting the cost of production plant the 
“production method” is used. Each M. c. f. of gas produced carries 
with it a unit allowance for depletion expense. If the rate of produc- 
tion increases, the allowance for depletion increases proportionately. 
Thus, irrespective of the time within which the remaining reserves 
are used up, total investment in production facilities will be returned 
to the company in depletion expense allowances. 

The Commission recognizes that an expected remaining life of 38 
years for an extractive industry may be considered long. Canadian 
and Colorado companies’ contentions, however, that the business will 
be abandoned by 1956, or in 16 years from 1940, are not substantiated 
by any reliable evidence. The Commission takes note of the fact 
that the Texas Panhandle field and the adjacent Hugoton field are the 
largest known reservoirs of natural gas in the world. Natural-gas 
companies relying upon these fields, directly or indirectly, for their 
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source of supply may be expected to continue in business for many 
years to come, 

Parenthetically, it may be noted at this point that it makes little 
difference whether the service life principle based on the longer ex- 
pected life, or the company’s amortization principle based upon a 
1956 expiration, is adopted. The net results as to excess earnings are 
substantially the same, provided consistency is maintained in com- 
puting the annual expense and the accrued depreciation and deple- 
tion reserve requirements. This result is a striking illustration of 
the fact that if consistency is followed in the treatment of accrued 
and annual depreciation or amortization, reasonable results may be 
expected, almost irrespective of the method or theory adopted. 

Conclusions as to depreciation, depletion and amortization—In 
view of the foregoing, the Commission adopts herein the service life 
principle for determining annual and accrued depreciation and the 
production method for determining annual and accrued depletion of 
production facilities, using 2,800,000,000 M. c. f. as the remaining re- 
coverable reserves as of December 31, 1939. No serious controversy 
arose over the estimated service lives used by the Commission staff 
for the various classes of property other than main line pipe. These 
estimates stand as reasonable, and are adopted. Using these estimates 
of service lives, the 2,800,000,000 M. c. f. of remaining recoverable re- 
serves * and the plant costs adopted as set forth hereinabove, the 
following amounts are obtained as proper for annual depreciation, 
depletion and amortization expense and accrued depreciation, deple- 
tion and amortization. 


Canadian Colorado Wyoming 
Company Company Company 


As of Dec. 31, 1939: 
Accrued depletion iB ln set Ee ae 
Accrued depreciation , $2, 674, 805 
Accrued amortization yebuans 118, 605 | 


2, 793, 410 


Year 1939: 
DPGNRaN CRBORGD « «o.oo 5c ccc gncsccdbordoceeechsas 
Depreciation expense 
Amortization expense 


282, 195 

















The amortization shown above for Colorado Company covers the 
cost of the contract for the sale of gas to Colorado Springs. The 
amount of amortization accrued and the annual allowance are both in 


“The controversy on the estimated life of main line pipe was involved in the estimates 
of natural gas reserves and the remaining life of the enterprise. 

“For purposes of depleting gas well construction costs the reserves under the wells, 
rather than those under the entire acreage were used. Based on the total 2,800,000,000 
M. ec. f. these reserves were determined to be 1,724,000,000 M. c. f. as of December 31, 
1939. This is in accordance with the alternative method of depletion submitted in evi- 
dence by Commission staff. 
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accordance with the present practice of Colorado Company in account- 
ing for the total cost of $236,666. 





RATE BASE 


Two factors in addition to original cost and accrued depreciation 
must be considered before the rate base for each company can be de- 
termined. These are: (1) working capital and (2) allowance for 
property additions since December 31, 1939. 

Working capital—There is not a large difference between the work- 
ing capital requirements determined by Commission staff and by the 
respective companies. Comparisons of these amounts are shown in 
the following table: 


Working capital requirements 















Canadian 


Colorado Wyoming 
Company Cc 


Company 












gl Rk EE tl I eT DR , $120, 000 
Commission atl bniialec din cctaipd tiadinbiniepem cei Nien tala debe 150, 738 109, 065 16, 235 


a eee Se dhuetniadags lucie , 10, 935 29, 255 



























The differences shown are largely due to the inclusion by the companies 
of an allowance for minimum bank balances. These cash balances 
need not be provided for separately and were not included in the Com- 
mission staff estimates. The record is clear that delayed expense 
items, such as income taxes, provide ample funds for this purpose. Ac- 
cordingly, the amounts determined as reasonable by Commission staff 
are adopted herein. 

Property additions.—There is evidence in the record of probable’ 
future additions to plant for all three companies. A number of these 
additions, estimated at the time, have since been made. Allowance 
for these additions appears reasonable. Accordingly, an allowance 
for plant additions to December 31, 1941, is made herein. The al- 
lowances for the three companies are as follows: 








Additions allowed 

22/31/39 to 12/31/41 
penn “IIR Oe ee ee $571, 923 
RU: i isis incon bislaarenasioew nome 337, 000 
Wwyeeiitg (Oligtig os a Se hl 78, 813 


It is contended that future additions beyond those of 1941 and as far 
as 1947 should be considered. At this time such probable future addi- 
tions must still be considered speculative. Furthermore, in allowing 
the above additions without a concomitant deduction for additional de- 
preciation and depletion reserves accumulated during the same years, 
the Commission is treating the companies more than fairly. The esti- 
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mated reserve accruals for two years for Colorado Company are 
larger than the above additions and Canadian Company’s estimated 
reserve accruals for two years are almost as large as the above addi- 
tions. For ary long period of time reserve accruals will be larger 
than additions; hence the rate base would be lower if both items 
were considered. (After a natural-gas company has reached full com- 
mercial operations, the net investment—that is, cost less related re- 
serves—tends to decrease with the lapse of time and with production.) 

Contributions in aid of construction —Wyoming Company has on its 
books amounts, when properly classified, representing contributions in 
aid of construction. The payments were made by customers for con- 
struction of certain facilities incident to service to such customers. 
The evidence is that the average balance of such account was $12,183. 
The amount is no longer refundable. It represents no investment. by 
Wyoming Company. Accordingly, the amount should be deducted 
from the plant costs here to be utilized as a rate base. 

Going value—The Wyoming Company contended that an amount 
of $175,000 should be added to cost of plant for going value. The 
amount is a judgment figure wholly unrelated to any costs or outlays. 
This Commission and regulatory agencies in general have consist- 
ently condemned the arbitrary additions to the rate base of such ficti- 
tious element of value. It is significant that neither Canadian Com- 
pany nor Colorado Company introduced any such claim. 

The amount claimed by Wyoming Company for going value is 
deemed unjustified and is not included in the rate base. 

Conclusions as to rate bases.—There follows a summation of the rate 
base for each company based upon the conclusion reached herein as 
to each of the items involved. 


| 
Canadian Com-| Colorado Com- |Wyoming Com- 
ny pany pany 


Original cost as of Dec. 31, 1939 $10, 784, 464 $11, 879, 409 $1, 678, 878 
ss: Accrued depreciation, depletion and amortization_| 2, 134, 629 2, 793, 410 305, 044 


Depreciated original cost 8, 649, 835 | 9, 085, 999 | 1, 282, 934 
Plus: Working Capital i 150, 738 109, 065 16, 235 
Additions to Dec. 31, 1941 571, 923 337, 000 78, 813 


: Customer contributions._........-- dieting dtamaiptianiend acct |---------------- (12, 183) 


Prudent investment 0, 372, 496 | 9, 532, 064 | 1, 365, 799 





The Commission therefore adopts the foregoing prudent invest- 
ment amounts as the rate base for each company. 


REVENUES AND EXPENSES 


None of the companies offered in evidence a complete income state- 
ment for any period of its operations. Fragmentary sections thereof, 
such as revenues, operating expenses and taxes were presented sepa- 
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rately, in numerous exhibits. Canadian Company’s operating costs 
were stated in accordance with the terms of its contract with Colorado 
Company rather than on the basis of recognized principles of expense 
classification. Colorado Company showed revenues and expenses sepa- 
rately for the Denver line and the Texoma Natural Gas Company 
deliveries. Wyoming Company introduced an income statement but 
omitted therefrom all consideration of annual depreciation expense. 

The only complete income statements are to be found in Commission 
staff exhibits. These exhibits contained a complete analysis covering 
each of the years, 1937, 1938 and 1939. Brief summary statements 
were also introduced for the twelve months ended September 30, 1940. 
A comparative analysis of these statements reveals little difference 
in the net operating results for 1939 compared with either the three 
year average or the 12 months ended September 30, 1940. 

The Commission is aware of the substantial increase in natural gas 
sales due to the country’s war efforts. It also takes note of the increas- 
ing costs of operation. In the natura]-gas industry, however, operating 
labor and materials are a comparatively small part of total costs. 
All factors considered, it may reasonably be expected that revenues 
will increase as rapidly, if not more rapidly, than costs for all three 
companies. Nevertheless, for purposes of this order, 1939 revenues 
and costs are considered to be representative of the relationship that 
will exist between these items in the immediate future. Prediction 
of future conditions, particularly under present emergency conditions, 
is beset with more than average difficulty. Use of 1939 figures, how- 
ever, undoubtedly resolves most of the doubts as to future operation 
conditions in favor of the companies. 

Operating revenues as reported by the companies and the staff are 
essentially in agreement. The staff adjusted revenues so as to state 
all deliveries and revenues on a calendar year basis. These adjust- 
ments are minor and are accepted as reasonable. The 1939 operating 
revenues adopted herein for each of the three companies follow: 


Operating revenues 


1939 
ROG: CIRIIIAIT — Boi clin nnn ccescitieeianttatnapeneianentbtnltb $2, 393, 887 
ne a ciliaichieibchatapiessialaanegheaniaephipaatiiamesnaiieds 5, 773, 010 
Wratten Comey an ee etints i iiosusncnie ls 828, 941 


Depreciation and tax expenses will be considered along with operat- 
ing expenses in the following discussion. The most important single 
item of expense concerning which a wide difference exists between 
Commission staff and each of the companies is the annual allowance 
for depreciation expense. This has been discussed fully hereinbefore 
and appropriate allowances determined. 

Commission staff recommended a number of adjustments to operat- 
ing expenses and taxes as found recorded on the books of the com- 
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In some cases they did not adjust the items but suspended 
them for subsequent Commission decision. A brief discussion of the 
adjustments and suspensions found reasonable and adopted herein 
follows for each company. 

Canadian Company.—To the extent that any comparison is possible, 
there is only a small difference between operating expenses as shown 
in Canadian Company exhibits and as shown in Commission staff 
exhibits. But, as stated previously because of the fragmentary nature 
of Canadian Company’s exhibits, it is necessary to deal with the Com- 
mission staff figures exclusively. , 

For 1939 Commission staff reported operating expenses, as adjusted, 
of $665,287 and before adjustments of $746,556. Almost the entire 
adjustments are concerned with residual operations expenses. With 
the exception of the adjustment of $11,722 in connection with the joint 
operations of the Texoma Natural Gas Company’s Fritch gasoline 
plant and an item of $223 of nonrecurring expense, the balance of the 
staff expense adjustments are found reasonable. Unless the balance 
of the adjustments are made, operating expenses are overstated by the 
amount thereof. As a result of the above changes to the staff adjusted 
amount’ of $665;287, operating expenses for 1939 are found to be 
$677 232. 

A further deduction of $6,614 for delay rental expense is found 
necessary. This amount was included in expenses by Commission 
staff since an adjustment to the plant account was made of $151,591 for 
past delay rentals capitalized. This plant adjustment was not adopted 
herein and it is, therefore, necessary to deduct the amount of $6,614 
from 1939 expenses. After deducting this amount, a balance of $670,- 
618 is obtained for operating expenses. 

To this amount for operating expenses of $670,618, two-items must 
be added. First, exploration and development costs of $41,573 for 
1989. Second, an allowance for rate case expense. Actual rate case 
expense for 1939 was suspended by Commission staff for Commission 
consideration. It is customary to amortize such expenses over a period 
of 5 years, or more. Canadian Company in its exhibits claimed $41,000 
a year for 5 years as necessary to cover its total costs. A close scrutiny 
of some of the rate case expenses might show certain expenditures as 
unreasonable charges against rate payers. For purposes of this order, 
however, the Commission adopts the full annual amount claimed by 
the company as well as the five year amortization period. 

The addition of the above two items results in an amount of $753,191 
as the 1939 operating expenses of Canadian Company, which amount 
is considered as reasonable. 

The total taxes of Canadian Company for 1939, including Federal 
income taxes, were $177,162. Commission staff deducted an amount 
of $2,021 of Federal capital] stock tax and suspended all Federal income 
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tax of $66,403 for further consideration. The Commission staff de- 
duction is not adopted and the suspension is also reinstated. 

Commission staff suspended all Federal income taxes. This was 
done to call attention to the fact that a tax adjustment would be 
necessary if the Commission changed rates and, therefore, profits. 
The reduction in charges and consequent reduction in taxable income 
ordered hereinafter would result in a substantial decrease in income 
taxes at the 1939 rates. However, tax rates have increased over those 
of the past. Accordingly, the full amount of the 1939 income taxes of 
‘$66,403 are allowed herein and these together with increase in business 
are considered as fair estimates of the future as can now be made. 

A summary of the operating revenue deductions for 1939 found 
proper and reasonable herein for Canadian Company follows: 


perenne Qtek eeiheh ones $753, 191 
a LP Oe ee 157, 774 
Depletion: @upenees ii 2 ee ie 80, 969 
TN Es cartel amrighchingssristsiapnbribiicindidhoabdbisinblibtihdihioes 177, 162 

"EGR Tern GOTO os eke en caihiotnemniemaatpen 1, 169, 096 


The deduction of this amount from the 1939 revenue of $2,393,387 
leaves a balance of $1,224,291 as the 1939 income available for return. 

Colorado Company.—Again, for reasons hereinbefore set forth, it 
is necessary to deal exclusively with expenses as shown by Commis- 
sion staff exhibits. Operating expenses, as adjusted, for 1939 were 
reported as $425,019, and before any adjustments (but after reclassi- 
fications to conform to the system of accounts), $432,643. These 
expenses are exclusive of the cost of purchased gas for 1939 of 
$2,112,951. 

Commission staff adjustments to operating expenses consist chiefly 
of a deduction of $7,360 from transmission line maintenance. The 
evidence on record tends to support this deduction. However, for 
purposes of this order the operating expense of $432,643, as shown by 
the Colorado Company on its books (reclassified) is adopted. 

Adding to this operating expense of $432,643, an allowance for 
amortizing expenses in connection with these proceedings is considered 
reasonable. During 1939 Colorado Company reported expenses of 
$58,290 in connection with the rate case. These expenses were sus- 
pended by Commission staff for further consideration. In its evidence 
Colorado Company claimed an annual allowance of $43,000 for a 
five-year period to cover its total estimated expenses attributable to 
the rate case. This amount is accepted herein as the best estimate on 
record as to a proper allowance for rate case expense. The addition 
of this allowance to operating expenses of $432,643 results in a total 
allowance of $475,643. 
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Total taxes, including Federal and State’ income taxes, for 1939 
were $637,641. Commission staff deducted an amount of $22,693 
representing a portion of Federal capital stock tax as not properly 
includible in gas expense. Because of the general tax situation, the 
‘Commission allows this portion of capital stock tax as a proper charge. 

Federal and State income taxes for 1939, included in the total taxes 
of $637,641, are $419,040. These income taxes were suspended by 
Commission staff for further consideration. For reasons given in 
discussing a similar item of expense of the Canadian Company, the 
item is allowed in full. 

There is no controversy as to the 1939 actual cost of purchased gas 
for resale of $2,112,951. This is the largest and predominating 
item of operating costs. The reasonableness of this charge made by 
Canadian Company is, of course, involved in this case. Any adjust- 
ment in Canadian Company rates and charges by order will result 
in an adjustment of this cost item. 

A summary of the revenue reductions found proper and reasonable 
for the Colorado Company follows: 

Operating expenses 
Cost of purchased gas 2, 112, 951 


Depreciation expense 
Amortization expense 


Total revenue deductions 


The deduction of this amount from the 1939 revenue of $5,773,010 
leaves a balance of $2,264,580 as the 1939 income available for return. 

Wyoming Company.—Essentially the only difference between com- 
pany and Commission staff statement of operating expenses is in the 
staff suspension of all rate case expense. During 1939, a total of 
$14,282 was reported as rate case expense. Wyoming Company’s esti- 
mate of rate case expense for 1939, 1940 and 1941 totaled approxi- 
mately $87,660. On the basis of amortizing this expense over a 
five-year period, an annual allowance of $17,500 is made. 

Commission staff recommended deductions from operating expenses 
for 1939 of $2,579 are accepted. Included in this total is $1,657 rep- 
resenting expenditures for entertainment and donations not properly 
includible in operating expenses. The balance, $922, represents a 
series of minor adjustments. 

Allowing the $17,500 for rate case expense and accepting the mis- 
cellaneous adjustments of $2,579 results in total operating expenses for 
1939 of $85,364. This amount is exclusive of the cost of purchased 
gas. 


% Total gas purchased was $2,126,330. The difference, or $13,379, represents gas used in 
company operations and is included in operating expenses. 
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The 1939 cost of purchased gas, after adjustment to a calendar year 
basis, was $498,103. During the year the rate for purchased gas from 
Colorado Company increased from 20 cents per M. ¢. f. to 224% cents 
per M.c.f. The difference between the amount paid in 1939 and the 
cost for full year 1939 on the 2214 cent rate is $23,120. Operating 
expenses have not been increased by this amount and need not be in- 
creased since the reasonableness of this 2214 cent rate of Colorado 
Company as well as its other rates for resale gas are under considera- 
tion in this proceeding. In the allocation of costs, discussed in the 
following section, appropriate consideration is given to this inter- 
relationship of revenues of the selling company and costs of the 
purchasing company. 

As in the case of taxes for Canadian Company and Colorado Com- 
pany, and for the same reasons set forth in the discussion thereof, 
Wyoming Company’s actual taxes for the year 1939 are adopted herein. 
For 1939 the total taxes, including income taxes, were $57,106. 

A summary of the operating revenue deductions for 1939 found 
proper and reasonable herein for Wyoming Company follows: 





IO CIR ans iinet linda dia, $85, 364 
EOE ORS DUDORERNE 0 nec ccnmcewenqucsnencenhsiandiaidalia 498, 103 
UU UIOE ~ CUI siete eiilinhiiteceaiilbedd 38, 280 
I aaa clei ot cntnienanitieneen ettsiniennintciesiasiniiticaiapsiaiiaitiabbiihn td akbibhnag gp are 

GbE Bevan GOIN vii ein cmiccepisnstlblnstncaistictinntiomndnanas 678, 853 


The deduction of this amount from the 1939 revenue of $828,941 leaves 
a balance of $150,088 as the 1939 income available for return. 

Conclusions as to income available for return—For convenience, 
there follows a tabulation of the operating revenue, operating revenue 
deductions and resulting income available for return for the year 1939 
for all three companies: 











Canadian Colorado Wyoming 

Company Company Cempany 
CpemONing MONI, oo. oon oo sera cc kc deccelscendecuestes $2, 393, 387 $5, 773, 010 $828, 041 
alias = ee 

Operating revenue deductions: 

Operating expenses. -.-.......-.....-.....-+--+-44--- 753, 191 475, 643 85, 264 
EET PEP ENO 5 nevccdscdcctccccchencccseccesivccobadbies isos 2, 112, 951 498, 103 
EI oo cinch smechtmenndnn dnindendatnn 6engentde OOO 1 .eceammenngnineloensoscetodnatte 
Ge ode os lokuddececcvedmasodupscnocesebed 187, 774 268, 305 38, 280 
PERUINEIO Rc... iidhidne cn cvaveee Guticndngp an cocedbnstanttguecsenm SE BD fo tatlnnlenteehae te tice 
MGs t cotacennh esedbuddisecssétddeddecnotstasiebwe 177, 162 637, 641 57, 106 
Total deductions. ............-- i asi 1. 169, 096 | 8, 508, 430 | 678, 853 
Income available for return. ........-.--..-.-.---.--«--- 1, 224, 291 2, 264, 580 150, 088 


RATE OF RETURN 


There is no exact or fixed formula for determining a reasonable 
rate of return. In the final analysis the rate of return fixed must be 
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the Commission’s best judgment of what is fair, based on the evidence 
of record and guided by the basic facts required by law to be consid- 
ered. These basic facts are best set forth in the opinion of the United 
States Supreme Court in Bluefield Waterworks & Improvement Com- 
pany v. Public Service Commission of West Virginia, 262 U. S. 679. 
The requirements stated that consideration be given to the returns 
earned by like investments which are attended by corresponding 
risks and uncertainty in the same vicinity and over the same period of 
time are well known. 

The record contains a great amount of testimony on rate of return. 
Four witnesses for the companies and one witness for Commission 
staff offered exhibits. Opinion of company witnesses indicates a fair 
rate of return to be not less than 8%. Evidence of Commission staff 
witness indicates a fair rate of return as not more than 614%. 

Commission staff exhibits contained complete and comprehensive 
studies of the history and trend of interest rates, stock yields, stability 
of earnings of public utilities and other enterprises, general economic 
conditions and local conditions in the area of the market,served. In 
addition, general statistics of the natural gas industry and present 
facts concerning the ownership, issuance, prices and yields of securi- 
ties of natural gas pipe line companies, were introduced. Company 
witnesses relied primarily upon judgment or a far more limited study 
of financial experience of utilities, natural gas companies and other 
enterprises, both in the past and for the present. Nevertheless, the 
exhibits of practically all witmesses show that over-all returns are 
lower than before and that the returns being demanded by investors 
are among the lowest that have ever existed. 

Canadian Company has a long-term, and essentially cost of service 
contract, with its affiliate, Colorado Company. Colorado and Wyo- 
ming companies’ sales are also principally to subsidiaries or affiliates 
and to stable markets. Colorado Company’s principal industrial sale 
to Colorado Fuel and Iron Corporation is made to an affiliate. All 
these facts materially reduce basic business risks that might be present 
under other circumstances. 

Parenthetically, one important difference exists between the cir- 
cumstances in this case and in the Vatwral Gas Pipeline Company case. 
Due to the very large sales made to Colorado Fuel and Iron Corpora- 
tion the proportion of Colorado’s total industrial sales to its city gate 
sale for resale is very much larger than for Natura] Gas Pipeline 
Company. Rates to such industrials are not subject to the jurisdic- 
tion of this Commission and are limited in a large measure by costs 
of competitive fuels, such as coaland oil. As it will be shown sub- 
sequently, a portion of the total earnings in excess of a fair rate of 
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return of Colorado Company allocable to these main line customers 
but no reduction in these rates is ordered. The amount of these earn- 
ings in excess of 644% rate of return is approximately $131,000. If 
Colorado Company retains these earnings in excess of a 614% rate 
of return on its sales to these customers, its rate of return on its entire 
business is increased to approximately 8% after placing into effect 
the reductions in rates ordered herein. 

Evidence of record shows that the natural-gas industry is now rec- 
ognized as a major utility industry which has passed its experimental 
and development period. It is now seasoned. Its securities are 
attractive to, and held in large amounts by institutional investors, and 
recent financing has been at low interest rates. The Commission takes 
note of the fact that in 1940 Colorado Company refinanced its out- 
standing bonded indebtedness at an interest rate of 234%. 

After consideration of all the testimony of record relating to the 
fixing of a fair rate of return, the Commission concludes that 614%, 
on the bases herein found to be reasonable, is the maximum rate of 
return that can be considered fair in this case for all three companies. 

The Supreme Court in its decision of March 16, 1942, in the case 
of Natural Gas Pipeline Company of America et al v. Federal Power 
Commission, 315 U. S. 575, 596-7, fully supports this view."* 

Conclusions as to amount of excessive returns.—Application of this 
rate of return to the respective rate bases of each company as deter- 
mined herein results in the amount of return considered as reasonable 
for each company. The following summary tabulation shows the 
rate base, income available for return, reasonable return (614% on 
rate base) and excessive return for all three companies. 


Canadian Colorado 
Company Company 


LeRate bee. eck s Sidi inde $9, 535, 000 

2. Income available for return 2, 264, 580 
3. 6% percent on rate base 619, 775 
4. Excessive returns (2 minus 3) _......................- 1, 644, 805 





%In its discussion of “Fair Rate of Return” in that case, the Court states: 

“The Commission found that ‘6% percent is a fair annual rate of return upon the rate 
base allowed,’ which it had characterized as ‘a generous allowance.’ The courts are re- 
quired to accept the Commission's findings if they are supported by substantial evidence. 
§ 19 (b). We cannot say on this record that the Commission was bound to allow a higher 
ae Se io) 

“The business is in the same position as other similar businesses with respect to in- 
creased taxation, inflation, and costs of operation. Other factors such as credit risks, risks 
of technological changes, varying demands for product, relatively small labor require- 
ments, and conversion of inventory into cash compare more favorably, After a full con- 
sideration of all of these factors and of expert testimony, the Commission concluded that 
the prescribed reduction in revenues. was just and reasonable, and that the 644% was a 
fair rate of return,” 
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ALLOCATION OF COSTS 


It is readily apparent that the foregoing determination of earnings 
in excess of a reasonable return, -by companies, is based upon all the 
components of a rate case, in effect at the time, specifically applicable 
to each of the companies as separate operating entities. This has been 
necessary because there are present in the proceeding three separate 
and distinct rate cases. 

However, to stop there is to ignore realities. The entire project, 
although involving facilities of three corporate entities, is, for all 
practical purposes, a single project now designed to produce, gather, 
transmit and sell natural gas from the Texas Panhandle field to con- 
sumers along the line as far north as Cheyenne, Wyoming. The oper- 
ation of the project is such that it is impossible, for example, to alter 
the rates of Canadian Company without simultaneously affecting the 
reasonableness of the rates of Colorado Company. Likewise the rates 
of Colorado Company cannot be altered without affecting the rates 
of the Wyoming Company. 

Accordingly, if the rate-payer is to receive all to which he is justly 
entitled, we are compelled to determine Colorado Company’s propor- 
tionate share of the reduction ordered for Canadian Company in the 
sum of $614,916 and to cause that amount plus the excess earnings of 
Colorado Company in the sum of $1,644,805 to be passed on to its 
customers. In turn the rates of Wyoming Company must be revised 
downward to reflect the saving in gas purchased as a result of the 
foregoing plus its previously determined excess earnings in the amount 
of $61,298. The orders that we adopt will be designed to accomplish 
that result. 

The Commission is aware that in an investigation such as this it is 
incumbent on it to determine the reasonableness or unreasonableness 
of the rates and charges subject'to its jurisdiction. This requires that 
the total costs of operations, including depreciation, taxes and a fair 
return, be distributed among the various customers served, individ- 
ually or by appropriate groups. To the extent that such costs allocated 
to sales under the Commission’s jurisdiction are less than revenues re- 
ceived, the rates and charges made are unjust and unreasonable, and 
revenues must be reduced accordingly. 

It does not follow, from this obligation of the Commission, that an 
allocation of physical property or portions thereon, must be made, 
before any excessive returns are determined, as seems to be the conten- 
tion of the companies. In fact, the fragmentary presentation by the 
companies of revenues and expenses particularly, is rooted in the 
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attempt to make property allocations first and as a starting point for 
all subsequent exhibits and testimony. Nowhere in the entire evidence 
submitted by Canadian and Colorado companies is there a complete 
presentation of the entire operations of the company broken down 
between jurisdictional and nonjurisdictional operations. 

All that can be accomplished by an allocation of physical properties 
can be attained by allocating costs including the return. The latter 
methcd is by far the most practical and business-like. 

Canadian and Colorado companies submitted a number of so-called 
allocation studies. Each is premised on a different theory or prin- 
ciple, and starts with the Denver line as distinct from other oper- 
ations. These theories varied from assuming a field price for gas as 
the prevailing market price, to the construction and operation of a 
separate line for city gate resale deliveries only. For the most part 
the assumptions made either do not square with realities or are patent- 
ly unreasonable as applied to properties and operating conditions 
such as those concerned. 

Commission staff exhibits on cost allocation followed principles that 
have long been recognized as reasonable in the public utility field 
and are widely accepted. Therein costs are divided essentially into 
two groups, fixed and variable. Fixed costs are largely joint costs 
which do not vary with volume of sales. The total amount of such 
costs are largely proportional to the maximum demand on the system 
or system capacity. Accordingly, these costs have been allocated 
basically in proportion to each customer’s responsibility for the peak 
day demand. Variable costs are largely those that vary proportional 
to output or volume of sale. Accordingly, these costs have been 
allocated in proportion to volume of gas purchased by each customer. 

The principles and methods of cost allocation presented by Com- 
mission staff are obviously the most appropriate and reasonable for 
Canadian and Colorado companies. Applying the physical and op- 
erating data submitted in evidence by Commission staff to total costs 
for each company results in the allocations shown in the following 
table. The total cost of service for Colorado Company is the amount 
found reasonable herein except for purchased gas. The actual cost 
of gas purchased from Canadian Company of $2,126,000 is eliminated 
and there is substituted the proper allocated cost of $1,575,000. This. 
is a reduction of $551,000. This amount added to the excess returns 
of $1,645,000, based on the present cost of gas, makes a total of 
$2,196,000 as the new excess earnings over 644% rate of return. 
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CANADIAN COMPANY 


Customers Revenue _| Allocated costs | @xeess revenue 


over costs 


$2, 126, 000 $1, 575, 000 $551, 000 
Clayton Gas Co 25, 000 15, 000 


Amarillo Oil Co 205, 000 152, 000 
22, 000 28, 000 


sma 1, 770, 000 
8, 000 8, 000 
2, 398, 000 | 1, 778, 000 





COLORADO COMPANY 





Direct industrial sales - . $1, 277, 000 $1, 162, 000 
Sales to publie authorities 49, 000 33, 000 
Sales to other gas utilities. .............................- 3, 062, 000 1, 652, 000 
Natural Gas Pipeline Co ‘ 1, 376, 000 721, 000 


Total 5, 764. 000 
Miscellaneous operating revenues d ‘i. 9, 000 





6,778, 00 | 


Canadian Company sales to Colorado Company and to Clayton Gas 
Company are made under rate schedules on file with the Commission, 
FPC rate schedules Nos, 1 and 2, respectively, and are under its 
jurisdiction. As indicated above, revenues from these sales exceed 
the costs by $561,000. Accordingly, the.Commission finds the Cana- 
dian Company’s rates and charges under its FPC rate schedules Nos. 
1 and 2 unjust and unreasonable and by order hereinafter entered 
requires the company to reduce its rates and charges by that amount. 

All Colorado Company sales classified as “Sales to other gas utilities” 
and its sales to Natural Gas Pipeline Company are made under rate 
schedules on file with the Commission, and are under its jurisdiction. 
As indicated above, total revenues from these sales exceed costs by 
$2,065,000. A distribution of this total between resale customers and 
to Natural Gas Pipeline Company is shown in the attached Exhibit A. 
Accordingly, the Commission finds the Colorado Company’s rates 
and charges under its rate schedules Nos. 1, 2, 3, 4, 5, 6, 7, 8, and 9 
unjust and unreasonable and by order hereinafter entered requires 
the company to reduce these rates and charges by the amount of $2,- 
065,000 annually. 


COLORADO-WYOMING GAS COMPANY 


In preparing its allocation of costs for Wyoming Company, Com- 
mission staff departed from the use of the system peak day for allocat- 
ing. demand (fixed) costs and combined the separate class peaks of 
resale custemers and of main line industrial customers. This method 
is commonly used, but under the particular circumstances surrounding 
the deliveries of gas to the industrial customers involved, a variation 

582231—44—vol. 3——5 
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from that method as hereinafter set forth would be in keeping with 
the company’s operations. The Colorado Portland Cement Company, 
the principal main line industrial user, is curtailed regularly during 
system peak days. Its demand on the system peak day is, in our 
opinion, a proper measure of its proportionate share of demand costs 
than its highest. off-peak demand. Accordingly, the principles and 
methods of cost allocation presented by Commission staff are adopted 
with the modification that the coincident demands of all customers 
on the system peak day are used, and with exception of deliveries to 
Highway Gas Company. 

Deliveries to Highway Gas Company are for all practical purposes 
an exchange of gas with Goodstein Pipeline Company. The total 
amount of revenue involved is less than $700 per year. In view of 
these facts no attempt was made to make a special cost study and costs 
have been assumed to equal revenues, 

The total costs of Wyoming Company to be allocated are those 
found reasonable herein with the exception of the cost of purchased 
gas. As shown in Exhibit B attached, the charges made by Colorado 
Company to Wyoming Company exceed costs by $98,000. A reduc- 
tion of this amount ordered herein reduces Wyoming Company’s total 
costs (including return) from $768,000 to $670,000 and increases the 
amount of excess returns as shown in the previous section on “Rate of 
return” from $61,000 to $159,000. 

A summary of the results of this allocation of costs follows: 





Allocated Excess revenue 
costs 





Revenue pose 
Direct industrial sales._.........------------------------ $236, 000 $201, 000 $35, 000 
Sales to public authorities................--.------------ 11, 000 6, 000 5, 000 
Sales to other gas utilities. ........-..-.-------.«--------- 582, 000 463, 000 119, 000 


$29,000| 670,000/ «158,000 
All Wyoming Company “Sales to other gas utilities” are made under 
rate schedules on file with this Commission and are under its jurisdic- 
tion. As indicated above a total revenue from these sales exceed costs 
by $119,000. The balance of the excess revenues (allocated to other 
customers) is $40,000 which if not passed on in rate reductions will 
increase the overall rate of return earned by Wyoming Company from 
614% to approximately 914%. 

The amount of the reduction in charges determined above are 
materially dependent upon the reduction in charges of Colorado Com- 
pany to Wyoming Company. The Commission order entered herein 
grants Wyoming Company 30 days from and after the effective date 
of the new rates required to be filed by Colorado Company for the 
filing of its own ordered reduced rates. 








Le 


888 


| 8 


RR = 
a ? 


CANADIAN RIVER GAS COMPANY ET AL. 65 


The Commission finds Wyoming Company’s rates and charges under 
its FPC rate schedule Nos, 1, 2, 3, 4, and 5 unjust and unreasonable 
and, by order hereinafter entered, requires the company to reduce 
these rates and charges by the amount of $119,000 annually. 

Appropriate orders will be entered in conformity with this opinion. 

Lznanp OLps. 

Craupe L. Draper. 

Bast Man ty. 

Joun W. Scort. 

Curve L. Seaver. 
Exhibit A 


COLORADO INTERSTATE GAS COMPANY 
ALLOCATED COST OF SERVICE 


Sales to other gas utilities and to pipe-line companies, 1939 


F.P. 
Cc 


z j rate 
Name of customer | sched- 


| No. 


Sales to other gas utilities: | 
The Arkansas Valley Natural | 
Gas C | 


$3, 
Citizens 6, 


Colorado-W yoming Gas Co-_. ; 495, 


The Pueblo Gas & Fuel Co... \f 1 
Public Service Co. of Colorado. , 1 


Total other gas utilities... ___ | 10, 974, 156 
Natural Gas Pipeline Co. of Am- 
Gp ss Sviel. dean dtieconseaee. : | 20, 367, 632 


I i ka eee ae | 31, 341, 788 | 4, 438, 000 


000 
City of Colorado Springs -.--. . 213, 000 
000 
000 
000 


58, 
25, 

















Exhibit B 
COLORADO-WYOMING GAS COMPANY 
ALLOCATED COST OF SERVICE 


Sales to other gas utilities, 1939 


! 
|v. .| 
C.rate| M.c.f. 
Name of customer sched-| at 14.65 
ule pounds 


Cheyenne Light, Fuel & Power Co 
Publie Service Co. of Colorado. -.. 
Greeley Gas & Fuel Co 

Highway Gas Co 
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Order reducing rates—Canadian River Gas Company 


Canadian River Gas Company, Colorado Interstate Gas Company 
and Colorado-Wyoming Gas Company ; City and County of Denver, 
Colorado, Complainant v. Public Service Company of Colorado, 
et al., Defendants; Public Service Commission of Wyoming, Com- 
plainant v. Colorado-Wyoming Gas Company, et al., Defendants 


(G-118, G-121, G-124) 


Upon consideration of the orders previously issued in these pro- 
ceedings, the evidence of record, the briefs and petition filed, and the 
Commission having on this date issued its opinion in this matter, which 
is hereby incorporated and made a part hereof; 

The Commission finds that: 

(1) The Canadian River Gas Company (hereinafter referred to as 
Canadian Company), a Delaware corporation, owns and operates 
facilities for the production, gathering, transportation and sale of 
natural gas for resale in interstate commerce, and is a “natural-gas 
company” within the meaning of the Natural Gas Act. It produces 
gas from its leaseholds in the Panhandle field in the State of Texas, 
gathers such gas in the field and, (a) transports a portion of it through 
its main 22” line a distance of approximately 86 miles to a point in 
New Mexico known as Clayton Junction where the gas so transported 
is sold for resale to Colorado Interstate Gas Company and Clayton 
Gas Company, and (b) transports a portion of it through the facilities 
of Texoma Natural Gas Company to a point in Oklahoma known as 
Gray Junction where the gas so transported is also sold for resale to 
Colorado Interstate Gas Company; 

(2) A substantial portion of the natural gas sold to Colorado Inter- 
state Gas Company (hereinafter referred to as Colorado Company) 
at Clayton Junction is transported by Colorado Company 254 miles 
to the environs of Denver, Colorado, for sale to Public Service Com- 
pany of Colorado and to Colorado-W yoming Gas Company; the entire 
system from the Panhandle field to Denver, Colorado, is operated 
as a single property and is commonly referred to as the “Denver 
Line.” A substantial portion of the natural gas delivered at Gray 
Junction in Oklahoma is further transported through the facilities 
of Natural Gas Pipeline Company of America and Chicago District 
Pipeline Company to Chicago, Illinois; 

(3) Natural gas sales to Colorado Company and to Clayton Gas 
Company are sales for resale in interstate commerce and are made 
under rate schedules on file with this Commission and designated 
as Canadian River Gas Company FPC rate schedules Nos. 1 and 2, 
respectively. The rates and charges, demanded, observed, charged, 
and collected by Canadian Company for the transportation and sale 
of natural gas for resale under its FPC rate schedules Nos. 1 and 2, 
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together with all rules, regulations, practices, and contracts, affecting 
such rates and charges, are subject to the jurisdiction of this 
Commission ; * 

*(4) The original undepreciated cost of Canadian Company’s gas 
plant as of December 31, 1939, is $10,784,464 ; 

(5) The remaining recoverable gas reserves of Canadian Company, 
as of December 31,1939, are not less than 2,800,000,000.M. c. f. at 14.65 
pounds per square inch absolute pressure and an abandonment pres- 
sure of approximately 50 pounds per square inch; at the present and 
expected future rate of production these reserves will last in excess 
of 50 years; 

(6) The production method is the most suited, for purposes of these 
proceedings, for determining annual and accrued (existing) depletion 
of gas leaseholds and gas well intangible costs; using the above deter- 
mined recoverable gas reserves and the production method, an annual 
depletion expense of $80,969 and an accrued depletion, as of December 
81, 1939, of $653,681 are determined as reasonable and proper; 

(7) The service life principle is proper, for purposes of these pro- 
ceedings, for determining annual and accrued (existing) deprecia- 
tion of transmission facilities and all property other than gas lease- 
holds and gas well intangible costs; using this principle an annual 
depreciation expense of $157,774 and an accrued depreciation, as of 
December 31, 1939, of $1,480,948, are determined as reasonable and 
proper ; 

(8) The amount of $8,649,835 (original cost of $10,784,464 less ac- 
crued depletion of $653,681 and accrued depreciation of $1,480,948), is 
the depreciated original cost of Canadian Company’s gas plant as of 
December 31, 1939; 

(9) An allowance of $571,923 for additions to property from De- 
cember 31, 1939, to December 31, 1941, and of $150,738 for working 
capital are sufficient and reasonable; these allowances added to the 
depreciated original cost result in an amount of $9,372,496 (accepted 
as $9,375,000) as the proper prudent investment rate base upon which 
Canadian Company is entitled to earn a fair rate of return; 

(10) An annual rate of return of 614 percent on the rate base of 
$9,375,000, or $609,375 is a fair and reasonable return to Canadian 
Company; 

(11) Reasonable and proper allowances for operating expenses, 
including an allowance for amortizing rate case expense over a five- 
year period, depletion, depreciation, and all taxes are as follows: 

Operating expenses $753, 191 
Depletion expense 80, 969 
Depreciation expense 157, 774 

177, 162 


1, 169, 096 
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(12). The total allowable cost of all services of Canadian Company 
is $1,169,096 plus $609,375 for a fair return or $1,778,471; a proper 
allocation of this total cost and its relationship to revenues for 1939 
for sales to Colorado Company, Clayton Gas Company, and all others 
follows: 






Allocated Excess revenue 
Customer Revenue *- eosts over costs 







































aber O00 sisson odhcec tentins sin csteusissenspasdes $2, 126, 000 $1, 575, 000 $551, 000 
Ce eT nea ne oenaapenntbnaitnaedien 25, 000 15, 000 10, 000 
BT GON a 5 ins iio ain niki jee Khe wdecespdecieed 242, 000 188, 000 54, 000 
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(18) Therefore, the rates and charges made, demanded, and re- 
ceived by Canadian Company for and in connection with the transmis- 
sion and sale of riatural gas for resale in interstate commerce to Colo- 
rado Company and Clayton Gas Company are unjust, unreasonable, 
and excessive to the extent of $561,000 per year; 

(14) The rates and charges made, demanded, and received by 
Canadian Company, after reflecting the reductions hereinafter 
ordered, will be just and reasonable ; 

Therefore, the Commission orders that: 

(A) The petition of Canadian River Gas Company to reopen these 
proceedings for the purpose of taking further evidence be and the 
same is denied; 

(B) The rates and charges made, demanded, or received by Ca- 
nadian River Gas Company for the transportation and sale of natural 
gas for resale to Colorado Interstate Gas Company under its FPC 
rate schedule No. 1 shall be reduced by not less than $551,000 per year; 

(C) The rates and charges made, demanded, or received by Cana- 
dian River Gas Company for the transportation and sale of natural 
gas for resale to Clayton Gas Company under its FPC rate schedule 
No. 2 shall be reduced by not less than $10,000 per year; 

(D) Canadian River Gas Company shall file on or before April 25, 
1942, new schedules of rates aad charges for or in connection with the 
transportation and sale of natural gas in interstate commerce for 
resale to reflect the reductions ordered in paragraphs (B) and (C) 
above, which new schedules of rates and charges shall be effective 
as to all bills regularly rendered on and after May 15, 1942; 

(E) The Commission reserves the right to reject all or any part of 
such new schedules and in lieu thereof to prescribe the same by further 
order ; 

(F) On and after the effective date of the new schedules of rates 
and charges filed and made effective in accordance with paragraph 


» we ws 
‘ ‘ 
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{D) above, Canadian River Gas Company shall cease and desist from 
making, demanding, or receiving any rates and charges which do not 
reflect the reductions ordered in paragraphs (B) and (C) above. 


Order reducing rates—Colorado Interstate Gas Company 


Canadian River Gas Company, Colorado Interstate Gas Company and 
Colorado-Wyoming Gas Company; City and County of Denver, 
Colorado, Complainant v, Public Service Company of Colorado, 
et al., Defendants; Public Service Commission of Wyoming, Com- 
plainant v. Colorado-Wyoming Gas Company, et al., Defendants 


(G-118, G-121, G-124) 


Upon consideration of the orders previously issued in these pro- 
ceedings, the evidence of record, the briefs and petition filed, and the 
Commission having on this date issued its opinion in this matter, 
which is hereby incorporated by reference and made a part hereof; 

‘Fhe Commission finds that : 

(1) Colorado Interstate Gas Company (hereinafter referred to as 
Colorado Company), a Delaware corporation, owns and operates 
facilities for the transportation and sale of natural gas for resale 
in interstate commerce, and is a “natural-gas company” within the 
meaning of the Natural Gas Act. It transports gas from Clayton 
Junction, New Mexico, at the terminus of the transmission pipe line 
of Canadian River Gas Company (hereinafter referred to as Canadian 
Company), through its main line consisting of 20’ and 22” steel 
pipe, a distance of 254 miles through New Mexico into the State of 
Colorado to the outskirts of the City of Denver, Colorado. Sales are 
made along the line to gas utilities and industrial customers and to 
Public Service Company of Colorado and Colorado-Wyoming Gas 
Company at the terminus of the line. Sales are made to the Natural 
Gas Pipeline Company of America at Gray Junction, Oklahoma, at 
the point of receipt of the natural gas from Canadian Company ; 

(2) The entire natural gas requirements of Colorado Company are 
obtained from its affiliate, Canadian Company; the systems of the two 
companies are operated as a single property ; 

(3) Natural gas sales to The Arkansas Valley Natural Gas Com- 
pany, Citizens Utilities Company, City of Colorado Springs, Col- 
orado-Wyoming Gas Company, The Pueblo Gas and Fuel Company, 
Public Service Company of Colorado, and Natural Gas Pipeline Com- 
pany of America are made under rate schedules on file with this 
Commission and designated as Colorado Interstate Gas Company 
FPC rate schedules Nos. 1 to 9, inclusive. The rates and charges 
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demanded, observed, charged, and collected by Colorado Company 
for the transportation and sale of natural gas for resale under FPC 
rate schedules Nos. 1 to 9, inclusive, together with all rules, regula- 
tions, practices, and contracts affecting such rates and charges, are 
subject to the jurisdiction of this Commission ; 

- (4) The original undepreciated cost of Colorado Company’s gas 
plant as of December 31, 1939, is $11,879,409; 

(5) The amount of $2,874,805 for accrued depreciation in the prop- 
erty of the Colorado Company as of December 31, 1939, is the best 
possible estimate of the actual depreciation as of that date and is 
reasonable. The amount of $118,605, being Colorado Company’s ac- 
crued amortization as of December 31, 1939, for the cost of the Col- 
orado Springs gas sales contract, is reasonable ; 

(6) The amount of $9,085,999 (original cost of $11,879,409 less 
accrued depreciation of $2,674,805 and accrued amortization of 
$118,605) is the depreciated original cost of Colorado Company’s gas 
plant as of December 31, 1939; 

(7) An allowance of $337, 000 for additions to property from De- 
cember 31, 1939, to December 31, 1941, and of $109,065 for working 
capital are sufficient and reasonable; these allowances added to the 
depreciated original cost result in an amount of $9,532,064 (accepted 
as $9,535,000), as the proper prudent investment rate base upon which 
Colorado Company is entitled to earn a fair rate of return; 

(8) An annual rate of return of 614 percent on the rate base 
of $9,535,000, or $619,775, is a fair and reasonable return to Colorado 
Company ; 

(9) Reasonable and proper allowance for operating expenses, in- 
cluding an allowance for amortizing rate case expenses over a five- 
year period, cost of purchased gas, depreciation, amortization and all 
taxes are as follows: 





Opetating “Oupeiitesc in ele it eae ad 
Cost. of purchased: gas........-..............- kbisbchlGliatn oe 2,112, 951 
DOVROCISTAON. CRONE ii sp teers repininrinibenjenaae 
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(10) By order entered in these proceedings, as of this date, against 
Canadian Company, the above cost of purchased gas has been reduced 
by $551,000 annually, thereby reducing the total in paragraph (9) 
above, to $2,957,430; 

(11) The total cost of all services of Colorado Company is the sum 
of the costs in paragraph (10) above of $2,957,430 and $619,775 for 
a fair return, or $3,577,205; of this total $2,373,000 is properly: and 
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reasonably allocated to sales made under FPC rate schedules Nos. 1 
to 9, inclusive; 

(12) The total revenues for 1939 under rate schedules Nos. 1 to 9, 
inclusive, of $4,438,000 exceed the allocated costs found reasonable 
herein by $2,065,000; the detail of this relationship of revenues to costs 
and the amount of excess for each purchaser is shown in Exhibit A 
attached to the opinion issued this day in this matter and is made a 
part of this order by reference; 

(13) Therefore, the rates and charges made, demanded, and re- 
ceived by Colorado Company for and in connection with the trans- 
mission and sale of natural gas for resale in interstate commerce to 
the gas utilities listed in paragraph (3) above are unjust, unreasonable 
and excessive to the extent of $2,065,000 per year; 

(14) The rates and charges made, demanded, and received by Col- 
orado Company, after reflecting the reduction hereinafter ordered, 
will be just and reasonable; 

Therefore, the Commission orders that: 

(A) The petition of Colorado Interstate Gas Company to reopen 
these proceedings for the purpose of taking further evidence be and 
the same is denied ; 

(B) The rates and charges made, demanded, or received by Col- 
orado Interstate Gas Company for the transportation and sale of 
natural gas for resale in interstate commerce under its rate schedules 
FPC Nos. 1 to 9, inclusive, shall be reduced by not less than $2,065,000 
per year; : 

(C) Colorado Interstate Gas Company shall file on or before April 
25, 1942, new schedules of rates and charges for or in connection with 
the transportation and sale of natural gas in interstate commerce for 
resale to reflect the reductions ordered in paragraph (B) above, which 
new schedules of rates and charges shall be effective as to all bills 
regularly rendered on and after May 15, 1942; 

(D) Commission reserves the right to reject all or any part of such 
new schedules and in lieu thereof to prescribe the same by further 
order; 

(E) On and after the effective date of the new schedules of rates 
and charges filed and made effective in accordance with paragraph 
(C) above, Colorado Interstate Gas Company shall cease and desist 
from making, demanding, and receiving any rates and charges which 
do not reflect the reductions ordered in paragraph (B) above. 
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Orders reducing rates—Colorado-Wyoming Gas Company 


Canadian River Gas Company, Colorado Interstate Gas Company 
and Colorado-Wyoming Gas Company; City and County of Den- 
ver, Colorado, Complainant v. Public Service Company of Colo- 
rado, et al., Defendants; Public Service Commission of Wyoming, 
Complainant v. Colorado-Wyoming Gas Company, et al. De- 
fendants 


(G-118, G-121, G-124) 


Upon consideration of the orders previously issued in these pro- 
ceedings, the evidence of record, the briefs filed, and the Commission 
having on this date issued its opinion in this matter, which is hereby 
incorporated and made a part hereof ; 

The Commission finds that: 

(1): The Colorado-Wyoming Gas Company (hereinafter referred 
to as Wyoming Company), a Delaware corporation, owns and oper- 
ates facilities for the transportation and sale of natural gas in inter- 
state commerce for resale, and is a “natural-gas company” within-the 
meaning of the Natural Gas Act. It operates a natural gas trans- 
mission system from a point near Littleton, Colorado, at the ter- 
minus of the Colorado Interstate Gas Company line, and extending 
in a northerly direction 114 miles to the city gate of Cheyenne, 
Wyoming. Approximately 98 percent of its total gas requirements 
are obtained from Colorado Interstate Gas Company, and the bal- 
ance from local fields. Sales are made along the line to gas utilities 
and industrial customers and to Cheyenne Light, Fuel and Power 
Company at the terminus of the line; 

(2) Natural gas sales to Cheyenne Light, Fuel and Power Com- 
pany, Public Service Company of Colorado, Greeley Gas and Fuel 
Company, and Highway Gas Company are made under rate schedules 
on file with this Commission and are designated Colorado-Wyoming 
Gas Company FPC rate schedules Nos. 1 to 5, inclusive. The rates 
and charges demanded, observed, charged, and collected by Wyoming 
Company for the transportation and sale of natural gas for resale 
under FPC rate schedules Nos. 1 to 5, inclusive, together with all 
rules, regulations, practices, and contracts affecting such rates and 
charges, are subject to the jurisdiction of this Commission. 

(3) The original undepreciated cost of Wyoming Company’s gas 
plant as of December 31, 1939, is $1,678,878 ; 

(4) The amount of $395,944 for accrued depreciation in the prop- 
erty of the Wyoming Company as of December 31, 1939, is the best 


possible estimate of the actual depreciation as of that date and is 
reasonable; 
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(5) The amount of $1,282,934 (original cost of $1,678,878 less ac- 
crued depreciation of $395,944) is the depreciated original cost of 
Wyoming Company’s gas plant as of December 31, 1939; 

(6) An allowance of $78,813 for additions to property from De- 
cember 31, 1939, to December 31, 1941, and $16,235 for working cap- 
ital, are sufficient and reasonable; these amounts added to the 
depreciated original cost, less $12,183 of contributions in aid of con- 
struction, result in an amount of $1,365,799 (accepted as $1,366,000) as 
the -proper prudent investment rate base upon which Wyoming 
Company is entitled to earn a fair rate of return; 

(7) An annual rate of return of 614 percent on the rate base of 
$1,366,000, or $88,790 is a fair and reasonable return to Wyoming 
Company ; 

(8) Reasonable and proper allowances for operating expenses, in- 
cluding an allowance for amortizing rate case expenses over a five- 
year period, cost of purchased gas, depreciation and all taxes are 
as follows: 


Operating expenses 
Cost of purchsed gas 


(9) By order entered in these proceedings, as of this date, against 
Colorado Interstate Gas Company, the above cost of purchased gas 
has been reduced, effective on all bills rendered on and after May 15, 
1942, by $98,000 annually, thereby reducing the above total to $580,853 ; 

(10) The total cost of all services of Wyoming Company is the sum 
of $580,853, paragraph (9) above, and $88,790 for a fair return, or 
$669,643; of this total $462,700 is properly and reasonably allocated 
to sales made under FPC rate schedules 1 to 5, inclusive ; 

(11) The total revenues for 1939 under rate schedules Nos. 1 to 5, 
inclusive, of $581,700 exceed the allocated costs found reasonable herein 
by $119,000; the detail of this relationship of revenue to costs and the 
amount of excess for each purchaser is shown in Exhibit B attached 
to the opinion entered this day in this matter and is made a part of this 
order by reference; 

(12) Therefore, the rates and charges made, demanded, and re- 
ceived by Wyoming Company for and in connection with the trans- 
mission and sale of natural gas for resale in interstate commerce to 
the gas utilities listed in paragraph (2) above are unjust, unreason- 
able and excessive to the extent of $119,000 per year ; 

(13) The rates and charges made, demanded, and received by Wyo- 


ming Company, after reflecting the reduction hereinafter ordered, 
will be just and reasonable; 
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Therefore, the Commission orders that: 

(A) The rates and charges made, demanded, or received by Colo- 
rado-Wyoming Gas Company for the transportation and sale of 
natural gas for resale in interstate commerce under its rate schedules 
FPC Nos. 1 to 5, inclusive, shall be reduced by not less than $119,000 
per year; 

(B) Colorado-Wyoming Gas Company shall file on or before May 
25, 1942, new schedules of rates and charges for or in connection with 
the transportation and sale of natura] gas in interstate commerce for 
resale to reflect the reductions ordered in paragraph (A) above, which 
new schedules of rates and charges shall be effective as to all bills regu- 
larly rendered on and after June 15, 1942; 

(C) Commission reserves the right to reject all or any part of such 
new schedules and in lieu thereof to prescribe the same by further 
order ; 

(D) On and after the effective date of the new schedules of rates 
and charges filed and made effective in accordance with paragraph 
(B) above, Colorado-Wyoming Gas Company shall cease and desist 
from making, demanding, and receiving any rates and charges which 
do not reflect the reductions ordered in paragraph (A) above. 


IN THE MATTER OF 
CABOT GAS CORPORATION 


Application by Natural-Gas Company for Approval of Abandonment of 
Facilities and Service 


G-227 
(Decided April 10, 1942) 
Syllabus 


1. Applicant, being engaged in the transportation and sale of natural gas 
in interstate commerce for resale, is a natural-gas company and its 
facilities in Monroe County, New York, carrying natural gas trans- 
ported in interstate commerce are subject to the jurisdiction of the 
Commission under section 7 (b) of the National Gas Act. P. 77. 

2. Sale and transfer of applicant's facilities in Monroe County, New York, to 
Rochester Gas and Electric Corporation, applicant’s only customer in 
Monroe County. (except for two industrial concerns) which proposes to 
continue service, constitutes an abandonment within the meaning of 
section 7 (b) of the Act. P. 81: 

8. Abandonment permitted on showing that the supply of natural gas avail- 
able to the applicant was depleted to such an extent that continuance 
of natural-gas service is unwarranted. The Rochester Company can 
use the facilities to be acquired from applicant to continue service with 
artificial gas. P. 82. 


Fred C. Fernald and Warren £. Rideout for Cabot.Gas Corporation. 
Edward H. Lange and .! oseph 8. Rice for the Federal Power Com- 


mission. 


By tHe Commission : 
Oprnion 


Cabot Gas Corporation? filed an application with the Commission 
on January 21, 1942, under section 7,(b)? for permission to sell and 
transfer that portion of its properties, and franchises appurtenant to 
the operation thereof, located in Monroe County, New York, to Roch- 
ester Gas and Electric Corporation,’ and to abandon sale and deliv- 
ery of natural gas to the Rochester Company. 


1 Hereinafter sometimes referred to as applicant. 
215 U.S. C. 717 f; 52 Stat. 824. 
* Hereinafter sometimes referred to as the Rochester Company. 
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Applicant is incorporated under the laws of the State of New York. 
It is a wholly owned subsidiary of Godfrey L. Cabot, Inc.,* a Massa- 
chusetts corporation, which owns natural gas fields, among others, 
in the states of West Virginia, Pennsylvania, and New York. Appli- 
cant produces no natural gas but obtains its entire supply from its 
parent company.’ Applicant is engaged in the purchase, transporta- 
tion and sale in interstate commerce of natural gas for resale. At 
the date of hearing in this proceeding applicant sold gas in Monroe 
County, New York, tc only one customer, the Rochester Company. 

In October 1936, the Public Service Commission of the State of 
New York authorized applicant to construct a 14-inch pipe line 92 
miles through four western New York Counties—Allegany, Wyoming, 
Livingston, and Monroe—to a point’near the city limits of Rochester, 
New York. By an agreement with the Rochester Company in Febru- 
ary 1937, applicant voluntarily confined its sales of natural gas in 
Monroe County, New York, to the Rochester Company and two in- 
dustrial companies, Eastman Kodak Company and Ebsary Gypsum 
Company. In April 1937, the New York Public Service Commission 
approved applicant’s agreement with the Rochester Company. 
Applicant began to curtail deliveries to Eastman Kodak Company 
late in 1939; on January 6, 1942, it entirely ceased to make deliveries 
to that company. It had ceased to make deliveries to Ebsary Gypsum 
Company in May 1940. By supplemental agreements made in May 
1940 and July 1941, applicant had also curtailed deliveries to the 
Rochester Company. 

In 1940 the Rochester Company’s purchases of natural gas from 
applicant were 75% less than its purchases in 1939, and at the date of 
the hearing in this proceeding the rate of delivery by applicant to the 
Rochester Company was only 25% of deliveries during 1941. In the 
meantime the Rochester Company had gradually curtailed its resales 
of natural gas to its industrial customers and as of January 8, 1942, 
it eliminated all sales of natural gas to industrial customers. 

Applicant now proposes wholly to cease deliveries of natural gas to 
the Rochester Company and to sell to it for $100,000 all of its property 
located in Monroe County, New York, consisting of 19.3 miles of 
pipe line, appurtenant land rights, structures and other property, and 
franchises from four towns in that county. 

Upon applicant’s petition in July 1941 for permission to make such 
sale to the Rochester Company, the New York Public Service Commis- 
sion issued an order in December approving the proposed sale. The 


* Hereinafter sometimes referred to as parent company. 
* Purchases are made under the following rate schedules: Godfrey L. Cabot, Ine., rate 


schedule F, P. C. No. 1, dated July 21, 1936, and supplement No. 7 thereto, dated Nevem- 
ber 18, 1941. 
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Rochester Company joined in the petition. The New York Commis- 
sion has extended the authority from time to time. 


JURISDICTION 


In the application the right to contest the jurisdiction of this Com- 
mission was reserved; but in the hearing counsel for the applicant 
stated that in view of the recent Supreme Court decision in the 
Illinois Natural Gas case * the jurisdiction of the Commission would 
not be contested. In his brief, counsel for the applicant stated (al- 
though the point was not argued) that the proposed transfer of 
pipeline facilities “results in no real abandonment of facilities in 
that Rochester Gas and Electric Corporation will furnish artificial 
gas to its present domestic and commercial consumers who have here- 
tofore used natural gas.” * 

Applicant’s pipe line connects at its southern end at the Pennsyl- 
vania-New York State line with a pipe line owned by its parent com- 
pany which extends approximately one-half mile into the State of 
Pennsylvania. At that point the parent company’s pipe line in turn 
connects with the parent company’s system which interconnects all 
of its gas fields in northern Pennsylvania and southwestern New York. 
Natural gas from the parent company’s wells in New York State 
flows through the system into northern Pennsylvania where it is 
commingled with natural gas produced in Pennsylvania. Such 
natural gas enters applicant’s pipe line and is transported to Monroe 
County, New York. The natural gas delivered by applicant to the 
Rochester Company in Monroe County, New York, is thus produced 
in New York and Pennsylvania, commingled in Pennsylvania, and 
transported without interruption from the pipe line of the parent 
company in Pennsylvania. 


DEPLETION OF NATURAL GAS SUPPLY 


The record in this proceeding contains convincing evidence of the 
depletion of the parent company’s natural gas fields in northern 
Pennsylvania and southwestern New York. There has been a steady 
decline in production from such area since 1938.8 Although the 
parent company purchased all that was available to it from produc- 


*IUinois Natural Gas Company v. Central IUinois Public Service Company and Illinois 
Commerce Commission, 314 U. 8. 498. 

7 Applicant's Brief, page 2. 

* The parent company produced from its own fields in the Pennsylvania-New York area 
the following amounts in the following years: 


9, 623, 366 M. 
9, 016, 451 


e. f. 
e. £ 
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e. f. 
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tion by others in this area, its purchases also were drastically re- 
duced after 1939.° 

Both the applicant and its parent company have recognized the 
advancing depletion of the gas fields in this area during the past 2 
or 3 years, and have used every reasonable effort to increase produc- 
tion in this area but with only negligible results. Exploratory and 
test drilling has been carried on systematically in this area since 
1938. In 1938, 11 wells were drilled—9 producers, 2 dry holes. In 
1939, 29 wells were drilled; 18 were dry holes; and 3 producing wells 
were purchased. In 1940, 13 wells were drilled of which 10 were 
dry holes; and 5 wells were purchased. In 1941, 4 wells were drilled, 
only 1 was a producer; and 1 well was purchased. The total cost of 
this 4-year drilling and purchase program was $806,000. 

One of the applicant’s vice presidents who has charge of operations 
testified that the parent company had explored all the areas that 
have been mapped as geological structures, has had very little suc- 
cess in the past three years, and that wells drilled now in any of 
these fields would never pay the cost of drilling. He also testified 
that the parent company has taken all measures in common use by 
experienced operators which are calculated to keep existing wells at 
the highest state of production. Older wells have been bailed out. 
Where it seemed advantageous, a shell of nitroglycerine has been 
exploded in the well to loosen up the sand structure. Acidizing has 
also been practiced. During the past year, the parent company has 
surrendered a great many leases in this area after exhaustive testing 
proved the area to be of no value. It has not been possible to obtain 
new leases in proved fields in this area. The experience of other 
operators in this area parallels that of the parent company in the 
depletion of the supply of natural gas. Most of the fields in this 
area have been completely drilled and the areas held by the parent 
company have been almost completely drained. 

It is not possible to buy larger supplies of natural gas from other 
producers in this area. During the hearing in this proceeding the 
parent company approached all of the other companies which oper- 
ate wells in this area and sought to negotiate the purchase of addi- 
tional gas. None of the companies had any gas to spare regardless 
of price. Several of the other producing companies would have been 
glad to purchase rather than sell gas. 

The testimony is clear and unequivocal that the applicant and its 
parent company have exhausted all reasonable efforts without success 
to maintain and increase the production of natural gas in the Penn- 







































® The amounts purchased were : 
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sylvania-New York area and have failed in their effort to obtain 
increased supplies by purchase. 

The parent company produces natural gas in West Virginia but 
does not have any pipe-line connection between its West Virginia fields 
and those in the Pennsylvania-New York area, a distance of approxi- 
mately 300 miles. The cost of building such a line would be about 
$5,000,000, which would be unwarranted under existing conditions. 
Some years ago the parent company made unsuccessful efforts to obtain 
the use of other pipe lines running between West Virginia and its Penn- 
sylvania-New York fields to transport some of the natural gas which 
is produced in West Virginia to its Pennsylvania-New York system. 
Recent inquiries indicate that pipe-line capacities for such transporta- 
tion are not now adequate or available. 


PUBLIO CONVENIENCE AND NECESSITY 


The only customer of applicant affected by this abandonment of 
natural-gas service would be the Rochester Company ; but it has fore- 
seen this inevitable cessation of natural-gas supply for several years 
and prepared against this time. It has gradually shifted its industrial 
customers to other fuels than natural gas and has gradually increased 
its capacity to produce artificial gas. 

Using the pipe-line facilities which it will buy from applicant, and 


the appurtenant property and franchises, it will continue to serve all 
of its customers in Monroe County, New York, with manufactured 
instead of natural gas. Only minor construction of connecting lines 
appears necessary to enable the Rochester Company to render artificial 
gas service to all the towns and consumers which have been getting 
natural gas from it. 

Without the use of applicant’s pipe line in Monroe County, the 
Rochester Company would not have the facilities necessary to serve 
the southern part of Monroe County with artificial gas when natural 
gas is no longer available. The Rochester Company is the only pos- 
sible source of supply of manufactured gas for the southern part of 
the county. It has agreed to render that service and has constructed 
some of the necessary connections. _ 

The very considerable investment which its customers have made 
in gas equipment, such as ranges, water heaters, refrigerators and 
other appliances, would be lost if manufactured gas service was not 
- available when natural gas service ceases. The Rochester Company 
has shown its sense of obligation to continue to serve with manufac- 
tured gas and is ready, willing, and able to furnish manufactured gas 
with the minimum of interruption and inconvenience to its customers 
upon the consummation of the proposed: transfer. The necessary 
franchises for the towns involved have been obtained, 


582231—44—-vol. 36 
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Applicant’s pipe line in Monroe County will become with little addi- 
tional use of critical pipe an integral part of the Rochester Company’s 
county-wide distribution system. It will also operate as a supplemen- 
tal storage facility for manufactured gas. 

In the light of the record herein, the available supply of natural 
gas to applicant does not warrant continuance of the operation of the 
facilities for natural gas service in Monroe County, New York, pro- 
posed to be abandoned by transfer to Rochester Gas and Electric Cor- 
poration. However, it is of significance to note that the manner in 
which the natural gas reserves in the New York-Pennsylvania gas fields 
were dissipated was due, largely, to the lack of either’state or Federal 
conservation laws regulating the production of natural gas in said 
states. 

It is apparent that the construction and operation of the ninety-two 
mile 14-inch transmission pipe line was an improvident venture on 
the part of the Cabot Gas Corporation. This is evident, particularly, 
in view of the limited service of natural gas that applicant was per- 
mitted to supply in the counties traversed by said pipe line in the 
State of New York. 

Commissioner M. C. Burritt of the New York Commission, in his 
opinion dated August 6, 1936, opposed the construction of applicant’s 
14-inch pipe line, a part of which is now proposed to be abandoned. 
His opposition was based upon “the adverse effect on the public of the 
dissipation of the reserves of natural gas for unnecessary and low grade 
fuel purposes.” [Italics supplied.] 

Although the New York Commission by its order of November 25, 
1936, permitted construction of the line, the chairman and one of the 
other two commissioners who approved of the said construction, sub- 
mitted memoranda in which they expressed regret of the fact that 
such dissipation of the reserves was not preventable, because of the 
lack of conservation laws in either state. And Commissioner Burritt 
was further of the opinion that the obvious motive behind the applica- 
tion to construct this pipe line was to find a suitably large and imme- 
diate market for the gas which the parent company of the petitioner 
had available from its leased acreage and gas wells in northern Penn- 
sylvania and southern New York. In summarizing the evidence on 
the source of supply, he concluded:“* * * it appears that the known 
reserves based on proven fields are in the neighborhood of 150,000,000 
M. c. f.; that at the present rate of withdrawal of 35,000,000 M. c. f. 
yearly, this supply will last only a little more than four years.” ([Ttal- 
ics supplied. ] 

It is reasonable to assume that Godfrey L. Cabot, Inc., knew that the 
supply of gas from these fields would probably be exhausted within 
three or four years. This is evidenced by the fact that firm contracts 
for supplying gas for industrial use were entered into in 1936 and 
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early 1937 by Godfrey L. Cabot, Inc., for periods not longer than five 
years; and the Eastman Kodak Company contract was for a period 
of only three years. 

Applicant’s witnesses, Cash and Brewer, both testified as to the 
absence of the existence of conservation laws in New York and Penn- 
sylvania, and Brewer testified as to the absence of such laws in West 
Virginia. Both admitted the absence of any statutes or regulations 
limiting the daily production, or allowable withdrawals from gas 
wells, based upon the open flow of such wells; and the absence of any 
statutes or regulations, providing for the orderly and ratable taking 
of gas from producing wells. It is thus apparent that, under the “Law 
of Capture” which obtains in said states, and in the absence of statutes 
providing for methods of conserving natural gas, operators of produc- 
ing acreage have produced the maximum amount of gas from their 
acreage within a minimum period of time, without consideration as to 
the life of the fields involved and without consideration as to the total 
amount of gas that could have been produced if such operations had 
proceeded in an orderly fashion. 


FINDINGS 


1. Notice of this hearing was given by the Secretary of the Com- 
mission to the governors of the states of New York, Pennsylvania, 
and West Virginia, to the applicant, the Rochester Company, the 
public service commissions of New York and West Virginia, and to 
the Public Utility Commission of Pennsylvania by forwarding on 
January 23, 1942, by registered mail, a notice of the pendency of this 
proceeding and a copy of the Commission’s order of January 23, 
1942, fixing the date of public hearing in this proceeding. On Janu- 
ary 27, 1942, the hearing order was published in the Federal Register 
at page 555. A copy of such notices and registry return receipts on 
such mailings were incorporated by reference into the record of this 
proceeding. No representative of any state commission appeared. 

2. Applicant uses its pipe line to transport and sell natural gas in 
interstate commerce for resale for ultimate public consumption for 
domestic, commercial, industrial, or other use within the meaning of 
section 1 (b) of the Natural Gas Act. Applicant is a natural-gas com- 
pany within the meaning of section 2 (6) of the Act. 

8. The facilities proposed to be transferred by means of which 
applicant renders natural-gas service to the Rochester Company are 
subject to the jurisdiction of this Commission within the meaning of 
section 7 (b) of the Act. 

4. The proposed sale and transfer to the Rochester Company by 
applicant of its pipe line, appurtenant property and franchises will 
constitute an abandonment of facilities and service within the mean- 
ing of section 7 (b) of the Act. 
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5. The supply of natural gas available to the parent company in 
northern Pennsylvania and southwestern New York is depleted to a 
point where it can scarcely meet its obligations to applicant and to 
others in that area to deliver gas in the remaining months of 1942. No 
means of transporting any of its gas from West Virginia to its Penn- 
sylvania-New York market is presently available to the parent 
company. 

6. The supply of natural gas available to applicant is depleted to 
such an extent that the continuance of natural-gas service to the 
Rochester Company is unwarranted. 

An order will be entered in accordance with this opinion. 
LeLanp Oxps. 
Ciaupe L. Draper. 
Bast Man ty. 
Jonun W. Scort. 
Crype L. Seavey. 





Order authorizing abandonment of pipe line facilities 
Cabot Gas Corporation 
(G-227) 


Upon consideration of the application filed January 21, 1942, by 
Cabot Gas Corporation under section 7 (b) of the Natural Gas Act, 
the evidence of record, the briefs filed, and having on this date made 
and entered its opinion in this matter, which opinion and findings are 
hereby incorporated by reference and made a part hereof; 

The Commission orders that: 

Cabot Gas Corporation be and it is hereby authorized to abandon 
its natural-gas pipe line and other property located in Monroe County, 
New York, by sale and transfer to the Rochester Gas and Electric 
Corporation as set forth in its application. 


In THE MATTER OF 


NORTHWESTERN ELECTRIC COMPANY 


Rehearing in Proceeding for Reclassification of Electric Plant Accounts 
of a Public Utility 


IT-5642 
(Decided April 14, 1942) 
Syllabus 


1. Valuation evidence relating to earnings available for capital stock, to 
estimated cost of reproduction of properties and business as of various 
dates over a period of years, schedules of residential electric rates, and 
other items, is entirely irrelevant and immaterial to the issue of the 
rehearing, viz., the presentation of a plan of disposition of the previously 
determined $3,500,000 write-up. P. 85. 

2. Cost, not value, is the fundamental basis of accounting for public utility 
plant. P. 85. 

8. An immediate charge to earned surplus of the write-up, while entirely 
proper so far as accounting principles are concerned, would have caused 
a large deficit in the surplus account, to the consequent detriment of 
preferred stockholders. No other plan being suggested by Northwest- 
ern, the Commission approved a charge, or series of charges, to earned 
surplus over a period of years. Cf. In the Matter of Northwestern Hlec- 
tric Company, 2 F. P. ©. 327, 342-344. P. 86. 

4. Disposal of a fictitious write-up of common stock, classified in Account 
107, by a charge to earned surplus over a period of years does not violate 
the 5th Amendment to the Constitution by depriving the company or its 
security holders of property without due process of law or by taking 
property without just compensation. P. 86. 


By THe CoMMISSION : 


By the opinion Jn the Matter of Northwestern Electric Company, 
2 F. P. C. 327, and order entered on December 6, 1940, the Northwest- 
ern Electric Company was required to make certain reclassification 
and other adjustments to its plant accounts. Among other things, 
the company was required to reclassify the amount of $3,500,000, found 
to be a write-up of its plant accounts, to Account 107, electric plant 


2The $3,500,000 is an amount placed by Northwestern in its Organization Account 
actually only to balance the same amount of its outstanding common stock. In our opinion 
we found, among other things: “The issue of the Common Stock was a disguised gift by 
the promoters to themselves,” and “No electric plant was received in exchange for the 


Common Stock; hence, no amount in respect thereof should remain in the electric plant 
accounts, The issuance of this stock was manipulation.” 
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adjustments, which amount was then ordered amortized as follows 
(paragraph 2 (a)): 

For each year, commencing with the calendar year 1940, it shall credit Account 
107, electric plant adjustments, and charge Account 414, miscellaneous debits to 
surplus, with a sum equal to its net income (Account 400, credit balance trans- 
ferred from income account), less its preferred stock dividend appropriations 
for each such calendar year until the amount of $3,500,000 shall have been 
entirely extinguished. 

On December 30, 1940, we entered an order, upon application of 
the company, staying the order of December 6, 1940, pending the 
application for rehearing which the company indicated it proposed 
to file, the stay providing, inter alia; that the “Northwestern Electric 
Company shall not declare or pay any dividends upon any shares of 
its common stock or make any other distribution on any shares of its 
common stock except as might be lawfully declared and paid after 
fulfilling the requirements of the provisions of paragraph 2 (a) of the 
Commission’s order * * * adopted December 6, 1940.” 

On January 9, 1941, the Northwestern Electric Company filed an 
application for rehearing. By our order dated January 21, 1941, 
rehearing was granted for the purpose of permitting the presentation 
of a plan for the disposition of the amount of $3,500,000 classified as 
a write-up by our order of December 6, 1940, in Account 107, and 
denied as to all other matters.” 

The American Power and Light Company, holder of all the common 
stock of the Northwestern Company, was authorized to intervene in 
the proceedings by order of January 28, 1941. 

The rehearing was held before an examiner on March 3 and 4, 
1941, at Portland, Oregon, and oral argument took place before the 
Commission en banc on May 21, 1941, in Washington, D. C. At the 
rehearing, the company announced that the only plan of “disposition” 
it advocated was the “retention” of the amount of $3,500,000 in Ac- 
count 107. Its position on this point is well epitomized by the state- 
ment of its counsel during oral argument that “* * * our only plan 
of disposition, if you want to call it that, was one of indisposition to 
do anything about it.” 

The evidence offered by Northwestern at the rehearing related 
chiefly to earnings available for capital stock for the years 1921-1940, 
inclusive, estimated cost of reproduction of the properties and business 
of Northwestern Electric Company as of December 31, 1924, December 
31, 1932, December 31, 1935, and June 30, 1940, and schedules of the 
company’s residential rates. The examiner rejected this evidence but 
permitted counsel to make an offer of proof. 


2 Subsequently, certain parts of our order of December 6, 1940, were appealed to the 
United States Circuit Court of Appeals, Ninth Circuit, which affirmed our order in an 
opinion dated February 13, 1942. (Northwestern Electric Co. vy. Federal Power Commis- 
sion, 125 F. (2d) 882.) 
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Intervener presented evidence as to the amount paid by American 
Power & Light Company in 1925 for the 100,000 shares of the common 
capital stock of Northwestern Electric Company, a list of the holders 
of such stock prior to the transfer to American Power & Light Com- 
pany, the market quotations of such stock for the year 1925, and certain 
documents relating to a stockholders’ suit, the last two items being 
received in evidence over objection of Commission counsel. 

The Commission staff presented no evidence at the rehearing, its 
evidence as to a plan of disposition having been presented at the.initial 
hearing. 

We have reviewed the valuation evidence offered by the company 
and by intervener, and are of the opinion that it is entirely irrelevant 
and immaterial to the issue of the rehearing, viz., the presentation of a 
plan of disposition of the $3,500,000 write-up. 

It is asserted that we may not require the amortization of the $3,500,- 
000 write-up, inasmuch as the alleged present fair value of the prop- 
erty and assets of the company exceeds the recorded amount for such 
property and assets, including this amount of $3,500,000. Reduced to 
its simplest terms, the company urges that its property account can be 
written up at will so long as it is able to support such manipulation by 
evidence of present fair value. By the same reasoning, it would follow 
that the plant accounts should be written down every time there is a 
decrease in plant values. The recognition in the plant accounts of 
declines in the so-called fair value of properties during the recent 
long and severe depression would probably have brought disaster to_ 
most public utilities. The amounts to be honestly and properly 
recorded in a utility’s plant account should not be permitted to oscillate 
with the ebb and flow of economic tides. 

It is thus erroneous to permit the company’s plant accounts to 
reflect changing “values” of the nature offered in evidence here and 
to use such estimates of “value” in lieu of valid cost. Adherence to 
such a principle, with its ever-shifting plant values, would nullify 
the effective regulation of public utilities. 

Cost, not value, is the fundamental basis of accounting for public 
utility plant, as well as for plant of other enterprises. Our system 
of accounts, like all accounting systems prescribed by regulatory 
agencies, is grounded firmly in the cost principle. 

In this proceeding we are concerned solely with the proper dis- 
position of what has heretofore been determined to be a fictitious 
element in the accounts of the company. The amount of $3,500,000, 
which we have found to be a bold, deliberate write-up, is not a valid 
or legitimate cost and has no’ place in the accounts of an operating 
public utility company. The amount must be disposed of if sound 
accounting practices are to prevail. The only question remaining 
is the manner of disposition. 
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Under the circumstances it would -be entirely proper, as: far’ as 
accounting principles are concerned, to order the $3,500,000 item to 
be charged at once to the earned surplus of the company. In our 
opinion and order entered December 6, 1940, we did not dispose of 
the amount in that manner for the reason that to have done so would 
have created a large deficit in the surplus account, with the conse- 
quent detriment to the preferred stockholders. We were cognizant 
of the fact that the preferred stockholders had paid some $4,800,000 
into the company (in contrast to the common stockholders who paid 
nothing into the company for the common stock) and that some 
means, if possible, should be found to protect their interests. Our 
order, in effect, contemplates a charge, or series of charges, to earned 
surplus over a period of years in the future and thus avoids the 
creation of a present deficit. We believe this requirement to be 
reasonable and in the public interest; it will result in the elimination 
of inflation in the accounts of the company. 

This is not to say that other disposition plans might not meet the 
exigencies of the situation had they been proposed by the company; 
but the complete indisposition of Northwestern to suggest any plan 
of disposition obviates our considering them here. Cf. Alabama 
Power Company v. Federal Power Commission, 128 F. 2d 280, cert. 
denied 317 U. S. 652.* 

It is urged that the disposition of the $3,500,000 write-up, classified 
in Account 107, violates the Fifth Amendment to the Constitution of 
the United States, in that it deprives the company and the holders of 
its securities of its and their property without due process, and takes 


*In this case the United States Court of Appeals for the District of Columbia stated, 
inter alia (pp. 294-6) : 

“Obviously, the Commission twas acting within the scope of its authority and properly 
performing its administrative duty when it required the Company to remove the dia- 
allowed items from the project account. Where, then, shall they be put? The Commisa- 
sion says, in the earned surplus account. The Company has been unable to suggest any 
other. * * * 

“It is apparent, therefore, that the Company has been afforded every reasonable oppor- 
tunity to present an issue upon the question, to be heard thereon, and to discharge the 
burden of proof which the statute imposes upon it of justifying any accounting entry 
which it chooses to make. Instead, it chose to challenge the indisputable powers of the 
Commission; it not only failed to take advantage of the various opportunities, and to 
shoulder its burden, but stated its inability and unwillingness to de so. Consequently, 
it has foregone the opportunity to question the propriety of the order. * * * 

“Under these circumstances, it is clearly sufficient, as against the Company’s protest, 
that the disallowed items shall find lodgment in the account specified by the Commis- 
sion. * * * After all, the Commission has many duties to perform, over a long period 


of time, other than coaging a reluctant licensee to act as the law requires that it 
shall act. 



































“There is no showing that the Commission overstepped the bounds of its administrative 
powers or that its orders are entirely or in any wise ‘at odds with fundamental principles 
of correct accounting * * *.’ On the contrary, there has been no suggestion of any 
possible alternative to that proposed by the Commission, although the opportunity to do so 
has been long open. There has been no denial of due process ; no lack of notice ; no depriva- 
tion of fair hearing; and no action by the Commission which was not entirely within ite 
jurisdiction and the scope of its duty as imposed by the statute.” [Italics supplied.] 
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its and their property without just compensation. There is no basis 
for this contention—neither Northwestern Electric Company nor its 
security holders are being divested of any property. The company’s 
revenues and net income will not be diminished in the slightest by 
reason of writing out the inflationary item from its accounts. 

It is also claimed that the disposition of the $3,500,000 write-up will 
have an adverse effect on the company’s credit standing and upon the 
interests of the holders of all of its securities. The argument is 
specious. Creditors and security holders will obviously be benefited 
by the removal of inflation from the company’s accounts, and by having 
genuine assets supporting the common stock of the company. 

Based upon the evidence in this case, including that offered at the 
rehearing of March 3 and 4, 1941, we adhere to our original opinion 
and order and find that the $3,500,000 write-up classified in Account 
107, electric plant adjustments, should be disposed of by charges to 
surplus in annual amounts equal to the company’s annual net income 
less preferred stock requirements, until the entire amount has been 
extinguished. 

An appropriate order in conformity with our opinion and findings 
will be issued. 

Letanp Ops. 
Ciavupe L. Draper. 
Basti Manty. 
Joun W. Scorr. 
Cryve L. Seavey. 


Order affirming Commission’s opinion and order of December 6, 1940, 
re disposition of amounts in Account 107 


Northwestern Electric Company 
(IT-5642) 


Upon consideration of the previous orders in this proceeding, all 
evidence adduced of record, including the evidence on rehearing, the 
oral argument with respect to the rehearing, the briefs and other 
documents filed, and having on this date made and entered its opinion 
in this matter, which is incorporated by reference as a part hereof, 
adhering to its opinion Jn the Matter of Northwestern Electric Co., 
2 F. P. C. 827, and its order of December 6, 1940, with respect to the 
disposition of amounts in Account 107; 


*“Supposing, however, that the enforcement of the accounting system does require 
them [preferred stockholders] to forego their current dividends, we do not concede that 
this amounts to an unlawful taking of their property.” Kansas City Southern Railway v. 
United States, 231 U. 8. 423, 453. See also Northern States Power Company v. Federal 
Power Commission, 118 F. (2d) 141; Alabama Power Company v. Federal Power Commis- 
sion, 128 F. (2d) 280. 
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The Commission orders that: 

(A). Northwestern Electric Company make the following disposi- 
tion of the amounts recorded in Account 107, electric plant adjust- 
ments, as directed in this Commission’s order of December 6, 1940: 

For each year, commencing with the calendar year 1940, it shall 
eredit Account 107, electric plant adjustments, and charge Account 
414, miscellaneous debits to surplus, with a sum equal to its net income 
(Account. 400, credit balance transferred from income account) less its 
preferred stock dividend appropriations for each such calendar year 
until the amount of $3,500,000 shall have been entirely extinguished ; 

(B) Northwestern Electric Company file with the Commission 
certified copies of the journal entry required by paragraph (A) above, 
on or before June 1, 1942, and on April 1 of each year thereafter, 
as required. 





IN THE MATTER OF 


PENNSYLVANIA POWER & LIGHT COMPANY, LICENSEE 


Determination of Actual Legitimate Original Cost of Project No. 487 
(Wallenpaupack), Pennsylvania 


EP-487 
(Decided April 14, 1942) 
Syllabus 


. Funds used in construction of project ate tobe treated ‘as licensee’s own 
funds and a reasonable rate of interest allowed thereon where, because 
of the intermingling of funds from all sources, it is impossible to segre- 
gate and identify the exact source of project construction funds. P. 94. 

. Interest at the rate of 6% on construction expenditures allowed as rea- 
sonable. P. 94. 

. Construction fee paid by licensee to an affiliated company found by Com- 
mission to be either a part of the construction department of licensee 
or an incorporated system of accounting interposed by the parent com- 
pany (Electric Bond and Share) for the purpose of exacting construction 
fees from its supervised operating companies, held not allowable as part 
of the actual legitimate original cost of the project and any cost involved 
held to be covered by allowance for overhead charges on Electric Bond 
and Share billings for engineering services. P. 95. 

. Allowance for charges for engineering services rendered by parent holding 
company, which controlled licensee throughout pertinent period, must 
be limited to the cost thereof to such holding company. P. 101. 

. In allocating overheads in cost accounting, a relationship of overhead 
costs to direct costs must be shown or the allocation is unwarranted. 
P. 107. 

. In determining the cost of Blectric Bond and Share engineering services, 
the Commission allowed the capitalization of 50 percent overhead on 
direct actual salary cost. P. 109. 

. The amount to be allowed for power furnished by licensee to affiliated 
construction company for construction purposes, purchased by licensee 
from affiliated companies, is the amount paid therefor, including an 
allowance for power purchased by licensee but not furnished construction 
company because of line losses. P. 112. 

. The cost of power, including line losses, furnished by licensee from its 
own system to affiliated construction company for use in construction 
is to be allowed as part of project cost. P. 112. 

. Amount paid to extinguish a claimed perpetual right to electric energy 
for manufacturing purposes allowed. P. 112. 

. Payment to appraisers of nonproject land, acquired in connection with 
the project acreage allowed. P. 114. 
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. Amounts collected during construction as rent on nonproject acreage should 
be treated as a credit applicable to project cost. P. 114. 

. Regulatory expenses incurred in connection with hearings before the Com- 
mission as to the cost of this project, constitute operating expenses and 
accordingly are disallowed as capital charges. P. 114. 

. Amount expended to convert ‘a construction building into a clubhouse for 
project visitors and employees, not useful in the operation of the project, 
held not a proper project.cost. P. 115. 

. The difference between the purchase price and salvage value of material 
purehased for installation in) the project flow line but omitted through 
a gross ehgineering error, nét allowed. P. 116, 

. A claimed cost may be so in excess of the cost of comparable construction 
or purchase as to require disallowance of the claimed amount in excess 
of what is reasonable, where licensee fails to meet the burden of justify- 
ing such claimed cost. P. 119. 


John F. MacLane, Thomas J. Perkins, E. G. Hauff and C. J. Green 
for the licensee. 

Francis R. Bell, Howard E. Wahrenbrock and Francis L. Hall for 
the Commission. 


By rue Commission : 


STATEMENT OF CASE 


This is a proceeding under Section 4 (b) of the Federal Power Act 
to determine, as of December 31, 1934, the actual legitimate original 
cost, including additions, betterments and retirements, of project No. 
487, owned by Pennsylvania Power & Light Company (hereinafter 
referred to as the licensee). 


HISTORY OF PROJECT 


The project was conceived by an electrical engineer, Mr. L. B. Still- 
well, who, together with two associates, formed an unincorporated 
syndicate and began activities in connection therewith about 1909. 
The syndicate membership was increased from time to time as activi- 
ties progressed. 

The syndicate formed two companies to take title to the lands, 
flowage rights, water rights and other required properties, the acqui- 
sition of which began immediately upon the completion of preliminary 
investigations and continued until ownership thereof was transferred 
to the original Lehigh Power Securities Corporation (hereinafter 
ealled “Original Lehigh”) under an agreement dated December 13, 
1922, as amended (hereinafter referred to as the “Mentz Agreement”). 

Electric Bond and Share Company (hereinafter referred to as 
“Bond and Share”), under whose auspices the Original Lehigh had 
been organized in 1917, initiated investigation of hydroelectric pos- 
sibilities in the watersheds of the Susquehanna and Delaware Rivers 
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of Eastern Pennsylvania and Western New Jersey on January 2, 1919, 
In 1922, the Original Lehigh acquired a 14. interest in the syndicate 
which owned the project site. The purpose of this acquisition was to 
improve the strategic position of the Original Lehigh and to provide 
a lever to effectuate the purchase of the syndicate holdings. 

The Mentz Agreement was substantially consummated in July 1923, 
although some payments remained to be thereafter made. Title to the 
syndicate holdings, however, was at no time vested in the Original 
Lehigh, but was transferred directly to the licensee’s wholly owned 
real estate company, but this conveyance was not’made until April 25, 
1924. The real estate company in tarn conveyed the project portion 
of the syndicate lands and water rights to the licensee and retained 
title to the nonproject portion thereof. 

The Original Lehigh was utilized by Bond and Share to accomi- 
plish consolidations, interconnection and expansion of power facili- 
ties in Pennsylvania. Immediately upon its creation it began to 
acquire the securities of independent operating companies, with the 
licensee being organized by the consolidation of eight of such comi- 
panies. The independent operating companies were strait-jacketed 
by closed mortgages, preventing new bond financing. To meet this 
situation, Lehigh Industrial Power Company was organized in Octo- 
ber 1919 to take title to the principal additions and extensions, thereby 
permitting first mortgages to be issued against the newly constructed 
properties. However, as a result of the formation of the licensee on 
June 4, 1920, it was unnecessary to utilize Lehigh Industrial Power 
Company for this purpose. The licensee, being in a position to meet 
the financing problem, purchased the franchises and properties of 
Lehigh Industrial Power Company in February 1921. Prior thereto, 
i. e., January 2, 1920, Lehigh Industrial Power Company had entered 
into a blanket cost-plus construction contract with Phoenix Utility 
Company (hereinafter referred to as “Phoenix”), the stock of which 
was owned by Bond and Share. This contract called for the con- 
struction of certain specified work and for “all further construction 
work” as might be designated from time to time. Following the 
acquisition of Lehigh Industrial Power Company by the licensee, the 
latter assumed and performed the obligations of the former under the 
terms of this contract. Construction of the project by Phoenix con- 
stituted part of the “further construction work” authorized 
thereunder. 

The licensee’s declaration of intention to construct the project was 
filed with the Commission on May 26, 1923. Application for a license 
was filed on March 21, 1924, authorized on June 4, 1924, accepted by 
the licensee on September 22, 1924, and issued on September 29, 1924. 

Project construction was begun by Phoenix on June 6, 1924, al- 
though it had no written authorization to begin said construction 
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until January 15, 1925. Unit No. 1 was placed in operation on June 
3, 1926, and unit No. 2 on June 23, 1926. The project became avail- 
able for the purpose for which it was intended on July 1, 1926. 


CLAIMED COST 


In its claimed cost statement filed on October 24, 1928, the licensee 
claimed $9,070,137.09 as representing the project’s actual legitimate 
original cost as of December 31, 1927. Thereafter, annual statements 
were filed relating to adjustments in the original claim and to addi- 
tions, betterments and retirements through December 31, 1934. The 
claimed cost as of the latter date aggregated $9,148,755.88. Account- 
ing and engineering representatives of the Commission made a de- 
tailed audit and analysis of this claim and submitted reports thereon. 
These reports were served upon and protested by the licensee. 

The claimed cost is treated in the accounting report through the 
medium of 51 suspensions, some of which are comprised of: numerous 
subdivisions to facilitate consideration and. disposition thereof. 
Under the 51st suspension the accountants approve, subject to engi- 
neering exceptions, a total of $5,372,793.09. Parts of all other suspen- 
sions, except Nos. 11 and 32 (which we allow as claimed), were ques- 
tioned by the accountants. 

During the course of the hearing on the project cost, the licensee 
agreed to the elimination, in their entirety, of the amounts embraced 
in the suspensions numbered 10, 13, 34, 35, 36, 38, 39, 41, and 43. The 
$18,397.93 comprising these nine suspensions is accordingly disallowed. 
In addition, the licensee has accepted and we approve the following 
dispositions proposed by our accounting examiners as to the suspen- 
sions numbered 15, 26, 33, 37, 40, 42, 44, 45, and 46: 


Suspension No. 


30, 221. 12 | 16, 749. 17 | 22, 610. 62 


The amounts embraced in suspension Nos. 23 through 25 and 27 
through 31 were questioned because the overhead components of the 
amounts credited to the project cost for such retirements were esti- 
mated and could not be computed with exactitude until the allowable 
overheads for the project were determined by the Commission. We 
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accept the estimates of applicable overheads as being sufficiently ac- 
curate for accounting purposes, except that the retirement credits 
must be reduced by the portion thereof representing Phoenix fee. 
Under suspension No. 2 we disallow the Phoenix fee in toto. There- 
fore, inclusion of the element of that fee in the credits for retirements 
would result in a duplicate elimination. The adjusted allowance for 
each of these suspensions is: 


Claimed —— Suspension No. o_ 
(199. 94) 


(123. 64) 
(419. 13) 
(837. 85) 


In addition, we find that the factual questions involved in the sus- 
pensions numbered 4 (E), 5,6 (subdivisions A and C), 7 (subdivisions 
A, B, I, K, L, and N through §S), 8, 12, 16, 17, 21, 47, and 49 must be re- 
solved in favor of the licensee. The evidence shows that the payments 
involved in these suspensions were fully substantiated in the record, 
and they may be allowed, as adjusted at the hearing, without further 
discussion. 

This leaves the suspensions numbered 1 through 4 (D), 6 (B),7 (C) 
through 7 (H),7 (J), 7 (M), 9, 14, 18, 19, 20, 48, 50, and 51 which are 
treated below. 


SUSPENSION NO. 1 


This suspension is comprised of the items of claimed cost ($759,- 
480.13) classified by the Commission’s accountant as interest, although 
only $525,879.70 is claimed by the licensee as such. Exception was 
taken to the $525,879.70 pending the determination of the factors enter- 
ing into the computation of interest, Of the $233,600.43 classified as 
interest, but not so claimed, $148,601.10 covers interest which accrued 
on the books of the Original Lehigh and Pennsylvania Realty & Invest- 
ment. Company, the licensee’s land company, but which was transferred 
to the licensee’s books as part of the land cost; $45,505.99 represents 
part of the consideration paid under the Mentz Agreement in the ac- 
quisition of the project site ; $41.67 covers interest paid by the Original 
Lehigh to Bond and Share on an advance of $125,000 for two days; 
and $39,451.67, less $1,230.84 conceded by licensee, or $38,220.83, covers 
interest (accrued during construction period) paid to the vendors on 
the three deferred payments under the Mentz Agreement. 

We think that the amounts of $525,879.70, $148,601.10, $41.67 and 
$38,220.83, totaling $712,743.30, are properly classified as interest. 
The amount of $45,505.99 is allowed as part of the land cost. The 
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factors entering into the computation of interest during construction 
will now be considered. 

(1) Construction period.—On March 1, 1922, the licensee authorized 
Bond and Share to make general studies to determine the advisability 
of constructing a hydroelectric project on the Wallenpaupack Creek. 
Preliminary investigations and other project activities show a fair 
continuity thereafter. March 1, 1922, therefore, marks the beginning 
of the construction period. Units Nos. 1 and 2 were placed on the 
line on June 3 and 23,.1926, respectively. Licensee agrees that the 
project became available for the purpose for which it was intended on 
July 1, 1926, marking the end of the construction period. 

(2) Rate of interest —Funds used in constructing this project repre- 
sented only a small part of the funds required in financing the licensee’s 
complete construction program. In carrying out this program, its 
general funds were used pending the issuance of bonds for complefed 
construction and the sale of preferred stock. One general cash account 
was maintained. In it were deposited the funds realized from the sale 
of bonds, preferred and common stock and operating revenues, with 
no attempt being made to segregate construction funds from operating 
funds in handling the account. The funds raised, however, were not 
used for construction purposes only, but also for the purpose of making 
loans to affiliated companies and others. 

In view of the intermingling of funds from: all sources, it is im- 
possible to segregate and identify the exact source of project con- 
struction funds. Consequently, funds used in construction of the 
project are to be treated as licensee’s own funds and a reasonable 
rate of interest applied thereto. If it be assumed that the funds used 
in constructing the project were derived from the sale of bonds, the 
interest rate, exclusive of commissions paid to Bond and Share, would 
be 5.77 percent per annum. On the other hand, if it be assumed that 
construction funds were derived from the sale of preferred stock, the 
rate, exclusive of Bond and Share commissions, would be 6.982 per- 
cent. The weighted average of both is 6.115 percent. In view of this 
and the further fact that construction funds were obtained through 
short-term borrowings and other sources, it is concluded that the 
allowance of interest computed at the rate of 6 percent per annum 
on construction expenditures will result in a reasonable allowance. 

(3) Method of computation—In computing its claim for interest 
during construction, licensee computed each quarter separately, with 
the quarterly average rates being applied to the cumulative totals 
of interest-bearing construction expenditures in the succeeding quar- 
ter. During the period in which the licensee computed its interest 
claim, the quarterly average percentage rates vary from 5.350 to 7.964 
per annum. In place of this method, we allow simple interest for 
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the period March 1, 1922 to June 30, 1926, at the rate of 6 percent per 
annum to be computed monthly upon the accumulated total of net 
approved project costs, other than interest, as of the first day of each 
month, plus one-half of the net approved project cost, other than 
interest, for the month of computation. This amounts to $600,500.25, 
to which should be added the interest ($38,220.83) paid on the deferred 
payments under the Mentz Agreement, making a total of $638,721.08. 
The $74,022.72 difference between this allowance and the $712,743.30 
classified as interest is disallowed. 


SUSPENSION NO. 2 


This suspension, as adjusted by the licensee, is comprised of the 
$197,596.35 fee paid to Phoenix, the stock of which was owned by Bond 
and Share. As is hereinafter shown under suspension No. 3, Bond 
and Share controlled the licensee. 

With respect to this item, there is, at,the outset, a controversy as 
to the scope of the problem before us for solution. Licensee’s counsel 
argue that the only question involved is whether the Phoenix fee is 
reasonable. In opposition Commission counsel urge that the issue 
goes not to the reasonableness of the fee but calls for the application 
of the instrumentality rule under which Phoenix is to be regarded 
either (a) as a department of the licensee or (b) as a device utilized 
by Bond and Share for the purpose of exacting unwarranted profits. 
Upon the facts hereinafter discussed we conclude that the view of 
Commission counsel is correct and that the fee should be disallowed. 

Ownership by Bond and Share of a relatively small minority inter- 
est (approximately 15% ) in the voting securities of its intermediate 
holding company, Lehigh, which in turn owned all or substantially 
all of the licensee’s outstanding voting securities, is typical of the 
minority interest held by Bond and Share in its other intermediate 
holding companies which in turn hold all or practically all of the 
voting securities of their subsidiaries. Thus if Bond and Share was 
to realize appreciable profits from its system companies, in addition 
to dividends on its small stcckholdings, it of necessity had to resort 
to methods flowing from opportunities afforded through control of 
its system companies. In exploiting its opportunities, Bond and 
Share utilized, among other things, the Phoenix fiction and service 
contract arrangements. The use of Phoenix enabled the exaction of 
unwarranted fees ($1,100,920.47 for the year 1925 alone) on construc- 
tion expenditures made in its name or billed through it, with a cor- 
responding inflation of construction costs to the system operating 
companies, while the-service contracts with the intermediate holding 
companies and their subsidiaries enabled the tapping of their gross 
revenues and the syphoning of large portions thereof, in the name 

582231—44—vol. 3 ——7 
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of “services rendered,” into the Bond and Share treasury. The serv- 
ices classified and described in the service contracts were (1) super- 
vision and general services, for which a fee was charged based on 
gross operating revenues, and (2) special services, some of which are 
involved in suspension No. 3 hereinafter discussed, for which special 
fees were charged. 

We cannot bring ourselves to believe that Phoenix was incorporated 
and existed in a capacity other than as a blind. It was organized by 
Bond and Share in 1906, under the name Phoenix Construction Com- 
pany (name changed to Phoenix Utility Company in 1918). Its out- 
standing stock, at all times owned by Bond and Share, consisted of 
only 20 shares of a par value of $100.00 each. It operated with no 
funds of its own,’ yet collected fees on all expenditures made in its 
name or billed through it to the operating companies. It had no con- 
struction equipment not purchased with funds of the operating com- 
panies contracting with it, which equipment was disposed of upon 
completion of construction work undertaken. It operated only within 
the Bond and Share system and obtained none of its contracts as a 
result of competitive bidding. It may truly be said that its sole asset 
was the artificial value implicit in its relationship to Bond and Share 
and its operating companies to guarantee the execution of construction 
work in its name. 

Phoenix had no officers or employees whose salaries were paid out 
of its corporate earnings. Its directors were either officers or em- 
ployees of Bond and Share. Its officers were either officers or 
employees of Bond and Share, or one of the operating companies con- 
tracting with it, and their salaries were paid either by Bond and Share 
or by one of these companies. It was the common practice for an 
officer, director or employee of each contracting company to be elected 
and serve as a vice president of Phoenix for the territory in which 
such company was operating. This practice is illustrated by the num- 
ber of Phoenix officers elected on January 15, 1929. On that day, 29 
officers were elected of whom 20 were officers or employees of the oper- 
ating companies contracting with Phoenix. 


1In describing the Phoenix method of operation, in so far as the construction of the 
Wallenpaupack project is concerned, the Commission's accountant states, among other 
things : Ps 

“By adopting the above-described method of financing Phoenix Utility Company is en- 
abled to operate with no funds of its own, at the same time collecting engineering fees on 
all moneys advanced for labor, material, and construction equipment, etc. 

* : 7 = > ~ . 

“From an examination of items appearing on said balance sheets, it can be seen that 
‘Additions to property’ forms the principal asset thereon. This account represents the 
balance of jobs incompleted at date balance sheets were prepared, and amounts thereon 
are offset principally by accounts payable to the licensee. This would indicate that the 
construction company has no assets of its own and is without any means of self-support, 
were the licensee to cease financing it. It would seem plausible to look upon the Phoenix 
Utility Company operating in the State of Pennsylvania as an engineering construction 
department for the Pennsylvania Power & Light Company.” 
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Whenever any of the operating companies in the Bond and Share 
group undertook a construction program in the name of Phoenix, 
instead of their existing staffs being increased, an additional organiza- 
tion was created under the name “Phoenix.” Thus attached to each 
operating company carrying out a construction program was a Phoenix 

‘ organization, which organization had no expenses not absorbed by the 
operating companies contracting with them. Upon the creation of 
these local organizations the operating companies set up an initial 
fund, and, as necessary, made further advances thereto upon request 
and presentation by Phoenix of a statement of expenditures made. 
Bond and Share had the over-all supervision of the work performed by 
the Phoenix field organizations and was compensated therefor, which 
compensation formed, at least in the case at bar, part of the base upon 
which the Phoenix fee was computed. Much of the work which 
Phoenix: was authorized to perform was sublet to contractors, with 
Phoenix assessing the operating companies for its regular fee in addi- 
tion to the contract price paid to the subcontractors. When the con- 
struction programs were completed, the local Phoenix organizations 
were disbanded from the employ of Phoenix, except in instances where 
key men were either taken over on the pay roll of the operating com- 
panies, or transferred from one operating company’s construction 
program to another, if there were any. 

The foregoing has pertained principally to the Phoenix field organ- 
izations. We turn now to the manner in which the Phoenix fiction 
was preserved in Bond and Share’s New York office. Notwith- 
standing the fact that none of the employees in that office was on the 
Phoenix pay roll, they nevertheless functioned in the name of Phoenix. 
One illustration will serve to clearly emphasize this fact. Bond and 
Share’s purchasing department purchased, in the name of Phoenix,’ 
equipment and material costing $1,787,416.56 which was used in the 
construction of this licensed project. The $20,528.62 charged by Bond 
and Share for making these purchases was billed to the licensee, 
through Phoenix, along with the $1,787,416.56, and on the total of 
these two amounts Phoenix collected approximately $54,238.35 of the 
“construction fee” here in issue. In this transaction Phoenix is 
clearly shown to be nothing more than a billing conduit or a corpo- 
rate name given to a system of accounting.? We would be derelict 
in our duty if we permitted mere accounting entries, such as these, to 
hide the true function of Phoenix, i. e., the extraction of unwarranted 
intercompany profits. As Phoenix collected its fees, Bond and Share 


2The record further discloses that of the base of $6,583,436.31 upon which the Phoenix 
fee was computed, $341,723.61 was paid to subcontractors ; $371,031.03 (which includes 
the $20,528.62 for purchasing services) represents Bond and Share charges billed through 
Phoenix; $72,706.84 covers licensee's billings to Phoenix which in turn rebilled them to 
the licensee. 
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billed Phoenix in exactly the same amount thereof for “services ren- 
dered,” nothwithstanding the fact that Bond and Share had previously 
and separately been compensated for its services to Phoenix, Thus 
as the Phoenix fees were collected, they were immediately syphoned 
into Bond and Share’s treasury. These circumstances plainly disclose 
that Bond and Share performed one service for which it was twice 
compensated, 

The licensee urges that Phoenix was incorporated separately from 
Bond and Share for the purpose of enabling it to qualify under the 
laws of various states where it did construction work and to segre- 
gate the construction accounts from the general accounts of Bond and 
Share. The fallacy of this contention is that these same results could 
have been accomplished by Bond and Share dealing directly with the 
operating companies without the interposition of Phoenix. These 
operating companies were going concerns, organized according to the 
laws of the various states and were also engaged in other construction. 
The untenableness of this contention is conclusively demonstrated by 
the fact that licensee’s total construction program, together with that 
of its subsidiaries and predecessors, amounted to $125,000,000 during 
the period from 1920 to 1932, of whi h approximately $45,000,000 was 
carried out through Phoenix and its subcontractors, while the other 
$80,000,000 was performed either by the licensee’s own force or by 
outside contractors. Moreover, many of the jobs originally under- 
taken by the Phoenix: force were taken over by the force on the 
licensee’s pay roll during construction and completed. 

Licensee’s witness Wescott, who was the Phoenix construction 
manager with headquarters at Allentown during the period from 1919 
to 1924, was unable to state what advantages, if any, resulted from a 
portion of this construction program being carried out in the name 
of Phoenix. In answer to a question as to why the licensee’s own 
construction organization could not have been expanded sufficiently 
to carry out its complete construction program, this witness replied 
only that he could not speak for the licensee. Not only were there 
no advantages, but there were several disadvantages, in so far as 
the licensee and the public interest are concerned, viz., (a) the unwar- 
ranted expense incident to keeping an additional set of books covering 
expenditures made in the name of Phoenix, or billed through it; (b) 
the exaction of a three per cent fee thereon by Bond and Share at the 
expense of the licensee and its security holders; and (c) the inflation 
of the plant accounts and imposition of an unjustified charge upon 
the public at recapture. 

Licensee also urges that it would not have had the same opportunity 
to obtain the qualified personnel that was available to Phoenix had it 
carried out the construction of the project in its own name. This con- 
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tention is refuted by the terms of Part I of Bond and Share’s service 
contract with the licensee. a 

Bond and Share had not only the over-all supervision of the con- 
struction of the project, but prepared the plans, specifications, etc., 
therefor. For its services and expenses in that connection it was paid 
the amount involved in suspension No. 3 hereinafter considered. ‘Thus 
had Phoenix not been interposed, the licensee could have carried the 
construction accounts on its own books, obtained the same Bond and 
Share services, and performed the same work effecting savings equal to 
the Phoenix fees and undoubtedly other economies. 

Finally it is contended that Bond and Share’s relationship to the 
licensee “was not exercised to coerce the licensee into acceptance of a 
Phoenix construction contract,” and that “the employment of Phoenix 
was a matter of voluntary choice.” Where a holding company has 
control over subsidiaries, such as Bond and Share in this case, it would 
be expected that the subsidiaries would voluntarily submit to its desires, 
and the greater the control the more pronounced would be the acquies- 
cence. Manifestly, the answer to the issue before us cannot turn upon 
such a subjective matter as the asserted state of mind of the licensee’s 
officers, but upon an objective consideration of what in fact was done 
as between Bond and Share, Phoenix, and the licensee. As the Supreme 
Court of the United States so aptly said in the case of Llectrie Bond 
and Share Company v. Securities and Exchange Commission, 303 U.S. 
419, 440, “It is the substance of what they do, and not the form in which 
they clothe their transactions, which must afford the test.” 

In the hght of the foregoing facts, we must conclude that Phoenix 
was but a part of the construction department of the licensee, or nothing 
more than an incorporated system of accounting interposed by Bond 
and Share for the purpose of exacting construction fees from its super- 
vised operating companies. In either view, the fee paid to Phoenix 
does not constitute actual legitimate original cost of the project, for as 
pointed out by the Court in Alabama Power Co. v. McNinch, 94 F. (2d) 
601, 618, the statutory requirement prohibiting the eapitalization of 
other than actual legitimate original cost “must be taken to forbid 
inflation of cost by any device.” The evil sought to be reached by the 
statute is. equally present whether the inflated claimed cost results from 
the acts of licensees or the practices and methods of a holding company 


* Section No. 4 of that contract provided : 

“4. We will advise with the directors and officers of your Company and its subsidiaries 
in regard to personnel and organization, and, when desired by your Company, will, through 
our wide acquaintance in the public utility industry, assist in obtaining suitable personnel.” 

For services rendered under Part I of the service contract, Bond and Share was com- 
pensated by the payment of a fee based upon a percentage of licensee’s gross revenues. 
Thus the licensee was already assured directly of every assistance as to personnel that 
could have been available to any Bond and Share subsidiary. 
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exercising control over them. Plainly, in each case, the inevitable 
results are the same. 

Notwithstanding the fact that the Phoenix construction contract 
provided for the rendition of services on a cost-plus basis, the licensee 
claims that the fee was in part compensation for some substantial 
services rendered by the executives, lawyers, accountants and other 
personnel of Bond and Share, for which services Bond and Share was 
not otherwise compensated. The licensee, however, made no showing 
what those services were, by whom they were rendered, and what 
amounts should be allowed for them. Nor does this allegation find 
any support in the audit made by Commission accountants (described 
in detail under suspension No. 3, infra) to determine the cost to Phoe- 
nix and Bond and Share in rendering construction and engineering 
services to operating companies in the Bond and Share system. That 
audit confirms the fact that their recommended allowance for over- 
head charges on the Bond and Share billings for engineering services 
would be sufficient to cover any costs to Bond and Share in rendering 
such services in the name of Phoenix.‘ 


SUSPENSION NO. 3 


This suspension is comprised of Bond and Share charges for services, 
principally engineering, claimed as having been rendered in connection 
with project construction. These charges total $388,936.42 and are 
treated by Commission accountants under twelve subdivisions, (A) 
through (L).° 

The licensee urged that the only question as to the Bond and Share 
charges is whether they are reasonable, and it offered evidence in 
support of this contention. If Bond and Share must be regarded as 
having controlled the licensee, this position is untenable. The Federal 
Power Act embodies the clear policy that the “actual legitimate 


*In their report Commission accountants state in part: 

“Phoenix * * * had no general engineering or purchasing department but secured 
these services from * * * Bond and Share * * * at a cost of estimated salary 
plus estimated overhead of from 75 to 100 per cent. The employees of Phoenix * * * 
were therefore those engaged in field operations such as superintendents, engineers, 
cashiers, foremen and the various crafts employed on the construction and reconstruction 
work. Phoenix * * * was reimbursed for all of its actual expenditures, including 
the ‘New York’ (meaning all charges originating in the New York office of Bond and Share 
and Phoenix for services, expenses or fees) charges for salaries and overheads, and in 
addition, collected construction fees from 3 to 5 percent of the total of all actual expendi- 
tures. * * * It appeared that * * * Bond and Share * * * had already 
been reimbursed for all of its specific services through billings for engineering department 
salaries, traveling and living expenses of employees, blueprints, telephone and telegraph 
expense, etc., and that the overheads billed were more than sufficient to cover any other 
claimed expenses relating to Phoenix * * *. The entire Phoenix * * * fee is 
therefore recommended for elimination as intercompany profit.” [Words in parentheses 
supplied. ] 

5 No claimed costs are involved in suspension 3 (H). 
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original cost” of licensed projects shall be taken as the basis for both 
the regulation which it provides ahd for recapture thereunder, and 
that inflation of such cost by the use of the corporate device or any 
other means of capitalizing profits of the licensee or those exercising 
control over it, shall not be permitted (Alabama Power Company v. 
McNinch, et al., 94 F. (2d) 601, 616-618; Louisville Hydro-Electric 
Company, 1 F. P. C. 130, 183-146; Northern States Power Company, 
1 F. P. C. 329, 344-345). 

The first question to be considered therefore is whether Bond and 
Share must be regarded as having controlled the licensee. On this 
question we can only conclude that it must. The licensee was organized, 
on June 4, 1920, through the consolidation of eight companies pre- 
viously acquired by the Original Lehigh. From that date until Decem- 
ber 31, 1934, the date as of which the project cost is to be determined, 
a majority of the licensee’s outstanding voting stock was continuously 
owned either by the Original Lehigh or its successor of the same name 
(Present Lehigh). 

The Original Lehigh, in turn, had been organized by Bond and 
Share in 1917, and was controlled by it under a voting trust agree- 
ment until January 23, 1926.° While so controlled, the Original 
Lehigh entered into an agreement of consolidation with another 
company to form the Present Lehigh. Until February 1928, effective 
stock control over the Present Lehigh was maintained by Bond and 
Share through stock held by it and others who must be regarded 
as friendly to it. During this entire period, all stock of the Present 
Lehigh which was represented at stockholders’ meetings was voted 
by a committee of proxy holders who voted the stock held by Bond 
and Share. In February 1928, National Power & Light Company 
(hereinafter referred-to as National Company) acquired a majority 
stock control in the Present Lehigh, and by December of that year 
it had increased its holdings to 98 percent of the common and 99 per- 
cent of the preferred stock and substantially maintained those hold- 
ings through December 31, 1934. Bond and Share’s control of the 
National Company, in turn, is shown by the fact that at each stock- 
holders’ meeting of the National Company during the period from 
November 15, 1928 to December 31, 1934, with but one exception, 
there was voted on behalf of Bond and Share more than a majority of 
the total outstanding voting stock of the National Company repre- 
sented at those meetings, and for four of those years (from about 
December 21, 1930 to December 31, 1934) Bond and Share owned 
approximately 46 percent of the outstanding voting securities of the 


*The project became available for the purpose for which it was intended on July 1, 1926. 
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National Company.* Thus Bond and Share continuously maintained 
control of the corporations controlling the licensee. 

Further confirmation of Bond and Share’s control over the licensee 
is found in these facts: First, there was always an interlocking of 
the directorate of Bond and Share, the Original and Present Lehigh, 
National Company and the licensee. Second, the large reserve of 
authorized, but unissued, voting stock of the Original and Present 
Lehigh and National Company, together with charter provisions 
denying preemptive rights to stockholders and allowing the re- 
spective boards to issue the stock to whomever they pleased, com- 
pletely safeguarded Bond and Share’s controlling position against 
surprise attack. Third, Bond and Share continuously supervised and 
managed the affairs of the Original and Present Lehigh and National 
Company pursuant to service contracts. As a part of these services 
Bond and Share provided them with (1) complete staffs of officers 
and employees, who were officers and employees of, and were 
paid exclusively by, Bond and Share; (2) office space in its own 
office building; (3) all office equipment and supplies required by 
them in the conduct of their business. The intermediate companies 
were, in fact, only corporations on paper. Under its continuous 
service arrangements with the licensee, Bond and Share likewise 
paid the salaries and furnished certain of its officers, directors and 
employees to serve as officers and directors of the licensee. 

If there were any doubt as to the complete control exercised by 
Bond and Share over the intermediate companies and the licensee it 
would be set at rest by Bond and Share’s own characterization of its 
relationship to them as one of “control.” This characterization is 
set forth in its contract* with General Electric Company for the 
purchase of electric apparatus and supplies, in effect from 1912 until 
on or about January 2, 1933. We therefore conclude that Bond and 
Share controlled the licensee throughout the period pcrtinent to this 


7 Under the provisions of Section 4 of the by-laws of the National Company, stockholders’ 
meetings could be held upon the call of the chairman of the board, the president, board 
of directors, the executive committee, or the holders of at least one-fourth of the capital 
stock entitled to vote thereat. Section 6 of the by-laws provided that holders of 40 percent 
of the stock of the National Company entitled to vote present in person or by proxy, should 
constitute a quorum. Bond and Share holding more than one-fourth of the National 
Company’s stock, and having its officers and employees in positions as officers of the 
National Company, could call meetings and arrange the business to be considered at such 
meetings in the way most consonant with its interest. Since 40 percent of the outstanding 
stock of the National Company, present in person or by proxy, constituted a quorum, 
Bond and Share, together with some of its important associates, prior to December 31, 
1930, could pass any resolution or conduct any corporate business desired. Subsequent to 
that date, Bond and Share’s ownership of outstanding stock of the National Company was 
in excess of 40 percent. 


* The provisions of this contract are discussed by the Court in Federal Trade Commis- 
sion v.. Smith, 1 F. Supp. 247, 252-253. 
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determination. The allowance for charges for its services must there- 
fore be limited to the cost thereof to Bond and Share. 

In passing it may be noted that during part of the time Bond and 
Share’s service contract with the licensee provided that its special 
services, such as those here in issue, were to be rendered “at cost.” ® 

We come now to a consideration of the cost to Bond and Share of 
rendering the engineering services now sought to be included as 
part of the cost of this project. The principal problem to be de- 
termined in this regard is the amount of overhead costs properly 
applicable to those services. At the outset we are confronted by the 
fact that Bond and Share, at the time these services were rendered and 
billed, maintained an accounting system by which its costs, both salary 
and overhead, were currently charged to its respective departments, 
such as its engineering department. However, in billing the licensee 
for engineering services, Bond and Share charged for almost twice 
the amount of overhead which had been charged to such services on 
its books. We consider first, therefore, the Bond and Share account- 
ing system. 

In its New York office Bond and Share developed a highly special- 
ized service organization whose services covered “every ramification 
of public utility activities and problems.” This organization was de- 
partmentalized, and during the period from January 1, 1918, to 
December 31, 1927, its recorded expenses with certain minor excep- 
tions,’ were classified by and charged to its nine functional depart- 
ments, i. e., general, executive, securities, operating, corporation and 
public relations, engineering, treasury, comptroller and foreign. In 
segregating its expense by functional departments on its books, Bond 
and Share prorated the expense of the general department to the 
other eight departments. This was done because the general depart- 
ment consisted of stenographers, typists, messengers, hall men, etc., 
whose services were common to all departments. 

The recorded expenses of Bond and Share for the year 1925 totaled 
$5,318,131.74. This included $1,684,781.83 paid in Federal income 


® The contract in effect from January 1, 1921, to February 1, 1926, provided that engineer- 
ing services were to be rendered at salary cost, plus overhead cost not to exceed 85 percent 
of such salary cost, plus 15 percent of such cost. The contract in effect from February 1, 
1926, to January 1, 1929, provided that such services were to be rendered “at cost.” Thus 
with the exception of the 15 percent added to billings prior to February 1, 1926, Bond 
and Share contracted to render engineering services, for which 99 percent of its billings for 
services were made, to the licensee at cost. This is also true as to the other special services 
provided for under Part II of these contracts. 

The only recorded expenses not charged direct to functional departments or appor- 
tioned thereto monthly, during the year 1925 for instance, were interest ($40,705.56) and 
preferred stock campaign expense ($52,458.34), both of which were classified as “undis- 


tributed,” and furniture and fixtures ($35,044.34) and special bonuses ($250,000.00), 
charged to “Profit and Loss—General.” 
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taxes which, although not a service expense, was distributed to the 
nine functional departments as part of their overhead cost. The de- 
partments and the amounts charged to each, either directly or by allo- 
cation monthly on specific bases, are as follows: 
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The principal item included in the “direct” charges of $2,946,622.35 
is that of salaries which amounted to $2,703,988.02, leaving a balance 
of direct charges of $242,634.33 which covers such items as directors’ 
fees, legal and special services, traveling expenses, telephone and tele- 
graph expense, postage, stationery and supplies and other general 
expenses. The allocated expenses of $2,278,345.49 include $1,097,886.32 
(the major portion of which represents Federal income tax) which was 
considered by Bond and Share as not applicable to the engineering 
department. The balance of the allocated expenses of $1,180,459.17 


and the percentages thereof charged to the engineering department 
are as follows: 
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Average 
| per cent 
Items Amounts Basis for proration charged to 
Eng. Dept. 
(1925) 

+ } } 
Salaries—general_....................-..- $85, 241.52 | Departmental payrolls._.......... 45. 35% 
Legal and special. _....................- 18, 069.89 | Departmental payrolls __......... 44.89 
Traveling ___-_- ian ay 82.95 | Departmental payrolls. ........- - 44.11 
Gs eu 270, 358.97 | Space occupied ___--_.......- 49. 42 
I Bi th cscs’ aa 728, 030.80 | Departmental expenses___.-- 43. 63 
Fees—transfer and fiscal agent: 907.07 | Departmental payrolls. - 46.79 
Telephone and telegraph___------ 6, 168.24 | Number of telephones___.___..._-.. 43.97 
are OE a | 2, 516. 54 | Direct postage charges. .........- 53. 16 
Stationery and supplies... .............- 15, 005.45 | Departmental payrolls....-.....-- 45. 38 
Pein cot tc Sadie scdinoks 2, 288.00 | Departmental payrolls_-_...._.._. 44.14 
EN in. <4, ttt cone dbncnes ep vuchacen 7.00 | Departmental payrolls. ........... 45.71 
inning inci s deheesib agin uahehaled 539.90 | Departmental payrolls. ........._. 45, 72 
sins jac taashehtdetbucsendhws 48, 789.09 | Departmental payrolls. ........... 45. 69 
Discounts and commissions... ........ 2, 453.75 | Departmental payrolls. _.......... 47.49 

1, 180, 459. 17 RONDE. <3. ossincl-5-d 45, 24 


The bases of proration of allocated expenses shown above bespeak the 
equitableness of the allocation made, 

The existence of this segregation of expenses by departments first 
came to light when the Commission’s representatives began an audit 
to determine from Bond and Share’s books whether their claim of 
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overhead expenses amounting to approximately 95 per cent of the 
salary cost applicable to engineering services, represented costs prop- 
erly allocable to such services. 

The engineering department expenses for the year 1925 as recorded 
were found to total $1,842,033.66, of which $1,227,631.48 represented 


. salaries, with the remaining $614,402.18 representing overhead expen- 


ses. The resulting ratio of overhead to salaries is 50.05 percent in- 
stead of the approximately 95 percent overhead billed. However, even 
in the 50.05 percent so recorded, there were included certain items 
which should not have been allocated, or for the allocation of which no 
support was shown. The audit for the year 1925 of the cost to Bond 
and Share in rendering engineering services (such services represent- 
ing 99 percent of the billings for services here in issue), discloses 
that that year may be taken as the typical year™ during the period 
from 1918 to 1932, inclusive. Asa result of this audit, Commission ac- 
countants propose the elimination of $480,268.02 (includes $286,293.62 
of the Federal income taxes) from the total recorded engineering 
department expenses (for the year 1925) to be considered in arriving 
at the true cost to Bond and Share in rendering engineering services 
capitalized as part of the cost of this project. The effect of this 
proposed elimination of costs is to reduce the 1925 percentage of over- 
head to direct salaries from 50.05 to 42.57 percent of actual salary 
cost. Subject to the foregoing adjustments, Commission accountants 
were of the opinion that the segregation of expenses on Bond and 
Share’s books represented an equitable method of distribution for 
determining engineering service costs to Bond and Share. 

The staff audit further disclosed, however, that Bond and Share 
billed out its engineering salary cost on an estimated rather than an 
actual basis, resulting in 1.39 percent more being billed than was ac- 
tually incurred. The staff therefore contends that salaries as billed, 
reduced by the 1.39 percent in excess of actual salary cost, plus 42.57 
percent thereof for overhead, represent the cost to Bond and Share 
in rendering engineering services. 

The licensee introduced in evidence, in support of its 95 percent 
overhead claim, the results of a study made by the accounting firm 
of Haskins & Sells on the basis of estimates supplied by Bond and 
Share’s then comptroller, Lang. That study was made in 1928” to 
serve as a basis for the general rewriting of Bond and Share’s service 
contracts. This is important for “The weight to be accorded to the 


“This audit shows that the relationship between recorded engineering department salary 
costs and overhead costs remained substantially the same for each year throughout this 
period. Thus if the overhead percentage applicable to engineering salary cost for the 
year 1925 be applied to the other years during the indicated period, reasonably accurate 
results will be obtained. 

42The Haskins & Sells study covered a period of five years and nine months (January 
1, 1923, to September 30, 1928). 
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testimony of the experts cannot be determined without understanding 
their approach to the question and the criteria which governed their 
estimates.” St. Joseph Stock Yards Co. v. United States, 298 U. S. 
38, 59. We cannot be blind to the natural interest of Bond and Share 
to realize as great profits as possible on its contracts with operating 
corporations subject to its control. In addition, it may not be without | 
significance that although Commission accountants had long been 
engaged in an attempt to ascertain Bond and Share engineering costs 
from its books in its own offices, they had never been apprised of the 
existence of the Haskins & Sells study and were unaware of its exist- 
ence until it was produced at the close of the hearing. Obviously, had 
this study been brought to their attention during their audit, they 
would have been in a position to have analyzed it thoroughly and to 
have spread on the record the results of that analysis. As it is, 
the comparison of the results of that study with that of Commission 
accountants can only be made for the year 1925. 

By their method, Haskins & Sells adjusted the recorded costs of 
the engineering department in a manner similar to that followed by 
Commission accountants (eliminating income taxes, etc.), which re- 
sulted in their arriving at recorded salary and overhead costs in 
amounts not greatly varying from those found by Commission ac- 
countants. 

However, Haskins & Sells then added to their recorded engineering 
department overhead, so arrived at, a portion ($357,814.17 for the 
year 1925) of the recorded expenses of the other seven departments. 
This was done by calling parts of their recorded expenses “general 
overhead” and shifting more than half of such “general overhead” to 
the engineering department. In so doing, a reclassification of the 
recorded costs of the departments as between “general overhead” and 
“direct departmental costs” was introduced. This reclassification by 
Haskins & Sells was upon the basis of estimates made by Bond and 
Share’s comptroller, Lang. Lang estimated the ratio of the time spent 
by the executives of the respective departments on “productive” and 
“nonproductive” work, the former being that for which Bond and 
Share was compensated under its service contracts, with the latter 
representing work of a general nature claimed to be applicable to the 
company as a whole. These ratios were used to divide the recorded 
expenses of the respective departments into “direct costs,” correspond- 
ing to ratio of time spent by executives on “productive” work, and 
“general overhead,” corresponding to that for “nonproductive” work. 
The time of the engineering department executives being treated as 
wholly productive resulted in all of its recorded costs being designated 
as its direct costs. All costs of the executive and commissary ™ de- 
partments were included in “general overhead.” 


% The commissary department was in existence only for the year 1928. 
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This reclassification of the recorded department costs was followed 
by a reclassification of functional departments into five “departments” 
(with the engineering department continuing to exist as one of the 
five), with a sixth “department,” investment, being set up. The direct 
costs of this “investment department” were estimated and assigned to 
it out of the aggregate of the “general overhead.” The remainder of 
the “general overhead” was then distributed to the six new “depart- 
ments” in proportion to their assigned direet costs. This resulted in 
more than half of the newly computed “general overhead” bemg added 
as a further overhead cost to the overhead costs already reeorded for 
the engineering department, thereby increasing its overhead costs, for 
the purposes of the Haskins & Sells study, to 95 percent of salary 
costs. It was a one-way process serving greatly to increase engineer- 
ing department overhead expenses without any offsets, none of the 
original recorded expenses of the functional engineering department 
being transferred to any of the other five “departments” recognized by 
the Haskins & Sells study. 

We cannot agree that because a portion of the time of the executives 
of the functional departments other than engineering were non- 
productive that that time thereby becomes a “general overhead” ex- 
pense, a portion of which is applicable to the cost of rendering 
engineering services. In allocating overheads in cost accounting, a 
relationship of overhead costs to direct costs must be shoWn or the 
alloeation is unwarranted. We fail to find any showing as to a 
relationship between the portion of the “general overhead” allocated 
to the engineering department as additional overhead and’ engineering 
as such. Further, as testified by a Commission accountant, in the 
absence of any showing to the contrary it is possible that the costs of 
the service rendered by the departments to each other would sub- 
stantially offset themselves. This would render unnecessary the 
transfer of any portion of their recorded costs for cost accounting 
purposes. 

Certain further objections to the Haskins & Sells results may be 
iWustrated by specific examples. The time of Mr. S. Z. Mitchell, Bond 
and Share’s president, C. E. Groesbeck (operating department), F. B. 
Odlum (corporation department), A. E. Smith, E. P. Summerson and 
assistant comptroller Lang, himself (comptrollers department)., was 
treated as wholly “nonproductive.” Since these individuals held many 
positions ** in companies in the Bond and Share system and their 
services were furnished under Part I of the Bond and Share service 


%* In 1925 Mr. Mitchell held forty-nine positions as‘ officer or director, or both, in twenty-- 
ene companies; Mr. Groesbeck sixty-two positions in thirty-one companies; Mr. Odlum 
sixteen positions in eleven companies; Mr. Smith twenty-eight positions in fourteen com- 
panies; Mr. Summerson one’ hundred and thirteen positions in fifty-six companies; and 
the assistant comptroller twelve positions in nine companies. 
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contracts (for which services, among others, Bond and Share received 
a fee based on the gross revenues of the serviced companies) it is 
obvious that a portion of their time should have been considered as 
“productive.” At the hearing, Bond and Share’s assistant comptrol- 
ler Lang sought to support his estimates on the ground that their 
services in those companies were purely nominal and that they acted 
as dummies. But it appears that even if this enlightening explana- 
tion be accepted, it merely shifts the costs of those services to the 
subordinates in their respective departments who actually performed 
their duties. 

Another indication of the weakness of Haskins & Sells study is 
found in the fact that they wholly failed to take into account or make 
any deduction from the recorded costs to cover expenses incurred by 
Bond and Share in servicing the five large intermediate holding com- 
panies in its system, viz., the Original and Present Lehigh, National 
Company, American Power & Light Company, Electric Power & Light 
Corporation, and American & Foreign Power Company, Inc. Under 
its service contracts with these holding companies, which had ap- 
proximately 150 domestic and foreign subsidiary operating companies, 
Bond and Share furnished them with complete staffs of officers and 
employees, office space and office equipment and supplies. In addi- 
tion to these intermediate holding companies, Bond and Share had 
several small wholly owned companies used by it for various pur- 
poses with which it had no service contracts. The entire cost of 
administering these affairs of these wholly owned and intermediate 
holding companies was included in Bond and Share’s recorded depart- 
mental expenses. 

Our conclusion that the 95 percent overhead figure resulting from 
the Haskins & Sells study is in excess of actual Bond and Share engi- 
neering overhead cost has additional reinforcement which comes from 
evidence offered through the licensee’s witnesses. Witness Whitaker, 
in support of the reasonableness of the Bond and Share billings, as- 
-serted that it was customary for recognized engineering firms to add 
75 to. 100 percent overhead to salary cost in billing for engineering 
services, admitting at the same time that it could be assumed that such 
billings embraced a profit. Lang, Bond and Share’s present comptrol- 
ler, testified that the arbitrary overhead percentage applied by Bond 
and Share to its billings prior to 1929, generally ranging from 85 to 
100 percent of salary cost, but averaging 95 percent on project services, 
was due to its common usage by others, and on cross-examination 
stated that “if there was a profit and, of course, then we were living in 
the era when there was a profit motive in business and we felt we were 
entitled to a profit.” Such assertions strongly suggest an inflation of 
engineering department overhead for purposes of the Haskins & Sells 
study. If the 95 percent overhead additive to salary cost in billing 
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for project services would have been adequate to assure a profit, a for- 
tiort it would have been in excess 6f cost to Bond and Share. 

For approximately fifteen years Bond and Share recorded its ex- 
penses on its books by charging them to nine functional departments. 
The expenses of one of these departments, general department, to- 
gether with other overhead expenses, were prorated to the other eight 
departments on the books. The basis on which that proration was 
made has been hereinbefore set out and shown to be equitable. But, 
when the question arises as to the amount of the costs of rendering 
special engineering services, a function falling squarely within those 
of the engineering department, we are asked to accept the results of 
the Haskins & Sells study which repudiates the accuracy of the Bond 
and Share system of accounts and the classification of functions on 
which it was based. , If recorded expenditures are to be accepted for 
what they purport to be, or are to be rejected for not being what they 
purport to be as the momentary expediency before a regulatory com- 
mission dictates, the keeping of accounts may as well be confined to a 
genera] journal or a schedule simply of receipts and disbursements. 
The results of the Haskins & Sells study and the basis upon which it 
was made are accordingly rejected. 

The licensee raises the objection to the 42.57 percent overhead al- 
lowance for the engineering department recommended by Commission 
accountants because it makes no allowance for “executive, administra- 
tive, and working capital costs.” As to “executive” and “administra- 
tive” costs, the evidence shows that the engineering department had 
charged to it the salaries of a manager and other executive personnel 
and the “salaries of cost accountants, cost clerks, and so forth,” as 
well as a pro rata share of the general department’s expense. As to 
“working capital costs,” it may be observed that the engineering de- 
partment was a personal service organization requiring only such capi- 
tal as would be necessary for salaries, office equipment, materials and 
supplies, etc. Billings for engineering services were rendered and 
payable monthly. The portion of the recorded engineering depart- 
ment cost applicable to the administration of the affairs of Bond and 
Share’s intermediate holding companies and wholly owned companies 
which we have discussed would probably offset an allowance for work- 
ing capital costs, as well as other costs, if any, not included in the 
recorded engineering department cost but which might be applicable 
to that department. However, for reasons set out below, and in order 
to remove all question, we allow the capitalization of 50 percent over- 
head on direct salary cost. . 

We think that the method followed by Commission accountants in 
accepting the record of Bond and Share expenditures as a basis for 
audit to ascertain the cost to Bond and Share in rendering engineering 
services is productive of substantially correct results. However, we 
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are further of the opinion that a separate amount representing an al- 
lowance for furniture and fixtures and an equitable portion of the 
recorded executive department cost is properly allowable as engineer- 
ing department overhead, in addition to its recorded overhead costs. 
Furniture and fixture expense was not charged to the various 
departments but to “Profit and Loss—General.” Thus we find that 
the overhead cost applicable to direct salary cost in rendering engi- 
neering services capitalized as the cost of this licensed project is 50 
percent. 

Salary charges as billed, reduced by the 1.39 percent in excess of 
actual salary cost, plus 50 percent overhead on actual salaries, is there- 
fore allowed as the cost of Bond and Share’s engineering services. 

No evidence was offered to show the actual cost to Bond and Share 
in rendering services other than engineering, such as auditing, typing, 
etc. In the absence of such a showing, we will assume that the cost 
of the comparatively small amount of such services did not exceed 
salary cost plus 50 percent overhead. 

This brings us.to a consideration of the various claims comprising 
the total of the Bond and Share billings. 

At the outset it must be noted that the claims comprising suspension 
Nos. 3 (A), 3 (B),3 (E),3 (J) and 3 (K) and all but $754.14 of 3 (L) 
must be disallowed entirely for the following reasons: 

(1) Suspension No. 3 (A), in the amount of $3,536.26, covers one- 
third of the cost incurred by Bond and Share in the years 1919 to 1922 
in making an investigation of hydroelectric possibilities in Pennsyl- 
vania and western New Jersey. No evidence was offered by the li- 
censee in support of the allocation of this charge or its relationship, if 
any, to the project. This claim is therefore disallowed in its entirety. 

(2) Embraced in suspension No. 3 (B) is an amount of $2,000 which 
represents about 16 percent of the charges relating to general investi- 
gations and studies of prospective loads of the Lehigh Companies, 
improvements and interconnections with other companies. The ma- 
jority of these charges were first billed to the Original Lehigh by Bond 
and Share prior to and during the year 1921 before active steps appear 
to have been taken in respect of the Wallenpaupack development. The 
remainder was billed in the years 1921 through 1924 and in 1927. 
There is no evidence showing any basis for the allocation of any part 
of the charges to this project. This claim is, therefore, disallowed. 

(3) Suspension No. 3 (E) in the sum of $313.73 relates to “Engi- 
neering both in the field and New York Office, including preparation 
of cost estimates and reports in connection with the possibilities of 
obtaining greater water supply for the Wallenpaupack Reservoir.” 
This undertaking was abandoned, and, therefore, the cost thereof 
should be charged to Account 414, miscellaneous debits to surplus. 
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(4) Suspension Nos. 3 (J) and 3 (K), in the respective amounts of 
$915.28 and $55.73, have been conceded in part, leaving $614.92 and 
$36.58, respectively, in issue. These adjusted claims represent oper- 
ating expenses of the character hereinafter discussed under suspension 
No. 9, and for reasons there set forth are chargeable to Account 797, 
regulatory commission expenses. 

(5) The licensee has waived $3,947.65 of its original claim under 
suspension No. 3 (L), leaving $8,377.01 in issue. Of the latter amount, 
$2,080.02 represents billings for services and expenses similar to those 
involved in suspension Nos. 3 (J), 3 (K) and 9, and is chargeable to 
Account 797, regulatory commission expenses, and $5,542.85 covers 
miscellaneous charges for which the accountant found no requisitions 
authorizing Bond and Share to render the services covered thereby, and 
no evidence was offered to show that such services related to project 
construction. The amounts of $2,080.02 and $5,542.85 are accordingly 
disallowed. The remaining $754.14 now claimed represents services 
and expenses in connection with the application for a license to con- 
struct the project and amendment thereto. This amount, minus the 
excess above cost to Bond and Share included therein, is allowed as a 
project charge. 

The bills rendered by Bond and Share for studies to determine the 
advisability of constructing a hydroelectric station near Hawley, 
Pennsylvania (suspension No. 3 (C)—$3,722.73) ; for preparation of 
designs, specifications, supervision and surveys (suspension No. 3 
(D)—$337,673.10) ; for purchasing equipment and material, inspee- 
tion thereof, routing and tracing shipments, etc. (suspension No. 3 
(F)—$20,528.62) ; for preparation of designs, specifications and mate- 
rial lists in connection with installation of 66 kv transformer and 
switching equipment (suspension No. 3 (G@)—$7,525.54) ; for gener- 
ator efficiency tests (suspension No. 3 (I1)—$340.77) ; and part of the 
miscellaneous charges (suspension No. 3 (L.)—$754.14) constitute 
proper charges to the project in so far as they represent cost to Bond 
and Share. These billings total $370,544.90, and are comprised of 
direct expenses of $23,566.56, direct salary charges of $177,455.80, and 
overhead costs of $169,522.54. Reduction of (a) the direct salary 
charges by the 1.39 percent in excess of actual salary cost, and (b) the 
overhead costs to 50 percent of actual salary costs, results in an allow- 
ance of $285,989.15, and a disallowance of $84,555.75. 


SUSPENSION NO. 4 (A) 
SUSPENSION NO. 4 (B) 
SUSPENSION NO. 4 (©) 
SUSPENSION NO. 4 (D) 


The licensee’s claim for power used by Phoenix for construction 
purposes is embraced in these suspensions. 
582231—44—vol. 3-8 
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Power used by Phoenix prior to April 1, 1926 (with the exception 
of 571 kwh supplied direct to Phoenix by Paupack Electric Company) 
was obtained by the licensee from two affiliated companies under inter- 
change agreements (at the rate of 3.2 cents per kwh) and resold to 
Phoenix. Prior to beginning project construction, the plants of these 
two companies were not interconnected with each other or with any 
other generating stations. Upon beginning construction, an inter- 
connecting tie-line, the principal portion of which was owned by the 
licensee, was constructed. A permanent extension, also owned by 
the licensee, was constructed from the nearest plant to the project 
site. Subsequent to April 1, 1926, power supplied by the licensee to 
Phoenix was taken from its own system. 

The amount to be allowed for the direct Paupack Electric Company 
billings is the amount billed under the published tariff rates ($44.33). 
The amount to be allowed for power purchased by the licensee prior 
to April 1, 1926, from the two affiliated companies for resale to 
Phoenix is the amount paid therefor, including an allowance for the 
power purchased by the licensee but not furnished to Phoenix due 
to line losses, etc., or $46,428.00 (Lexington Water Power Company, 
1 F. P. C. 480, 459-460; Kanawha Valley Power Company, 2 F. P. C. 
11, 20-21). For the power furnished by the licensee to Phoenix sub- 
sequent to April 1, 1926, from its system, including line losses, the 
cost of said power ($908.28) to the licensee is the amount to be al- 
lowed therefor (Alabama Power Company v. McNinch et al., 94 F. 
(2d) 601, 621-622). As part of the construction power cost there is 
also allowed a reasonable line réntal ($9,736.22) on the portion of the 
tie-line connecting the two affiliated companies, and the one extending 
to the project site. The Commission’s engineer has recommended a 
line rental of only $6,299.22, which represents the period of time that 
the two lines were used exclusively for project purposes. However, 
the tie-line connecting the plants of the two affiliated companies was 
used in part for the same purpose for fourteen months, for which no 
allowance has been made. For this purpose, we will assume that 
this line was used 50 percent of the time during the fourteen-month 
period for project purposes, and make an additional allowance of 
$3,437, or a total rental allowance of $9,736.22. This results in an 
aggregate allowance of $57,116.83 for power used for construction 
purposes. The $4,495.58 difference between this allowance and the 
$61,612.41 claimed by the licensee is disallowed. 


SUSPENSION NO. 6(B) 


This suspension covers a payment of $125,000 to Wellwood Silk 
Mills, Inc., in March 1926, to extinguish its claimed right in per- 
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petuity to 500 horsepower of electric energy for manufacturing pur- 
poses. This payment is clearly substantiated by the evidence and is 
allowed as part of the fixed capital cost. 


SUSPENSION NO. 7(C) 
SUSPENSION NO. 7(D) 
SUSPENSION NO. 7(E) 
SUSPENSION NO. 7(F) 
SUSPENSION NO. 7(G) 
SUSPENSION NO. 7(H) 


These suspensions cover allocated portions of the salary and ex- 
penses of Mr. W. C. Anderson and of the Hawley Operating Division 
office of the licensee. The principa] reason for locating the division 
office at Hawley was to place it near the project so as to permit Mr. 
Anderson to supervise both the operating division (consisting of the 
territory served by two small companies) and the acquisition of 
project lands. For services rendered during the period from Sep- 
tember 1923 to December 1926, inclusive, Mr. Anderson charged, on 
the basis of his time reports, 49.66 percent of his time to the project 
for services rendered in connection therewith. His office expenses, 
with the exception of a small amount, were distributed to the project 
in the same proportion as his time. Under the circumstances, it is 
proper to allow the portion of Mr. Anderson’s salary allocated to the 
project. Allowance of a portion of his salary carries with it an 
allowance for an equitable portion of his office expenses. Licensee’s 
adjusted claim of $13,338.29 under suspension Nos. 7 (C) through 
7 (H) is allowed. The remaining $3,519.62 waived by the licensee 
is disallowed. 


SUSPENSION NO. 7(J) 


This suspension, in the amount of $3,168.50, is comprised of charges 
for legal expenses, revenue stamps, recordings, etc., incidental to the 
acquisition of lands and rights-of-way, of which $116.25 has been 
waived, leaving a balance of $3,052.25. Included in this revised 
claim is an item of $1,325.50 for revenue stamps affixed to the deed 
in the transfer of project property to the licensee from its land com- 
pany. The amount of the revenue stamps was based upon a con- 
sideration of $1,325,500, while only $1,089,983.27 was actually paid 
for the project property conveyed. The tax on the latter amount, at 
the rate of $1 per thousand, would be $1,089.98. The difference 
between this amount and the $1,325.50 claimed, or $235.52, is dis- 
allowed. This results in a total allowance of $2,816.73 and a dis- 
allowance of $351.77 under this suspension. 





114 FEDERAL POWER COMMISSION 


SUSPENSION NO. 7 (M) 


This suspension, a net credit of $9,205.90, is comprised of a number 
of miscellaneous debits and credits and, as adjusted at the hearing, 
has been increased to $9,410.18. One item, in the amount of $60, 
included in this adjusted credit represents payments to appraisers of 
the nonproject land acquired in connection with the project acreage. 
While this amount was questioned, we think that it is a proper proj- 
ect charge and it is allowed. We also find that an additional $499 
paid in settlement of damage claims has been properly substantiated 
and it is allowed. 

During the course of the hearing it was developed that $1,637.50 
was collected during construction as rent on the nonproject acreage. 
As to this item, it is pointed outghat this amount has certain offsets, 
the determination of the exact amount of which would require a de- 
tailed search and analysis. The licensee therefore proposes that 
one-half of this amount, or $818.75, be treated as a credit applicable 
to the project cost, and that the other one-half be applied as an offset 
against the amounts which are not readily ascertamable. Because 
of the relatively small amount involved, the licensee’s proposal is 
accepted. This has the effect of increasing the credit claimed mder 
this suspension from $9,410.18 to $10,228.93. 


SUSPENSION NO. 9 


The licensee has agreed to the elimination of $12,023.54 of the 
$40,141.95 originally questioned under this suspension, leaving 
$28,118.41 in issue. The costs embraced in this revised claim were 
incurred in establishing the cost of this project following the closing 
of construction accounts proper, particularly the preparation of the 
initial cost statement, in preparing for and conducting the 1934 hearing 
before the Commission, and in assisting Commission accountants 
during their audit of the claimed cost. Such costs, incurred by reason 
of the facet that the project is under the regulatory control of this Com- 
mission, constitute operating expenses chargeable to Account 797, regu- 
latory commission expenses, and accordingly are disallowed as eapital 
charges. 

SUSPENSION NO, 14 


The. licensee has revised its claim under this suspension from 
$39,085.17 to $4,616.72, which represents a portion of the expense of the 
licensee’s accounting department which, according to our accountant, 
was equitably distributed to the project. This adjusted claim is related 
te other items of claimed cost upon which it was spread. Lieénsee’s 
amended claims under suspension Nos. 16 and 21, and its concession 
under suspension No. 26, have the effect of reducing the claim of 
$4,616.72 by the following amounts, i. e., $40.03, $15.18 and $10.38, 
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respectively, leaving a balance of $4,551.13. In addition there should 
also be deducted $94.72 because of the dispositions which we make of 
suspension No. 18, infra, leaving $4,456.41 which is allowed. 


SUSPENSION NO. 18 


During the period from 1927 to 1932, the licensee converted one of 
the construction buildings located at the dam into a clubhouse. In so 
doing, the expenditure of $5,649.76 comprising this suspension, less a 
maintenance charge of $191 which has been waived, was incurred. 
The licensee claims that this was done to provide facilities for project 
visitors and as a recreation center for the licensee’s employees, including 
project employees. 

Counsel for the licensee urge that the principle involved in connec- 
tion with this item of claimed cost “is substantially that discussed by 
the Commission in the case of Louisville Hydro-Electric Company 
(1 F. P. C. 130,155) * * * where the. Commission allowed the 
cost of erecting and maintaining a platform from which visitors could 
view construction operations with safety.” This contention is without. 
merit. It is obvious that “safety” facilities for visitors are in no sense 
comparable to this clubhouse which was constructed for pleasure 
purposes. 

The clubhouse, we find, has not been used for project purposes, and 
there is no evidence showing that it was constructed for the specific use 
of project employees. To this the licensee’s answer is that the club- 
house is there, available to the project employees for their use, and 
the fact that they have not used it does not render the cost an improper 
project charge. We find further, however, that the clubhouse has 
not been and is not useful in the operation of the project, and therefore 
does not constitute proper project cost. 


SUSPENSION NO. 19 


This suspension is comprised of four items, each of which repre- 
sents an amount of less than $50. They cover certain improvements, 
additions and betterments. Exception was taken thereto for consid- 
eration of the question of whether a minimum amount to be capital- 
ized as project cost should be established. 

The election of capitalizing the amounts claimed under this suspen- 
sion is in harmony with the Interstate Commerce Commassion’s 1914 
classification of accounts** which, by section 3 (18) of the Federal 


Under the heading “General Instructions,” and the subhead “Items to be Charged,” 
part 2 thereof, it is provided : 

“If the total cost of additions and betterments * * *, or any class of fixed im- 
provements (except tracks), under a general plan, considered as a whole, is less than $200, 
the option may be exercised of charging the amount expended to the appropriate account 
in Operating Expenses. This rule is not te be construed as authorizing the parceling of 
expenditures in order to bring them within this limit.” 
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Power Act, is made the Commission’s guide for the determination of 
actual legitimate original cost, in so far as applicable and except as 
limited by the Act. The rule laid down in that classification and 
quoted in the margin is applicable to and constitutes the sole stand- 
ard for the determination of the issue here involved. Accordingly, 
no rule can be established contrary thereto. The amount of $109.08 
is allowed. 


SUSPENSION NO. 20 
SUSPENSION NO. 50 


Of the $8,878.91 originally claimed by the licensee under suspension 
No. 20, $428.20 has been waived, leaving $8,450.71 in issue under that 
suspension. Of the $297,653.80 comprising suspension No. 50, excep- 
tion has been taken to only $15,167.99 thereof on the ground that it 
represents the difference between the purchase price and salvage value 
of material purchased for installation in the project flow line but 
omitted through a gross engineering error. The $8,450.71 now 
claimed under suspension No. 20 is comprised of two items: (a) 
‘$6,060.58, the cost of flow line lumber; (b) $2,390.13, the cost of flow 
line bands and shoes. Both amounts represent cost of material re- 
tained in stock following completion of construction. We think that 
these two amounts, plus freight charges of $187.94 (applicable to the 
bands and shoes) included in suspension No. 50, are chargeable to 
Account 131, materials and supplies, and not to project fixed capital. 

The plans and specifications covering the construction of the flow 
line (three and one-half miles in length) prepared by Bond and Share 
called for the installation of 18 bands between the saddles (8 feet 
apart) supporting the flow line. Had the bands and shoes been in- 
stalled pursuant to the plans and specifications, 140,379 bands and 
144,780 shoes would have been required. However, only 16, instead 
of 18, were installed between the saddles, and as a result thereof there 
remained on hand, upon completion of construction, 9,697 bands and 
9,768 shoes, minus those, if any, which were lost. Of this number, 
1,176 bands and 2,370 shoes (represented by the amount of $2,390.13 
involved in suspension No. 20) were retained as stock. The balance, 
involved in suspension No. 50, were resold to the manufacturer, with 
the difference ($15,167.99) between the purchase price and salvage 
value being charged against the project. 

The Phoenix project construction superintendent testified that the 
omission of the bands and shoes was not discovered until after part 
of the line had been creosoted and the bands and shoes actually in- 
stalled had been placed, but not cinched or tightened; that Bond and 
Share engineers were immediately notified of the error to ascertain 
their views with regard to its correction. He further testified that 
they concluded that the additional expense (estimated at between $65,- 

000 and $75,000) of putting on the omitted bands and shoes, together 
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with necessary repainting, would not be justified. The reason given 
for first reporting the error to Bond and Share was because of its over- 
all supervision of the job, “and partially to save my own hide.” . 

We do not regard the amount of $15,167.99 as a proper project 
charge. While the licensee contends that the strength of the flow line 
was not materially affected by the omission of the bands and shoes, 
nevertheless the effect thereof was to reduce the margin of safety 
below what it would otherwise have been, and to make this loss 
wholly without benefit to the project. Further, it would seem ap- 
parent that the licensee was entitled, and but for the interrelationship 
of the licensee, Bond and Share and Phoenix, the licensee would have 
had redress, either by correction of the gross error (respacing and 
installation of omitted bands), or by payment for damages suffered 
by it as a result thereof at least in an amount equal to the cost of the 
omitted bands and shoes. 


SUSPENSION NO. 48 


This suspension, in the amount of $106,449.61, represents the por- 
tion of the expense of the Phoenix General Field Office (hereinafter 
called G. F. O.) allocated to the project. The G. F. O. was main- 
tained from October 1919 to December 1932, inclusive, at Allentown, 
Pa., approximately 100 miles from the project site, and its costs 
($1,097,215.54) for that period were distributed on more than $45,- 
000,000 (consisting of approximately 1,100 jobs) of Phoenix construc- 
tion expenditures, including this project. The questions presented 
in connection with the $106,449.61 allocated to the project are (1) 
what G. F. O. costs are properly subject to proration to the project 
costs; (2) upon what basis or bases should such prorations be made. 

Distribution of the G. F. O. expense to the project and other jobs 
was made‘on a construction dollar basis subject to certain adjustments 
and approximations. At irregular intervals, as jobs were completed, 
the recorded construction expenditures thereon were totaled, 10 per- 
cent added thereto “for clean-up” activities, the percentage of that 
figure to the recorded G. F. O. expense applicable to all active jobs 
was determined, and that percentage of the balances in the various 
G. F. O. expense accounts was distributed to the completed jobs on a 
dollar basis. 

The Phoenix method of distributing its G. F. O. expense was more 
expedient than equitable. Not only was there a great difference in 
the sizes of the Phoenix jobs, but the G. F. O. work on project activi- 
ties differed from that on nonproject activities. Credits to the G. F. 
O. expense arising out of overheads billed to subcontractors and to 
the licensee on maintenance work at 15 per cent as compared with an 
average G. F. O. expense allocated to construction jobs of about 2%4 
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percent, is a recognition of the fact that G. F. O. expenses on the 
smaller isolated jobs were comparatively much larger on a dollar basis. 
Thus it is clear that the project should have been charged less per 
dollar than the numerous small nonproject jobs. Further, the fact 
that the project had its own field offices and personnel while the non- 
project jobs did not, and that a large portion of the project activities 
which would otherwise have had to be performed in the G. F. O. was 
performed in the field office, calls for a different method of allocation 
than that used by Phoenix. The accountant, therefore, recomputed 
the portion of the G. F. O. expense which he deemed applicable to the 
project, using a different basis for the allocation of the several classes 
of charges originating in that office, with the result of allocating to 
the project an amount substantially less than was distributed under 
the Phoenix method. The licensee, without waiving its original 
claim, expressed its willingness “to accept in principle or in part the 
substitute basis suggested by the Accounting Examiner.” Upon re- 
allocation, which we deem to be fair and equitable, the licensee claims 
$91,587.58. We think that the reasons for the difference between 
this amount and that arrived at by our accounting examiner must 
be resolved in favor of the licensee. 

In addition to the amount of $91,587.58, the licensee contends for the 
amount of $14,363.75 which consists of estimates of purchasing de- 
partment salaries, cost accounting department salaries and office ex- 
pense necessary for performing services for a period subsequent to 
February 28, 1927, referred to as the “clean-up” period, during which 
excess material was disposed of and final cost analysis made. The 
$91,587.58 represented what was considered to be an equitable portion 
of the actual G. F. O. expenses for the period from July 1923 to Feb- 
ruary 28, 1927, inclusive. While there is no basis in the record for 
questioning the substantial correctness of the estimates for what they 
purport to be, yet they represent expenses for which an allowance of 
10 per cent was made in the allocation of costs as originally contended 
by the licensee. 

The $14,363.75-is disallowed for the reason that the actual G. F. O. 
costs for the period from July 1923 to February 1927, included the 
clean-up costs on other jobs, There was a constant overhanging of G. 
F. O. expenses after every allocation made by Phoenix. Without any 
showing to the contrary, we assume that the overhanging on the proj- 
ect costs would be equally offset by the overhanging on other jobs in- 
cluded in the actual G. F. O. costs for the period referred to. 

In addition to the $14,363.75, the remaining $498.28 involved in this 
suspension is also disallowed as not representing an equitable charge 
against the project. : 
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‘Fhis suspension, in the amount of $5,372,793.09, embraces the major 
portion of the Phoenix project chafyes. The Commission’s engineer 
took exception to eight items aggregating $517,890.31 on the ground 
that the eosts were unreasonably high. His estimates of the reasonable 
costs aggregate $403,954.66, which is approximately 20 percent less 
than the claimed costs. There is no question here but that the costs 
had been incurred, and the licensee therefore contends that the ques- 
tion of reasonableness is beside the point, that the Commission is 
charged with the duty of ascertaining the actual legitimate original 
cost, and that so long as the cost was incurred, the claimed costs must 
be allowed. 

We agree with the licensee that these claimed costs should be allowed, 
but not with its reasoning. The word “legitimate” does involve an ele- 
ment of reasonableness. A claimed cost may be so in excess of the 
cost of comparable construction or purchase that it raises a question 
of collusion, fraud or gross neglect which would cast on the licensee 
the burden of proving the circumstances which would justify the 
claimed cost, and in the absence of such proof the claim in excess of 
what is reasonable should be disallowed. (Jn the Matter of Louisville 
Hydro-Electric Company, 1 F. P. C. 130, 139.) 

An illustration of this type of claimed cost may be found in sub- 
division S of claim No. 7. There the licensee claimed $1,500.00 paid 
for a right-of-way 38 feet long over the land of a water company for 
the flow line site. In view of the fact that this right-of-way lay across 
an acre tract acquired by the water company for $500, the claimed 
cost, on its face, appeared to the Commission’s staff to be so unreason- 
able as to raise a question as to its legitimacy. The licensee, however, 
met the challenge and adequately explained the attendant circum- 
stanees: In order to eonstruct the flow line, it was necessary to cut 
down about 50 trees on the property ; there was a spring, used for water 
supply purposes, which was located under the flow line; in order to 
protect the spring water from possible leakage of the flow line, it was 
necessary for the water company to construct a concrete enclosure 
around the spring. In these circumstances, there was nothing unrea- 
sonable about the payment of $1,500.00 for the 38-foot right-of-way. 
when consideration is given to the damages resulting from the con- 
struction of the flow line. 

In suspension No. 51 we have a different situation. Most of the 
items of cost relate to excavation and grading where the costs are 
influenced by the geological conditions of the ground, location of the 
work, the time of the year, etc. The zone of reasonableness is very 
wide. Some of those circumstances were explained by the licensee, 
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others resolved themselves to a mere difference of engineering opinion. 
We are not dealing here with “fair value,” which is largely based on 
opinion, but with actual cost, where opinion must give way to fact. 
The items of cost questioned by tht engineer are allowed as claimed. 
One further point has been raised in connection with a portion of 
the amount involved in suspension No. 51. That is the question of 
whether the 66 and 11 kv lines and appurtenant facilities, in so far as 
they are located within the project boundary, are covered by the license. 
While such equipment is not expressly covered by the license, the 
licensee, by claiming the cost thereof as a part of the project cost, has 
treated it as being under license. We approve the cost of such equip- 
ment as part of the project cost, but our approval of such cost is 
subject to amendment of the license to expressly include such equipment 
as part of the project under license. 
Let an order be prepared in conformity with this opinion. 
Lxxanp OLps. 
Cxavupe L., Draper. 
Bast Many. 
Crype L, Seaver. 
I concur in result only. 
Joun W. Scorr. 


Order determining actual legitimate original cost and prescribing 
accounting therefor 


Pennsylvania Power & Light Company 
(Project No. 487) 


Upon consideration of the matters of record with respect. to the 
actual legitimate original cost of project No. 487, Pennsylvania Power 
& Light Company, Licensee, as of December 31, 1934, and having on 
this date made and entered its opinion in this matter, which is hereby 
referred to and made a part hereof by reference; and 

It appearing to the Commission that: 

(a) The licensee, in its initial cost statement filed with the Com- 
mission on October 24, 1928, claimed $9,070,137.09 as the actual legiti- 
mate original cost of this project as of December 31, 1927; 

(5) The licensee thereafter filed annual statements relating to ad- 
justments in the original claim as of December 31, 1927, and to 
additions, betterments, and retirements through December 31, 1934, 
as of which date its claimed actual legitimate original cost of this 
project aggregated $9,148,755.88 ; 

(c) The licensee recorded $9,158,162.64 on its books of account as 
the cost of this project as of December 31, 1934; the amount recorded 








PENNSYLVANIA POWER & LIGHT COMPANY, LICENSEE 12] 


as cost being $9,406.76 in excess of the $9,148,755.88 claimed as of 
said date; 

The Commission finds and determines that: 

(1) The actual legitimate original cost as of December 31, 1934, of 
this project is $8,573,895.70 which is the total of the amounts listed in 
column (7) under the heading “Allowed” in the tabulation herein- 
after set forth and said amount of $8,573,895.70 is allowed subject to 
the provisions of paragraphs (3) and (J) below; 

(2) The amounts, totaling $574,860.18, listed in column (8) under 
the caption “Disallowed” in said tabulation do not constitute part of 
the actual legitimate original cost of this project as of December 31, 
1934; and said amounts, totaling $574,860.18, are disallowed ; 

(3) Allowance of the claimed cost of the 66 and 11 kv lines and 
appurtenant facilities, referred to in the opinion in this matter in the 
concluding paragraph dealing with suspension No. 51, is subject to 
amendment of the license to expressly include such equipment as part 
of the project under license; 

(4) The corrective accounting hereinafter ordered is necessary and 
appropriate under the Federal Power Act to reflect, on licensee’s books 
of account, the Commission’s determination of the actual legitimate 
original cost of this project: 
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The Commission orders that : 
(A) The licensee establish and maintain control accounts with 
reference to this project showing a total debit balance in its electric 
plant accounts beginning with an entry of $8,573,895.70 (being the 
total of the amounts listed in column (7) under the heading “Al- 
lowed” in the above tabulation) as the actual legitimate original cost 
of this project as of December 31, 1934; 

(B) The licensee establish and maintain subsidiary accounts show- 
ing and substantiating all entries in such control accounts and classi- 
fying the total for electric plant in appropriate detail and in accord- 
ance with the provisions of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees revised to 
December 31, 1936; 

(C) The licensee remove from this project’s accounts and transfer 
to the appropriate nonproject electric plant account or accounts the 
amounts, totaling $19,522.93, listed in column (9) under the heading 
“Nonproject electric plant” in the above tabulation ; 

(D) The licensee remove from this project’s accounts and transfer 
to Account 131, materials and supplies, the amounts totaling $9,516.75, 
listed in column (10) under the heading “Materials and supplies” in 
the above tabulation ; 

(E) The licensee remove from this project’s accounts and transfer 
to Account 110, other physical property, the amounts, totaling $5,- 
779.29, listed in column (11) under the heading “Other physical prop- 
erty” in the above tabulation ; 

(F) The licensee remove from this project’s accounts and transfer 
to Account 146, other deferred debits, the amount of $220.00 listed in 
column (12) under the heading “Other deferred debits” in the above 
tabulation ; 

(G) The licensee remove from this project’s accounts and transfer 
to Account 250, reserve for depreciation of electric plant, the two 
credit amounts totaling $753.53 listed in column (13) under the head- 
ing “Depreciation reserve” in the above tabulation ; 

(H) The licensee remove from this project’s accounts and transfer 
to the appropriate earned surplus account the amounts, totaling 
$540,574.74, listed in column (14) under the heading “Earned surplus” 
in the above tabulation ; 

(1) The licensee remove from this project’s accounts the net dif- 
ference of $9,406.76 between the $9,148,755.88 originally claimed as 
the actual legitimate original cost of this project as of December 31, 
1934, and the $9,158,162.64 recorded on its books as the cost: of the 
project as of December 31, 1934, and transfer said amount of $9,406.76 
to the appropriate earned surplus account, except in so far as and to 
the extent that said amount represents part of the cost of some physical 
property of licensee other than this project ; 








PENNSYLVANIA POWER & LIGHT COMPANY, LICENSEE 125 


(J) Within 45 days of the date of this order the licensee prepare 
and file with the Commission its application for amendment of the 
license (referred to in paragraph (3) above) to expressly embrace 
as a part of the licensed project the 66 amd 11 kv line facilities in so far 
as their cost is included in the total amount of $8,573,895.70 shown in 
column (7) in the above tabulation under the heading “Allowed”; 

(K) Within 60 days of the date of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form No. 
76 showing such compliance. 






























IN THE MATTER OF 


CANADIAN RIVER GAS COMPANY 
COLORADO INTERSTATE GAS COMPANY 


AND 
COLORADO-WYOMING GAS COMPANY 


CITY AND COUNTY OF DENVER, COLORADO, 
COMPLAINANT 


DvD. 


PUBLIC SERVICE COMMISSION OF COLORADO, ET AL., 
DEFENDANTS 


PUBLIC SERVICE COMMISSION OF WYOMING, 
COMPLAINANT 


DvD. 


COLORADO-WYOMING GAS COMPANY, ET AL., 
DEFENDANTS 


Petition for Rehearing in Investigation into Reasonableness of Rates and 
Charges 


G-124, 118 and 121 
(Decided May 13, 1942) 


Syllabus 


1. Petitions for rehearing, alleging that 1941 Federal income and excess 
profits taxes greatly exceeded the amounts allowed by the Commission in 
its former opinion, denied. No new facts were alleged nor principles of | 
law stated not fully considered in former opinion. Proper computation 
of taxes showed that the amounts allowed exceeded the amounts which 
would have accrued in 1941 had earnings been limited to a fair return 
for that year. In that event, the company would have had no net taxable 
income for the year 1941. Moreover the companies’ earnings for 1936 to 
1939 were substantially in excess of those allowed as reasonable for 1941, 
so that there would be no excess profits tax on an average earnings basis. 


By THE CoMMISSION : 
At page 36 in our opinion Jn the Matter of Canadian Rwer Gas 
Co. et al., supra, p. 32, entered on March 18, 1942, disposition was 
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made of the petitions of Canadian and of Colorado Interstate Com- 
panies, filed March 11, 1942, to reopen these proceedings. 

However, in view of the claims asserted by the companies, in peti- 
tions for rehearing and to reopen, filed April 14, 1942, as to imcreases 
in Federal income taxes for periods subsequent to the close of the 
hearing, it is deemed advisable to supplement our previous opinion in 
more detail with respect to the pesition taken by the companies 
therein. 

The companies allege that the Federal income and excess profits 
taxes, which they were required to pay in connection with operations 
for the year 1941, greatly exceed the amounts allowed by the Commis- 
sion. Actually, as hereinafter shown, the taxes allowed by the Com- 
mission exceed the amounts which would have accrued im 1941 had the 
companies’ earnings been limited to a fair return for those years. 

The fair return, that is, the operating income, found reasonable, in 
our order, for Canadian Company amounts to $609,375 To arrive 
at a base for calculating taxable income, this amount should be in- 
creased by income taxes allowed in computing the operating income, 
namely, $66,403 and also by the annual amortization of rate case 
expenses allowed in the amount of $41,000, which expenses are cus- 
tomarily deductible items for income tax purposes in the year paid 
rather than in the year amortized. From this total of $716,778 there 
should be deducted interest and the difference between other nonoper- 
ating income and deductions, in the net sum of $417,431,‘ which is 
allowable for income tax purposes, but which is payable out of the 
fair return, and also an additional amount of $355,007 ® representing 
depreciation and depletion deductible for income tax purposes, in ex- 
cess of that allowed by the Commission. The total of these two latter 
deductions exceeds the aforesaid amount of $716,778., 

If Canadian Company had been limited in 1941 to a return of $609,- 
375, which was found to be a fair and reasonable return,’ it would have 
had no net. taxable income and would not have been obligated to pay 
any Federal income tax for that year. Therefore, the amount of 
$66,403 for 1939 Federal income taxes, allowed in finding No. 11 as a 
reasonable item of operating expense, was ample. 

The fair return allowed Colorado Company amounts to $619,775, to 
which should be added income taxes allowed in finding No. 9 in the 


1 Finding No. 10. 

? Exhibit No. 163—Statement No. 1. 

* Exhibit No. 163—-Statement No. 2. 

* Exhibit No. 168, page 1. 

5 Depreciation and depletion per books for 1939 and deducted in computing taxable 
income was $593,750 (Exhibit No. 168, page 1); that allowed as reasonable and proper 
in Finding No. 11 was $288,743. 

* Finding No. 10. 

? Finding No. 8. 
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amount of $391,526,° amortization of rate case expenses in the sum of 
$43,000 ® and the excess of “Other Income” over “Income Deductions,” 
in the sum of $95,454,° giving a total maximum taxable income of 
$1,149,755. ‘The normal income and surtaxes of 31 percent “ applied 
to the foregoing figure would disclose a tax liability of $356,424, as 
against the $391, 526 allowed in our order. Furthermore, the amount 
of Colorado Company’s taxable income will be smaller than $1,149,755, 
inasmuch as the said company has been deducting for income tax pur- 
poses approximately $272,000 more for depreciation and amortization 
than was allowed in determining a fair return.” Giving recognition 
to these additional deductions would reduce the tax, at the rate of 31 
percent, to approximately $272,039, as compared with the $391,526 
heretofore allowed. 

Accordingly, if Colorado Company had been limited in 1941 to a 
return of $619,775, which was found to be a fair and reasonable re- 
turn,” the total Federal income tax which it would have been obligated 
to pay on its taxable net income for that year would have been approxi- 
mately $119,000 less than the amount of $391,526" allowed as an 
operating expense. The Commission’s allowance therefore was ample. 

The reductions heretofore ordered will eliminate excess earnings 
and will also eliminate any liability for claimed excess profits tax. 
Among other things, the excess profits tax is based upon excess earn- 
ings of the taxable year, as compared with the four-year base period, 
namely, the years 1936 to 1939. The companies’ earnings for these 
years *° were substantially in excess of those allowed as reasonable in 
our orders herein. As stated in Canadian River Gas Co. et al., supra, 
pp. 32, 54, a comparative analysis of the companies’ income statements 
for each of the years 1937, 1938, and 1939, as well as for the 12 months 
ended September 30, 1940, “reveals little difference in the net operat- 
ing results for 1989 compared with either the three year average or the 
12 months ended September 30, 1940.” The ordered reduction in 
rates in these proceedings will eliminate the companies’ excess income. 


®§ Exhibit No. 140, page 118. 
® Canadian River Gas Co. et al., supra, pp. 32, 56. 

” Exhibit No. 140, page 1. 

11 Under the Revenue Act of 1941, the effect of the application of the several brackets of 
normal surtax rates is to provide a combined normal and surtax rate fractionally less than 
21 percent; however, for convenience, the computation herein is based upon a 31 percent 
rate and represents the maximum income and surtax rates under said Act. 

2 The depreciation deducted for income tax purposes in the year 1939 in the amount 
of $422,869, together with the amortization of contracts and franchises, deductible for 
income tax purposes, in the amount of $131,537, or a total of $554,406 (Exhibit 170—A), 
exceed the depreciation and amortization, totalling $282,195 (See Canadian River Gas Co. 
et al., supra, pp. 32, 51, and finding No. 9 of order), by the amount of $272,211. 

% Finding No. 8. 
4 Exhibit No. 140, page 118. 
% Exhibit 185. 
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Their income from operations under the said orders will be below, 
rather than above, the 1936 to 1939 average. 

The proceedings herein originated with the filing of a complaint by 
the City and County of Denver, Colorado, in December 1938. Ex- 
tended hearings have been had and a record made comprising some 
sixteen thousand pages of transcript of testimony and 316 exhibits. 
As stated in our main opinion, ample opportunity was afforded the 
parties to fully present their evidence. At the time of the close of 
the hearing in April 1941, this nation’s defense program with its 
incident economic problems had been in progress for a number of 
months and evidence in the record as to that fact was given its due 
weight. 

In Canadian and Colorado Companies’ petitions to reopen these 
proceedings, isolated items of claimed increase of cost of operations 
are asserted, but no allegations are made as to either the gross or the 
net operating revenues realized by the companies for the year 1941 
and the period subsequent thereto; and no allegations are made as 
to the manner or the amount in which said revenues differ from those 
utilized by the Commission in its orders and which the Commission 
considered productive of the fair return allowed in such orders; nor 
are the claimed increased costs applied to such operating revenues so 
as to indicate in what manner or amount the changed economic con- 
ditions affect the companies’ fair returns. No allegations of this nature 
are made by the companies, either as to operations under existing rates 
or as to operations that would obtain if the ordered reductions were 
made effective. 

The aforesaid matters are in further explanation of the reasons set 
forth in our opinion, supra, p, 36, for denying the companies’ petitions 
to reopen these proceedings, and do not in any manner modify. or 
change the finding and ordering clauses of the orders of March 18, 
1942, which findings and orders are predicated upon the record made 
herein. 

Orders denying Canadian and Colorado companies’ petitions for 
rehearing and to reopen will be entered. An order denying Colorado- 
Wyoming Company’s petition for rehearing will be entered. 


LELAND OLpDs. 
Craupe L. Draper. 
Joun W- Scorr. 
Crype L. Seavey. 
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Order denying petition for rehearing and to reopen 


Canadian River Gas Company, Colorado Interstate Gas Company and 
Colorado-Wyoming Gas Company; City and County of Denver, 
Colorado, Complainant v. Public Service Company of Colorado, et 
al., Defendants; Public Service Commission. of Wyoming, Com- 
plainant.v. Colorado-Wyoming Gas Company, et al., Defendants 


(G-118, G-121, G-124) 





Upon consideration of the petition of Canadian River Gas Company 
filed April 14, 1942, for rehearing with respect to the Commission’s 
order reducing rates of said company entered on March 18, 1942, and 
the Commission’s opinion Jn the Matter of Canadian River Gas Co., et 
al., supra, p. 82, and to reopen the said proceedings; and upon further 
consideration of all previous orders in this proceeding, the evidence 
adduced of record, the briefs and other documents filed, and having 
on this date made and entered its opinion in this matter which is in- 
corporated by refercnce as a part hereof, adhering to its opinion and 
order of March 18, 1942; 

The Cctominston findls that: 

No new facts have been presented or alleged i in the petition for re- 
hearing and to reopen which would justify a reversal or revision of 
the Commission’s said order and said opinion entered March 18, 1942, 
and no principles of law are stated in the said petition for rehearing 
and to reopen which were not fully considered by the Commission be- 
fore it rendered said order and said opinion; 

Now, therefore, the Commission orders that : 
The petition for rehearing and to reopen be and it is hereby denied. 


Order denying petition for rehearing and to reopen 





Canadian River Gas Company, Colorado Interstate Gas Company-and 
Colorado-Wyoming Gas Company; City and County of Denver, 
Colorado, Complainant v. Public Service Company of Colorado, et 
al., Defendants; Public Service Commission of Wyoming, Com- 
plainant v. Colorado-Wyoming Gas Company, et al., Defendants 


(G-118, G-121, G—124) 





Upon consideration of the petition of Colorado Interstate Gas Com- 
pany filed April 14, 1942, for rehearing with respect to the Gommis- 
sion’s order reducing rates of said company entered on March 18; 1942, 
and the Commission’s opinion Jn the Matter of Canadian River Gas 
Co., et al., supra, p. 32, and to reopen the said proceedings; and upen 
further consideration of all previous orders in this proceeding, the 
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evidence adduced of record, the briefs and other documents filed, and 
having on this date made and entered its opinion in this matter, which 
is incorporated by reference as a part hereof, adhering to its opinion 
and its order of March 18, 1942; 

The Commission finds that: 

No new facts have been presented or alleged in the petition for re- 
hearing and to reopen which would justify a reversal or revision of 
the Commission’s said order and said opinion entered March 18, 1942, 
and no principles of law are stated in the said petition for rehearing 
and to reopen which were not fully considered by the Commission be- 
fore it rendered said order and said opinion; 

Now, therefore, the Commission orders that: 

The petition for rehearing and to reopen be and it is hereby denied. 


Order denying petition for rehearing and stay 


Canadian River Gas Company, Colorado Interstate Gas Company and 
Colorado-Wyoming Gas Company; City and County of Denver, 
Colorado, Complainant v. Public Service Company of Colorado, et 
al., Defendants; Public Service Commission of Wyoming, Com- 
plainant. v. Colorado-Wyoming Gas Company, et al., Defendants 


(G-118, G-121, G—124) 


Upon consideration of the petition of Colorado-Wyoming Gas Com- 
pany filed April 20, 1942, for rehearing and stay with respect to the 
Commission’s order reducing rates of said company entered on March 
18, 1942, and the Commission’s opinion Jn the Matter of Canadian 
River Gas Co., et al., swpra, p. 32, and upon further consideration of 
all previous orders in this proceeding, the evidence adduced of record, 
the briefs and other documents filed, and having on this date made and 
entered its opinion in this matter which is incorporated by reference as 
a part hereof, adhering to its opinion and order of March 18, 1942; 

The Commission finds that: 

No new facts have been presented or alleged in the petition for re- 
hearing which would justify a reversal or revision of the Commission’s 
said order and said opinion, entered March 18, 1942, and no principles 
of law are stated in the said petition for rehearing and stay which 
were not fully considered by the Commission before it rendered said 
order and said opinion ; 

Now, therefore, the Commission orders that: 

The petition for rehearing and stay be and it is hereby denied. 





IN THE MATTER OF 


CONNECTICUT LIGHT AND POWER COMPANY 


Proceeding on an Order to Show Cause Why Respondent Is Not a Public 
Utility and Failed to Comply with Order No. 42 Prescribing a Uniform 
System of Accounts and Subsequent Related Orders 


IT-5665 
(Decided May 15, 1942) 


Syllabus 


. Facilities in Connecticut owned and operated by respondent for the trans- 
mission and sale at wholesale of electric energy transmitted from Con- 
necticut and consumed in the State of New York by persons other than 
the transmitter, were facilities for the transmission and sale at whole- 
sale of electric energy in interstate commerce and respondent was by 
virtue of such ownership and operation a public utility within the 
meaning of that term as used in the Federal Power Act. P. 134. 

. Facilities in Connecticut owned and operated by respondent for the trans- 
mission of electric energy transmitted from the State of Massachusetts 
and consumed in Connecticut by persons other than the transmitter, 
were facilities for the transmission of electric energy in interstate 
commerce and respondent was by virtue of such ownership and opera- 
tion a public utility within the Federal Power Act. P. 138. 

. Transmission of electric energy in interstate commerce, within the pur- 
view of the Federal Power Act, extends from the generator, where gener- 
ation is complete, to the point where the function of conveyance in bulk 
over a distance (the essential characteristic of “transmission”) is com- 
pleted and the process of subdividing the energy to serve ultimate 
consumers (the characteristic of “local distribution”) is begun. P. 142. 

. Facilities (substation, including transformers and other equipment) that 
are required to raise the voltage so that energy may be transmitted in 
bulk ; the facilities (lines) that actually convey the energy in bulk; and 
the facilities to lower the voltage again so the electric energy may be 
distributed, are facilities for transmission. Included in facilities for 
transmission are also devices for metering and controlling the flow of 
bulk energy, condensers for limiting loss of energy in the line, devices for 
weather protection, to keep the system “in tune”, ete. P. 142. 

. “Facilities for transmission” include not merely the wires by which energy 
is conveyed in bulk, but all the devices necessary and useful to accom- 
plish that conveyance. P. 148. 

. Facilities between the generators and the points at which local distribu- 
tion begins are facilities for transmission of electric energy in inter- 
state commerce, regardless of changes in title or custody, en route. P. 
144. 
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7. The transmission and sale of electric energy to a municipality for sale 
and ultimate consumption in another state is a “sale at wholesale” of 
electric.energy in interstate commerce within the definitions contained 
in the Federal Power Act even though such transmission is to a munici- 
pality. P. 144. 

8. Regulation by a state regulatory commission of respondent does not free 
it from regulation under the Federal Power Act. P. 144. 

9. Transformers do not bring about such a change in the identity or form 
of electric energy that they mark the terminus of the interstate com- 
merce in the electric energy which crosses the State boundary. P. 145. 

10. In view of the general practice in the utility industry of using meter 
readings as showing the direction and amount of flow of electric energy, 
a contention that transmission from points of generation outside the 
State to points of utilization within the State is not “uniquely demon- 
strable by physically verifiable facts,” is untenable. P. 146. 

11, Respondent held a “public utility” on June 16, 1936, when Order No. 42 
was issued, on January 1, 1987, when the Comnrfission’s Uniform System 
of Accounts became effective, on May 11, 1937, when the further order 
with respect to electric plant accounts instruction 2-D of the Uniform 
System of Accounts issued, and continuously through January 1, 1939, 
when reclassification of accounts was required to be completed; and 
ordered to comply with such orders as of the time compliance was 
originally required. P. 147. 


Lawrence A. Howard, Olcott D. Smith, Claude R. Branch, and T. J. 
Davis for The Connecticut Light and Power Company. 
Howard E. Wahrenbrock and Howell Purdue for the Commission. 


By THe Commission : 


FINDINGS 


Upon consideration of the order to show cause, issued by this Com- 
mission January 7, 1941, in the above entitled proceeding, requiring 
The Connecticut Light and Power Company, hereinafter sometimes 
referred to as the “respondent,” to show cause, if any, why it was 
not and had not been since August 26, 1935, a public utility within the 
meaning of the Federal PoWer Act; why it had failed to comply with 
Order No. 42, adopted June 16, 1936, and with various other orders and 
requirements applicable to such public utilities and the nature of such 
failures; and upon consideration of the answer filed, the transcript 
of the hearing held, the exhibits and stipulations received, the memo- 
randa of law and briefs filed, and the transcript of oral argument, the 
Commission finds that: 

(1) The Connecticut Light and Power Company is a corporation 
organized and existing under the laws of the State of Connecticut, 
having its principal office in the city of Hartford, Connecticut, and 
engaged in the production, purchase, transmission, distribution, and 
sale of electric energy. 
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(2) From and including August 26, 1935, to the date of the hearing, 
the respondent continuously sold electric energy in substantial amount 
to the Borough of Groton, in the State of Connecticut, for resale. 
The energy so sold was supplied from respondent’s substation at 
Montville, Connecticut, and was transmitted by means, partially, of 
such substation facilities, transmission lines (including a 33,000-volt 
transmission line owned and operated by the respondent extending 
from Hallville, Connecticut, to the Trail’s Corner substation of the 
respondent at Groton), and the Trail’s Corner substation facilities at 
Groton; also by an extension of that line to Groton Long Point and 
substation facilities at Groton Long Point owned and operated for 
parts of that period by respondent. 

(3) From and including August 26, 1935, until February 28, 1941, 
both inclusive, the Borough of Groton continuously sold to Fishers 
Island Farms, Inc., and its successor, The Fishers Island Electric 
Corporation (which corporations are hereinafter referred to without 
distinction as Fishers Island), a substantial portion of the electric 
energy which it purchased from the respondent. Electric energy in 
substantial amount so purchased by Fishers Island was transmitted 
from Connecticut and distributed and sold at retail by Fishers Island 
in the State of New York. The respondent had knowledge at all times 
since August 26, 1935, that the Borough of Groton sold to Fishers 
island a substantial portion of the electric energy which it purchased 
from the respondent and that energy in substantial amount so pur- 
chased by Fishers Island was transmitted from Connecticut and con- 
sumed in New York. 

(4) From August 26, 1935, to February 28, 1941, both inclusive, the 
respondent continuously owned and operated facilities at or near 
Groton and Montville, and between those places, used for the trans- 
mission of the electric energy sold to Fishers Island, as aforesaid, as 
distinguished from local distribution thereof. 

(5) From August 26, 1935, to February 28, 1941, both inclusive, the 
respondent owned and operated facilities at or near Groton and Mont- 
ville, and between those places, for the transmission and sale at whole- 
sale of electric energy transmitted from the State of Connecticut and 
consumed in the State of New York by persons other than the trans- 
mitter thereof, which facilities were facilities for the transmission and 
sale at wholesale of electric energy in interstate commerce, and re- 
spondent was, by virtue of its ownership and operation of such facil- 
ities, a public utility within the meaning of that term as used in the 
Federal Power Act. 

(6) Since prior to January 1, 1937, the Turners Falls Power & Elec- 
tric Company, a Massachusetts corporation, and The Connecticut 
Power Company, a Connecticut corporation, have owned and operated 
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a 66,000 volt double circuit line ranning from the former’s substation 
at Agawam, Massachusetts, across the Connecticut-Massachusetts 
boundary to the 66,000 volt bus at the latter’s South Meadow substation 
in Hartford, Connecticut. This double circuit line, known as the C-3 
and D-4 lines, in Massachusetts is owned and operated by the Turners 
Falls Power & Electric Company and in Connecticut by The Con- 
necticut Power Company. The Connecticut Power Company owns and 
operates a 66,000 volt line running from the 66,000 volt bus at its South 
Meadow substation to its hydroelectric generating plant at Falls 
Village, Connecticut, known and hereinafter referred to as the C. P. 1 
and C. P. 2 lines. Recently the D-4 line and appurtenant facilities 
have been altered to operate at approximately 110,000 volts and that 
line is now connected through substation facilities of The Connecticut 
Power Company and The Hartford Electric Light Company to the 
C. P. 1 and C. P. 2 lines. 

(7) The Connecticut Valley Power Exchange is an unincorporated 
voluntary association, consisting presently, and at all times since June 
17, 1936, of The Connecticut Power Company, the Turners Falls Power 
& Electric Company, and the New England Power Company, which 
exchange surplus electric energy so that the lowest available incre- 
mental cost source is used in supplying their combined load. Electric 
energy is furnished to the Exchange and paid for by the Exchange at 
the incremental cost to the supplying company and the Exchange in 
turn furnishes it to the receiving company and charges for it at the in- 
cremental cost to the receiving company of supplying an equivalent 
amount of energy from its own generating capacity, After payment 
of fixed charges and operating costs of the Exchange, the resulting 
savings are distributed by the Exchange to its members. In the opera- 
tion of the Exchange electric energy which is transmitted from 
Massachusetts has regularly, frequently, for substantial periods of 
time, and in substantial amounts been, and continues to be, supplied to 
The Connecticut Power Company’s South Meadow substation and to 
its C. P. 1 and C. P. 2 lines by means of the C-3 and D-4 lines, substa- 
tion facilities, and other appurtenant facilities. 

(8) At a point on The Connecticut Power Company’s C. P. 1 and 
C. P. 2 lines, 11.04 miles from that company’s South Meadow sub- 
station, a tap line 7.53 miles long runs to its West Side substation in 
Middletown, Connecticut. From the West Side substation a 13,800 
volt line of that company extends to its Wolcott Lane substation in 
the town of Portland, Connecticut, and thence a similar line ex- 
tended to that company’s Pole 110 in the same town until after July 
1, 1939. 

(9) From January 1, 1937, to June 30, 1939, both inclusive, the 
respondent purchased electric energy for its East Hampton division in 
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Connecticut from The Connecticut Power Company, supplied at Pole 
110 in Portland, which electric energy regularly, frequently, and for 
substantial periods of time included electric energy in substantial 
amounts transmitted from Massachusetts by means of the aforesaid 
substation facilities and C-3, D-4, C. P. 1, C. P. 2, tap, and 13,800-volt 
lines, and appurtenant facilities. 

(10) From January 1, 1937, to June 30, 1939, both inclusive, the 
respondent continuously owned and operated facilities in its East 
Hampton district and between that district and the aforesaid Pole 
110 used for the transmission of electric energy purchased as afore- 
said from The Connecticut Power Company, as distinguished from 
local distribution thereof. Such facilities consisted of substation 
facilities for reducing voltage from 13,800 volts to 4,600 volts at re- 
spondent’s Leesville substation, and to 2,300 volts at its East Hampton, 
Colchester, Comstock Bridge, Collins Hill, and Westchester substa- 
tions, and the 13,800-volt lines connecting them to the facilities of The 
Connecticut Power Company at Pole 110. 

(11) From January 1, 1937, until June 30, 1939, both inclusive, the 
respondent owned and operated facilities in its East Hampton district, 
and between that district and the aforesaid Pole 110, for the trans- 
mission of electric energy, transmitted from the State of Massachu- 
setts and consumed in the State of Connecticut by persons other than 
the transmitter thereof, which facilities were facilities for the trans- 
mission of electric energy in interstate commerce, and respondent was, 
by virtue of its ownership and operation of such facilities, a public 
utility within the meaning of that term as used in the Federal Power 
Act. 

(12) At a point on The Connecticut Power Company’s C. P. 1 and 
C. P. 2 lines known as Switching Tower 276, 39 miles from that com- 
pany’s South Meadow substation, a tap line 2.24 miles in length ex- 
tends to the Torrington, Connecticut, substation of The Torrington 
Electric Light Company, a Connecticut corporation. At this substa- 
tion The Connecticut Power Company maintains facilities for sup- 
plying electric energy from its C. P. 1 and C. P. 2 lines and that tap 
line to the 2,300-volt bus of The Torrington Electric Light Company. 
From January 1, 1937, to the date of the hearing, The Connecticut 
Power Company sold electric energy to The Torrington Electric Light 
Company supplied from the former’s C. P. 1 and C. P. 2 lines and the 
aforesaid tap line to the latter’s 2,300-volt bus in its Torrington 
substation. 

(13) From January 1, 1937, to June 17, 1941, both inclusive, the 
respondent purchased, for its Winsted district, from The Torrington 
Electric Light Company, a substantial portion of the electric energy 
sold to that company by The Connecticut Power Company as afore- 
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said. That portion was supplied to the respondent from the 2,300- 
volt bus of The Torrington Electric Light Company’s Torrington 
substation. The electric energy so purchased by the respondent regu- 
larly, frequently, and for substantial periods of time included electric 
energy in substantial amounts transmitted from. Massachusetts by 
means of the aforesaid substation facilities, C-3, D-4, C. P. 1, C. P. 2, 
and tap lines, and appurtenant facilities. 

(14) From January 1, 1937, to June 17, 1941, both inclusive, the 
respondent continuously owned and operated facilities in its Winsted 
district and between that district and the aforesaid 2,300-volt. bus of 
The Torrington Electric Light Company used for the transmission 
of electric energy purchased, as aforesaid, from The Torrington Elec- 
tric Light Company, as distinguished from local distribution thereof. 
Such facilities included a substation at Torrington with facilities for 
raising voltage from 2,300 to 27,600 volts, a substation at Winsted with 
facilities for lowering voltage from 27,600 to 4,600 volts, and a 27,600- 
volt double-circuit wood pole line 10 miles or more in length, between 
those two substations. 

(15) From January 1, 1937, to June 17, 1941, both inclusive, the 
respondent owned and operated facilities in its Winsted district, and 
between that district and the aforesaid 2,300-volt bus of the Torring- 
ton Electric Light Company, for the transmission of electric energy 
transmitted from the State of Massachusetts and consumed in the 
State of Connecticut by persons other than the transmitter thereof, 
which facilities were facilities for the transmission of electric energy 
in interstate commerce, and respondent was, by virtue of its owner- 
ship and operation of such facilities, a public utility within the mean- 
ing of that term as used in the Federal Power Act. 

(16) At a point on The Connecticut Power Company’s C. P. 1 and 
C. P. 2 lines, known as Tower 474, approximately 25 miles from that 
company’s South Meadow substation, a tap line approximately 1.83 
miles in length runs to the respondent’s substation in about the center 
of Bristol, Connecticut. 

(17) On December 16, 1936, The Connecticut Power Company, as 
seller, and the respondent, as buyer, entered into a contract effective 
January 1, 1937, for a period of ten years for the supply of the entire 
requirements of the respondent’s Bristol district by The Connecticut 
Power Company. From January 1, 1937, to the present time, the 
respondent has purchased and continues to purchase electric energy 
under that contract for its Bristol district supplied to its Bristol sub- 
station, which electric energy regularly, frequently, and for substan- 
tial periods of time, has included electric energy in substantial amounts 
transmitted from Massachusetts by means of the aforesaid substation 
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facilities of The Connecticut Power Company, the C-3, D4, C. P. 1, 
C. P. 2, and tap lines, and appurtenant facilities. 

(18) From January 1, 1937, to the present time the respondent has 
continuously owned and operated substation facilities in Bristol used 
for the transmission of electric energy, purchased as aforesaid from 
The Connecticut Power Company, as distinguished from local dis- 
tribution thereof. Such facilities consist of leads from the aforesaid 
tap line which runs to the substation from the C. P. 1 and C. P. 2 lines, 
lightning arrestors, disconnects, oil circuit breakers, busses, step-down 
transformers, and appurtenant structures and facilities of the outdoor 
substation; a synchronous condenser and appurtenant facilities in the 
adjacent substation building; and facilities connecting the synchron- 
ous condenser with the outdoor substation facilities referred to. 

(19) From January 1, 1937, to the present time the respondent has 
continuously owned and operated and now owns and operates facilities 
in Bristol, Connecticut, for the transmission of electric energy, trans- 
mitted from the State of Massachusetts and consumed in the State of 
Connecticut by persons other than the transmitter thereof, which 
facilities were and are facilities for the transmission of eleetric energy 
in interstate commerce and respondent was and continues to be, by 
virtue of its ownership and operation of such facilities, a public utility 
within the meaning of that term as used in the Federal Power Act. 

(20) The respondent has omitted and failed to comply with the 
Commission’s Order No. 42, adopted June 16, 1936, and effeetive Jan- 
uary 1, 1937; to comply with the Commission’s order of May 11, 1937, 
concerning electric plant instruction 2-D, Uniform System of Ac- 
counts; to comply with other orders supplemental to said Order No. 
42; to comply with the accounting requirements and requirements 
incidental thereto prescribed by such orders; and to comply with 
numerous other orders and requirements prescribed by the Commis- 
sion applicable to respondent as a public utility. 


OPINION 


Our order of January 7, 1941, that the respondent, The Connecticut 
Light and Power Company, show cause why it had not complied with 
numerous orders and requirements imposed by or pursuant to the 
Federal Power Act, followed respondent’s refusal to adopt the Com- 
mission’s Uniform System of Accounts in its accounting and to submit 
proposals for reclassifying its accounts accordingly. 

When the Federal Power Act became law on August 26, 1935, the 
respondent made a gesture of terminating its transmission and sale of 
electric energy in interstate commerce. It was an expensive gesture— 
that is expensive ultimately to the electric rate payers—for it meant 
that they would no longer benefit from economies resulting from re- 
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spondent’s participation in the Connecticut Valley Power Exchange. 
But it was only a gesture, for while respondent did cut its interconnec- 
tion near New Britain, Connecticut, with The Connecticut Power 
Company’s Hartford-Falls Village transmission line, whereby it had 
exchanged electric energy with other members of the Exchange in 
Massachusetts and Connecticut, it did not cut other interconnections 
over which interstate energy flowed. 

One such interconnection which was not severed was that with the 
Borough of Groton whereby respondent supplied electric energy from 
its main interconnected transmission system to the Borough. The 
Borough in turn, admittedly within the knowledge of respondent (Tr. 
1905; 1914; 1679-1680; 394), transmitted and sold a substantial part 
of the electric energy which it purchased from respondent. to the 
electric utility serving customers on Fishers Island, New York, off 
the shore of Connecticut, by means of an. interconnection at Groton 
Long Point in Connecticut and submarine cables. 

Another such interconnection which respondent did not cut at that 
time was at a point in the town of Portland, near Middletown, Con- 
necticut, whereby it obtained energy from The Connecticut Power 
Company to serve its customers in East Hampton, Colchester, Lees- 
ville and vicinity. Neither did respondent cut its interconnection at 
Torrington whereby it obtained energy from The Torrington Electric 
Light Company to serve its customers in Winsted and vicinity. (That 
company, in turn, obtained the energy from The Connecticut Power 
Company.) Nor did it cut its interconnection at Bristol whereby it 
obtained energy from The Connecticut Power Company to serve its 
customers there. 

The Portland, Torrington, and Bristol interconnections supplied re- 
spondent’s isolated systems at those points from The Connecticut 
Power Company’s Hartford-Falls Village line already referred to, 
over which the respondent had received energy from the Connecticut 
Valley Exchange. A transmission line from Agawam, Massachusetts, 
to Hartford, Connecticut, interconnected at Hartford with the Hart- 
ford-Falls Village line at all times since January 1, 1937. 

In general, each of those three interconnections differed from that 
at New Britain in that respondent could not at once arrange for any 
alternative supply of electric energy to take the place of those inter- 
connections. At Groton, respondent’s contract was not terminable 
until April 1, 1940, and at Bristol not until January 1, 1947. At East 
Hampton and at Winsted, construction of alternative transmission 
lines to; supply those areas from respondent’s main interconnected 
transmission system would have required several months to complete. 


21In the twelve months ending August 1935, when the Public Utility Act of 1935 became 
law, rewpondeént’s share, alone, of Exchange savings amounted to more than $84,000. 
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Under these circumstances, respondent seems to have assumed that 
it had a choice of policies: (1) it could comply with all requirements 
under the Act until it should have severed those interconnections and 
thereby have ceased to own or operate facilities for the transmission 
or sale of electric energy in interstate commerce; or (2) it could care- 
fully watch the administration of the Act in practice; could postpone 
outright refusal to comply by a temporizing attitude of responding 
in some fashion to those requirements of the Commission which did 
not involve any issue deemed important, thus deferring as long as 
possible a showdown on the jurisdictional question; and in the mean- 
time it could move as rapidly as circumstances would permit and the 
assiduity (and availability of funds) of the Commission should dictate, 
to eliminate interconnections on which the Commission might, in 
practice, hold it to be a “public utility” under the Act. 

That is to say, respondent appears to have assumed that it had a 
choice of obeying the law or avoiding being caught. Respondent 
chose to try the latter alternative. It filed its annual report for 1937, 
but did so over four months late and without the form of verification 
required of “public utilities”; for 1938, but three months late and 
likewise without that verification ; the same for 1939, with the further 
omission of the supplemental verification on oath by the president 
of the respondent. Its record of filings of power system statements 
is similar, and necessary corrections were made only after repeated 
letters of inquiry by the Commission’s staff. In another instance, the 
staff was still seeking to obtain typical bill data from the respondent 
after all other companies in the country in the same category had filed 
their data. In July, 1941, at the hearing in the present proceeding, 
respondent for the first time offered to comply with a request originally 
made December 2, 1938, for data on the effect of a flood, hurricane and 
tidal wave on electric service. Five months were consumed in re- 
sponding to the Commission’s inquiry of November 16, 1939, as to the 
status of the respondent’s original cost studies necessary to the required 
reclassification of its system of accounts. Its response when finally 
made indicated that it would not comply with accounting require- 
ment of this Commission. 

Meanwhile, on July 1, 1939, respondent severed its interconnection 
in the town of Portland, “one of the considerations” for so doing 
admittedly (Tr. 966) being its policy to avoid being held by this 
Commission to be engaged in interstate commerce. 

When the contract with the Borough of Groton expired in 1940, 
respondent would not enter into a new contract while the Borough 
coptinued to sell to the Fishers Island company. This was done, 
admittedly (Tr. 967), in accordance with respondent’s policy to avoid 
being held by this Commission to be engaged in interstate commerce. 
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Sales by the Borough to the Fishers Island company actually stopped 
within two months after we issued our show cause order initiating 
this proceeding. 

Finally, on June 17, 1941, less than three weeks before the hearing 
in this proceeding, respondent ceased to receive electric energy at 
Torrington supplied from the Hartford-Falls Village line, shortly 
after Commission staff engineers showed interest in the Torrington 
interconnection by a visit to Torrington in the course of their investiga- 
tion of respondent’s facilities. To procure a temporary alternative 
supply of electric energy for Winsted respondent agreed to pay The 
Torrington Electric Light Company extra to supply electric energy 
generated by that company’s steam generators in Torrington which 
were normally not operated theretofore. Special temporary connec- 
tions were made in the Torrington substation to do this in such a way 
as to avoid intermingling the electric energy so produced with that 
still supplied to The Torrington Electric Light Company for its own 
needs from the Hartford-Falls Village line. Switches in the sub- 
station circuits whereby respondent had formerly been supplied from 
that line were opened. Here again an admitted purpose (Tr. 181; 
191-192) was to avoid being held by the Commission to be engaged 
in interstate commerce. 

We are not satisfied that the mere opening of switches and utili- 
zation of an alternative (and, as the evidence shows, unreliable) intra- 
state source of supply over temporary facilities is sufficient to termi- 
nate the status of respondent’s Torrington-Winsted facilities as 
facilities for the transmission of electric energy in interstate com- 
merce. From another view, the facilities formerly used may now be 
permanent facilities for emergency use and, not having been author- 
ized by this Commission under the last clause of section 202 (d), 
may be sufficient to establish jurisdiction to the present time. How- 
ever, in view of other facts in the case, we have not undertaken to 
decide that question. 

Only at Bristol, where respondent’s contract still had some time 
to run, had respondent, at the opening of the hearing, not severed 
its interconnections over which interstate energy flowed. 

By discontinuing these interconnections or interstate transactions 
by means thereof, at Groton, Portland, and Torrington, respondent 
impliedly recognized that it had been subject or at least that it prob- 
ably would be held to be subject to the regulatory provisions of the 
Act: i. e., that there was interstate energy supplied at those inter- 
connections, and that respondent owned or operated facilities for 
the transmission of that energy. The record confirms those facts. 

At Groton respondent admits, as we have said, the out-of-state desti- 
nation of electric energy continuously supplied in sufficient amounts 
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to meet the needs of the customers on Fishers Island from before the 
enactment of the Act until February, 1941. At the other intercon- 
nections the testimony of Commission staff engineers based on a study 
of transactions beginning January 1, 1937, establishes that regularly, 
frequently, for substantial periods of time, and in substantial amounts, 
electric energy generated in Massachusetts were supplied to respond- 
ent for distribution and sale to its customers in Connecticut, some- 
times mixed with energy generated in Connecticut, sometimes not 
mixed. That is tosay, at times, electric energy generated in Massachu- 
setts, alone, was supplying respondent’s loads at those interconnections. 
The record also establishes that respondent owned and operated 
facilities for the “transmission” of that interstate energy. In con- 
sidering this subject it is necessary to examine somewhat closely the 
scope of “transmission of electric energy in interstate commerce” 
within the purview of the Act (as distinguished from “generation” 
at the one end and “local distribution” at the other). The Federal 
Power Act declares that “electric energy shall be held to be trans- 
, mitted in interstate commerce.if transmitted from a State and con- 
sumed at any point outside thereof.” Such transmission, in our 
opinion, extends from the generator, where generation is complete, 
to the point where the function of conveyance in bulk over a distance, 
which is the essential characteristic of “transmission,” is completed 
and the process of subdividing the energy to serve ultimate con- 
sumers, which is the characteristic of “local distribution,” is begun.* 
This necessarily implies and requires that the facilities (substations, 
including transformers and other equipment) that are required to 
raise the voltage (and reduce the current) so that energy may be 
transmitted in bulk with minimum line losses; the facilities (lines) 
that actually convey the energy in bulk from point to point; and the 
facilities to lower the voltage (and raise the current) again, so that 
the energy may readily be subdivided and distributed, are facilities 
for transmission. In thé same category of transmission facilities are 
the several devices used for metering and controlling the flow of 
bulk energy; the devices, such as synchronous condensers, for limit- 
ing the loss of voltage and energy in the line; devices for weather 
protection; and the devices which are necessary to keep the parts of 
the interconnected system or systems “in tune” and prevent actual 
physical disruption or faulty operation of the delicately balanced 
apparatus which makes it possible for electric energy to perform 
its miracles. 
This fundamental conception of the essential component facilities 
for the electrical transmission of energy will be clarified if we con- 


2 Utah Power & Light Co. vy. Pfost, 286 U. S, 165, 181. 
* Southern Gas Corp. v. Alabama, 301 U. 8. 148, 155; Bast Ohio Gas Co. v. Taw Commia- 
sion, 283 U. 8. 465, 471. 
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sider what would have to be done, what facilities would have to be 
added, if the generator located in the heart of a local distribution 
system were removed to a distant point. Respondent’s own engineer- 
ing and expert witnesses corroborated the testimony of Commission 
engineers, that in such a case it would be necessary to add to the 
facilities for generation and for loca] distribution a step-up sub- 
station, a transmission line and a step-down substation. These facili- 
ties are necessarily used where electric energy in bulk is commercially 
conveyed over a distance too great for economical conveyance at 
generator voltage. 

In the case of telegraph and telephone the courts have long recog- 
nized that, where interstate transmission is involved, the facilities 
for such transmission include not only the sending devices, and the 
interstate wires, but also the facilities at the receiving end. Western 
Union Telegraph Co. v. Foster, 247 U. 8. 105; See Western Union 
Telegraph Co. v. Pendleton, 122 U. S. 347; Smith v. Illinois Bell 
Telephone Company, 282 U. 8. 133, 150. The complete absence of 
interstate wires in radio transmission does not alter the situation. 
United States v. American Bond & Mortgage Co., et al., (D. C., N. D. 
Ill, E. D.), 31 F. (2d) 448, 454; National Broadcasting Co., Ine. v. 
Board of Public Utility Coni’rs of New Jersey, et al. (D. C., D. N. 
Jer.), 25 F. Supp. 761, 763. 

In view of the skepticism and unbelief with which the world re- 
ceived the announcement of the possibility of electrical communica- 
tion by “wireless,” which is now accepted as commonplace, it would 
be rash to assume that the transmission of electric energy for motors, 
heaters and lights will never be freed of the limitations of present 
day transmission lines. If that should take place, clearly it could 
not be contended that the mere elimination of the lines would mean 
that the electric energy was no longer transmitted in interstate com- 
merce, or that the “transmitter” and other devices by which such 
energy would be sent and received would not be regarded as “facilities 
for transmission.” 

Upon the record before us, we are constrained to hold that “facili- 
ties for transmission” include not merely the wires by which energy 
is conveyed in bulk over a distance but all the devices necessary and 
useful to accomplish that conveyance. 

This is not to say that there-may not be transmission where there is 
no stepping up of the voltage by transformers. Generator voltages 
may be high enough for transmission over some distances. It does 
mean.that, where transformers or other auxiliary devices are necessary 
or are used to make the transmission of electric energy in bulk over a 
distance commercially feasible, such devices must be classified as facili- 
ties for transmission. Thus the facilities for raising the voltage at 
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which energy is supplied to a line (as at Torrington) and for lowering 
the voltage at which energy is received from the line, as at Winsted, 
at East Hampton and other points in that vicinity, at Bristol, and 
at Fishers Island, come within this classification. 

We have, therefore, concluded with respect to the energy. transac- 
tions at Groton, for example, that the electric energy consumed by 
customers on Fishers Island in New York was transmitted from re- 
spondent’s generators in Connecticut, through its step-up substation, 
and 33 kv transmission lines to Groton Long Point; thence by 33/6.9 
ky step-down transformers (owned by respondent for a short time 
after the enactment of the Act), 6.9 kv line owned by the Borough, 
6.9 kv submarine cables across the Connecticut-New York boundary, 
and other facilities owned by the Fishers Island company (including 
further step-down transformers) to the points at which subdivision 
marks the beginning of local distribution on Fishers Island; and 
that the facilities between the generators and the points at which local 
distribution begins are facilities for transmission of electric energy 
in interstate commerce, regardless of changes in title or custody, en- 
route. Jllinois Natural Gas Co. v. Central Illinois Public Service Co., 
314 U. S. 498, and cases there cited; Peoples Natural Gas Company 
v. Federal Power Commission, 127 F. (2d) 153. 

We may point out that pursuant to an application made by the 
company serving Fishers Island we have heretofore, under section 
203 of the Federal Power Act, authorized and approved the sale of 
the part of such facilities owned by that company, as being subject 
to our jurisdiction. Application of Fishers Island Farms, 2 ¥F. P. C. 
821. 

We turn now to the defenses by which respondent seeks to justify 
its conduct. It contends that its sale of electric energy to the Borough 
of Groton was not a “sale at wholesale” because made to a municipal- 
ity, and it cites the definitions in the Act of the terms involved. We 
have previously explained our reasons for rejecting such a contention. 
See City of Los Angeles, et al., v. The Nevada-California Electric 
Corporation, 2 F. P. C. 104,32 P. U. R. (N. S.)-193, and /n the Matter 
of Otter Tail Power Company, 2 F. P. C. 134, 33 P. U. R. (N. 8.) 
257. As this contention is based solely upon the definitions of “sale 
at wholesale,” it obviously cannot apply to “transmission in interstate 
commerce” even though such transmission is to a municipality. 

Respondent’s contentions that it is subject to regulation by the Pub- 
lie Utilities Commission of the State of Connecticut and therefore 
not subject to the regulation provided by the Federal Power Act 
must be rejected. Northwestern Electric Company v. Federal: Power 
Commission, 125 F. (2d) 882; In the Matter of The Hartford Electric 
Light Company, 2 F. P. C. 502, 44 P. U. R. (N. S.) 515, reaffirming 
2F. P. C. 359, 37 P. U. R. (N. S.) 198. 
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Respondent also repeats the argument, rejected in our decision last 
referred to, that transformers bring about such a change in the iden- 
tity or form of electric energy that they mark the terminus of the 
interstate commerce in the electric energy which crosses the state 
boundary. Nothing in this record alters our opinion already expressed 
that this contention is untenable.‘ 

Finally, we notice the contention that transmission of electric 
energy frorfi points of generation in Massachusetts to points of 
utilization in Connecticut is not “uniquely demonstrable,” cannot be 
verified by physically observable facts, and hence that the jurisdic- 
tion of this Commission cannot be “proved.” The contention seeks 
to exploit the fact that electric energy is not in itself susceptible 
to direct physical observation. 

Respondent’s expert witnesses admit that where the readings of 
watt or watt-hour meters are verifiable by physically observable 
facts, as at generators and at consumers’ appliances where the equiva- 
lent mechanical or heat energy can be physically measured and com- 
pared with the watt and watt-hour meter readings, such readings 
are “provably” accurate. They do not claim that there is any more 
reason for doubting their accuracy at other points, but merely that 
that accuracy cannot be proved at other points as it can be at genera- 
tors and at consumers’ appliances—or rather, cannot be proved in the 
absolute sense which respondent’s contention assumes and seeks to 
have us accept as necessary. But such a degree of proof—proof 
beyond any doubt, reasonable or unreasonable—is not required. 

The conception advanced by regpondent’s expert witnesses that 
over and above the flow of electric energy on a circuit shown by watt 
and watt-hour meters there may be postulated other flows and counter- 
flows not shown by the meters, is wholly supposititious and not sup- 
ported by the commercial practice of the electric utility industry. 
That practice is to accept such meter readings as showing the direction 
in which electric power or energy is supplied, and the total amount 
supplied, as a basis of payment for energy bought and sold in the 
countless transactions upon which the industry’s revenues depend. 
Utilizing the same showings, by such meters, of direction and amount 
of flow of energy at points on the circuit from Massachusetts to 
the Portland, Torrington and Bristol interconnections and on each 
tap where energy might leave or enter the circuit, Commission staff 
engineers “traced” the flow of electric energy from Massachusetts 
to each of those interconnections. In so doing they were using meter 
readings at each point for the same purpose for which such readings 


* See: Utah Power 4 Light Co. v. Pfost, 286 U. 8. 165, 172, 181; Mill Creek Coal & Coke 
Co, v. Public Service Commission, 84 W. Va. 662, 100 S. E. 557, 560-561; Western Union 
Telegraph Co. v. Foster, 247 U. 8. 105, 112-113 ; IMinois Natural Gas Co. v. Central Illinois 
Public Service Co., 314 U. 8. 498. 
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are commonly used in the industry, i. e., to show direction and amount 
of flow of energy. Their reliability for those purposes in the com- 
mercial transactions of the industry is a sufficient guarantee of their 
reliability and appropriateness for the same purpose, in the regula- 
tion of the industry. 

We find significant confirmation of the traceability of electric energy 
in the testimony of the engineer who had been the manager of The 
Connecticut Valley Power Exchange for fifteen years. He explained 
that the operations of that Exchange are scheduled so that the lowest 
incremental cost energy available from the combined generating facili- 
ties of the members of the Exchange is utilized to supply their com- 
bined loads. To determine which particular generator shall be used, 
however, it is necessary, according to his testimony, to take into account 
not merely the incremental cost of generation of energy at the generator 
in question but also the energy losses entailed in the transmission of 
that energy over the transmission facilities used to supply the particu- 
lar load it will carry. 

The fact that the actual utility operations by which energy is sup- 
plied to respondent’s facilities over the interconnections in question, 
are scheduled on a basis which takes into account energy losses entailed 
by the flow of energy from a particular generator over a particular 
path to a particular load demonstrates that for practical purposes the 
fiow of energy és traced, notwithstanding the testimony of respondent’s 
experts that such tracing is not “uniqnely demonstrable by physically 
verifiable facts.” : 

That respondent’s expert and other witnesses did not testify that 
the method of tracing the flow of electric energy used by the Commis. 
sion’s staff engineers was erroneous, is, under the circumstances, highly 
significant. 

It appears, from the record before us, that the views of respondent’s 
experts were limited to observing solely the mathematical equality, or 
lack of equality, of generation and load. Such a method, it was 
admitted, would permit allocating to a generator in Hartford, Con- 
necticut, the supply of a load in Shanghai, China, and to the Shanghai 
generator the supply of the load in Hartford, if such equality were 
observed, notwithstanding the fact that the Hartford generator appears 
to be electrically connected to the load in Hartford and the Shanghai 
generator to the load in Shanghai, while there appears to be no elec- 
trical connection between Shanghai and Hartford. An expert’s 
opinion which regards such an unreal postulate as equally valid with 
the conclusion that the respective loads are carried by the local gen- 
erators, as shown by meters on the connecting electric circuits, appears 
to us wholly worthless for the practical purpose of administering the 
Federal Power Act. 
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The Commission, in its initial cases involving the determination of 
its jurisdiction, has admitted such testimony at great length, not only 
in an excess of “due process” caution, but also to give abundant oppor- 
tunity for testing these contentions. Patience may, however, cease to 
be commendable.’ The courts will not condone the unrestrained 
augmentation of the record which they must consider. We think that 
the results in this case demonstrate that it may be necessary hereafter 
to apply reasonable limits to the testimony of so-called “experts.” 

It. is abundantly clear that respondent was a “public utility” on 
June 16, 1936, when our Order No. 42 prescribing the Uniform System 
of Accounts for public utilities was issued; on January 1, 1937, when 
it became effective; on May 11, 1937, when we issued our further order 
with respect to electric plant accounts instruction 2—D of the Uniform 
System of Accounts, and continuously through January 1, 1939, when 
reclassification of accounts in accordance with the foregoing orders was 
required to be completed; that there was no excuse for its failure to 
comply; and that it should be required to make good its omission 
without further delay and as of the time compliance was originally 
required. 

An order will issue accordingly. 

Leianp O1ps. 
CiAupe L. Draper. 
Bastt Manty. 
Joun W. Scorr. 
Ciype L. SEavey. 


Order requiring compliance with Order No. 42 and orders supplemental 
thereto 


The Connecticut Light and Power Company 
(IT-5665) 


Having on this date made and entered its findings and opinion in 
the above-entitled matter, hereby incorporated by reference as a part 
hereof, the Commission orders that: 

(A) The respondent is hereby required to comply with the aforesaid 
Order No. 42, order of May 11, 1937, and other orders supplemental to 
said Order No. 42; and to comply with the accounting requirements 
prescribed thereby, applicable to it as a public utility within the 
meaning of that term as used in that Act, as of the effective dates of 
such orders. : 

(B) The respondent shall, within 90 days from the date of this 
order, file the data and information required by electric plant accounts 
instruction 2-D of the Uniform System of Accounts, and the aforesaid 
order of May 11, 1937. 


* Cf. Alabama Power Company v. Federal Power Commission, 128 F. (2d) 280. 





































IN THE MATTERS OF 
ST. CROIX FALLS MINNESOTA IMPROVEMENT COMPANY 
AND 
ST. CROIX FALLS WISCONSIN IMPROVEMENT COMPANY 
Petition for Rehearing of Proceeding for Reclassification of Accounts 
IT-5669, IT-5670 
(Decided May 22, 1942) 
Syllabus 


1. A rehearing will not be granted where no new facts or principles of law 
are set forth which the Commission had not fully considered in adopting 
its previous opinion and order. 

2. Evidence in any event fully supports conclusion that the excess of pur- 

chase price, recorded in Account 100.5 electric plant acquisition adjust- 

ments, represents payment for intangibles and the disposition ordered 
is supported by the record. 





By THE ComMMISSION : 
Oprnion 





On April 23, 1942, the respondents herein filed petitions for rehear- 
ing in the above-entitled matters. In these petitions no new facts or 
principles of law are set forth which the Commission had not fully con- 
sidered in adopting its opinion Jn the Matter of St. Croi# Falls Minne- 
sota Improvement Co. et al., supra, p. 13, and the order of February 
17, 1942. 

Minnesota Company, it may be noted, assigns as error in its peti- 
tion for rehearing, the alleged failure of this Commission to find that 
the amount of $8,444.15, excess of purchase price of the Sunrise prop- 
erty over the original cost, “represented tangible or intangible or de- 
preciable or non-depreciable property * * *.” 

We are of the opinion that we are not required to make any such 
finding with respect to amounts classified in Account 100.5, elec- 
tric plant acquisition adjustments. If, however, we are required to | 
determine ‘the nature of the amount recorded in Account 100.5, the 
evidence fully supports the conclusion that the amount of $8,444.15, 
excess of purchase price, represents payment for intangibles and the 
disposition we have ordered is supported by the record. 


148 


ST. CROIX FALLS MINNESOTA IMPROVEMENT CO. ET AL. 149 


The respondents have presented no substantial reasons why the 
petitions for rehearing should be granted and an order will be entered 
denying them. 

Bast Manty. 

Joun W. Scorr. 

Cryve L. Seavey. 
IT dissent. 


Craupe L. Draper. 
Order denying petitions for rehearing 


St. Croix Falls Minnesota Improvement Company, St. Crofx Falls 
Wisconsin Improvement Company 


(IT-5669, IT-5670) 


Upon petitions for rehearing filed April 23, 1942, by St. Croix Falls 
Minnesota Improvement Company and St. Croix Falls Wisconsin 
Improvement Company, and the Commission having considered all 
evidence adduced of record, the briefs and other documents filed, its 
opinion Jn the Matter of St. Croia Falls Minnesota Improvement Co. 
et al., supra, p. 13, and the order of February 17, 1942, as amended by 
the order of April 1, 1942, and having on this date made and entered 
its opinion on said petitions, which is incorporated by reference as 
part hereof; 

The Commission orders that: 

The petitions be and they are hereby denied. 









































IN THE MATTER OF 


CITY OF CLEVELAND, COMPLAINANT v. HOPE NATURAL 
GAS COMPANY, DEFENDANT; CITY OF AKRON, COM- 
PLAINANT v. HOPE NATURAL GAS COMPANY, DEFEND- 

ANT; PENNSYLVANIA PUBLIC UTILITY COMMISSION, 

COMPLAINANT v. HOPE NATURAL GAS COMPANY, DE- 

FENDANT; IN THE MATTER OF HOPE NATURAL GAS 

COMPANY 





Consolidated Proceedings on Complaints Alleging Maintenance of Unrea- 
sonable and Unduly Discriminatory Rates and Order for Investigation 
of Reasonableness of All Interstate Wholesale Rates of Natural-Gas 
Company. 

G-—100, 101, 127, and 113 


(Decided May 26, 1942) 
Syllabus 


1. Capitalizing items formerly charged to operating expenses held improper 
and inequitable. P. 156. 

2. Reproduction cost estimate of natural-gas company found to be not 
predicated upon facts and too conjectural and illusory to be given any 
weight in proceedings. P. 157. 

3. Trended “original cost” studies intended to reflect changes in price levels, 
but ignoring actual experience, prices, and cost, are not based upon fact 
and have no probative value. P. 157. 

4. Expenditures for labor and equipment used in drilling wells up to 1923 
should not be included in the rate base since it had been the consistent 
practice of the company, conforming to the then general practice of the 
natural-gas industry to charge such cost to expense instead of plant 
account, and such well drilling expenditures had previously been claimed 
by the company and allowed as operating expense in a rate proceeding 
before a state commission. P. 161. 

5, Considerable discretion and latitude are allowed management in account- 
ing for overhead expenditures, and where such items have been con- 
sistently charged to expense when incurred, over a period of forty years, 
their present allowance as items of plant account would not be correction 
of past errors, but substitution of present judgment for judgment ex- 
ercised at the time the expenditures were made. P. 162. 

6. Similar items previously charged to operating expenses by affiliated pred- 
ecessor companies, under allowable discretion of management, should 
likewise not be allowed as part of the rate base. P. 163. 
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8. 


9. 
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During the period 1898 to 1923, for which the company seeks to reaccount, 
in spite of charging $12,600,000 for well drilling cost to operating expense, 
the company had an average rate of earnings on annual average in- 
vested capital ¢capital stock and surplus) of more than 15%. P. 165. 


vActual legitimate cest employed to determine the allowable rate based as 


being predicated upon facts and the best evidence in the proceedings. 
P. 167. 

In determining the allowable rate base the actuall existing depletion and 
depreciation should be deducted from the actual legitimate cost of the 
property devoted to the interstate service. P. 167. 


10. Actual existing depletion and depreciation is the extent to which the serv- 


ice life, that is, the economic life, of the property has been consumed 
due to exhaustion of natural gas supply, wear, inadequacy, and obsoles- 
cence. P. 167. 


11. Annual allowance for depletion and depreciation must be correlated with 


the actual existing depletion and depreciation, in order to avoid injustice 
to the natural-gas company or the rate payer. P. 167. 


12. Determination of accrued depreciation primarily by the observation pro- 


cess, obtaining what is called a “percent condition” of the property, is 
fallacious in view of the fact that most production and transmission 
property is not visible and the extent to which service life has been con- 
sumed cannot be determined from observation alone. Functional causes 
of retirement of property, moreover, receive little consideration from the 
visual method. P. 168. 


18. Where reasonable and proper depletion and accounting practices have 


been followed by a natural gas company, the resulting reserve is the best 
measure of the depletion and depreciation existing in the property. The 
required depletion and depreciation reserve will be deducted from the 
actual legitimate cost of the company's property for rate-making. P. 168. 


14. Estimates of future capital expenditures should be allowed to increase the 


allowable rate base only to the extent that net actual legitimate cost will 
be increased. As the Commission gave no direct effect to expected 1943 
additional revenues for rate-making, the estimated 1943 additions to 
meet demands of new or increased business will not be included in the 
rate base. The Commission allowed an averaged increase im cost for 
the period 1941-1948 after consideration of additions and retirements of 
plant and the effect on depletion and depreciation reserve of future 
accruals and retirements. P. 173. 


15. Actual legitimate cost of unoperated acreage held as either protective 


or prospective acreage, included in rate base as necessary and useful, 
or imminently useful, in rendering gas service. P. 174. 


16. The monthly average of materials and supplies on hand is the most 


accurate measure of the company’s requirements. P. 174. 


17. A period of 45 days held ample to measure the working capital required 


for operating expenses, excluding cost of gas purchased because reve- 
nues from gas sales are received before payment for purchased gas is 
due. Tax funds on hand are available for bank balances and working 
capital requirements. P. 174. 


18. Interstate rate base found for company’s property assembled as a whole 


and doing business as part of integrated system. P. 175. 


19. Annual depletion and depreciation determined by straight-line service life 


and unit-of-production methods, the same rates and methods used to deter- 
mine depletion and depreciation actually existing in plant. P. 177. 




















































































































. Delay rentals related to the unoperated acreage and other exploration 


21. 


25. 


31. 
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and development costs allowed in operating expenses. P. 177. 

Cost of reclassification studies required by State and Federal commis- 
sions and rate case expenses should be amortized over a 10-year period 
beginning January 1, 1939 by the inclusion of $150,000 annually in 
operating expenses. P. 178. ° 


. Excess profits above cost and a fair rate of return of affiliate engaged in 


processing natural-gas company’s gas should be applied as a reduction 
of its operating expenses. P. 179. 


. Where managerial services have been furnished to affiliates at cost and 


proceeds credited to miscellaneous gas revenues, operating expenses 
should be reduced by the cost of such services in order to reflect actual 
net operating expenses. P. 180. 

Recording as sales and purchases of natural gas transactions in which 
gas is furnished to affiliate for use in repressuring oil wells and re- 
turned at reduced pressure, results in an overstatement of both reve- 
nues and expenses. Resulting duplication of cost should be elimi- 
nated. P. 180. 

The Commission approved elimination of property and expenses relating 
to the transportation of coke-oven gas used as fuel at compressor 
station and substitution of the cost of an equivalent amount of natural 
gas in operating expense. P. 180. 


. Both gas service revenues and cost of compressing natural gas are over- 


stated where company credited revenue instead of expenses’ with the 
value of steam furnished to an affiliate. Operating expenses should 
be reduced to state actual cost of operation. P. 181. 


. Where company collects from an affiliate the cost of compressing gas 


sold for transportation and includes this amount with charge for gas 
sold in operating expense, actual revenues and actual operating ex- 
penses are overstated and should be reduced to actual cost. P. 181. 

Donations are not allowable costs for purposes of rate-making and should 
be deducted from operating expenses. P. 181. 


. Salvage received from an experimental liquefying gas plant recorded as 


revenues should have been applied as a reduction of the cost of the 
experiment. P. 181. 


. Operating expenses for the purpose of estimating future cost of inter- 


state service based primarily on actual operating cost for 1940 as 
representing latest available operating data in record and best guide 
to present and future costs. As a combined normal and surtax rate 
of 40% was under discussion in Congress, Commission applied that 
rate for purpose of computing future income tax allowance. P. 183. 

A fair rate of return should be equal to that generally being made at the 
same time and in the same region on investments in other enterprises 
attended by corresponding risks and should be sufficient to assure con- 
fidence in the financial soundness of the utility and to maintain its 
credit and enable it to attract capital necessary for proper discharge 
of its public duties. P. 185. 


. Considering the national and international situations, increased demand 


for gas, due to the war program, the underlying factors, and all the 
evidence in the record, 644% found to be a fair rate of return. P. 186. 


. The Commission does not have authority to fix rates for the past and to 


award reparations. P. 187. 
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34. In fixing future rates under section 5 (a) of the Natural Gas Act, the 
Commission must necessarily consider the reasonableness of past and 
existing rates. P. 187. 

35. The Commission is authorized, at the request of the City of Cleveland, to 
make appropriate findings of fact as to the lawfulness of the rates 
charged the distributing company by the natural-gas company since 
June 30, 1939. P. 188. 

86. Allocation of joint expenses to local retail business in West Virginia 
made on the basis of the amount which, together with specific local ex- 
penses, would give a 6%2% return on the net investment in property 
used exclusively in the local business. P. 189. 

Manly, Commissioner, concurring. 

Scott, Commissioner, dissenting, in part, on ground that $7,552,919 trans- 
ferred in the past by Hope from depreciation and depletion reserve to earned 
surplus did not represent any investment by Hope, but rather a contribution 
by customers, and should not be included in the rate base. 


Hon. Harold H. Burton, Thomas A. Burke, Spencer W. Reeder, 
Robert E. May, and William S. Burton for the City of Cleveland. 

Wade De Woody, 0. B. McRae, and Harold L. Mull for the City of 
Akron. 

Harry M. Showalter, Frederick P. Glick, Samuel G. Miller, and 
Herbert S. Levy for the Pennsylvania Public Utility Commission. 

William ‘B. Cockley, William A. Dougherty, Walter J. Milde, 
Theodore R. Colborn, and Edward M. Borger for Hope Natural Gas 
Company. 

Hon. Clarence W. Meadows, Hon. John J. D. Preston, Hon. E. B. 
Pennypacker, Hon. 0. E. Nethken, Hon. A. M. Mahood, Frank M. 
Powell, W. W. Goldsmith, and Patrick D. Koontz for the State of West 
Virginia and the Public Service Commission of West Virginia. 

Joseph Nathanson for the City of Toledo. 

Richard J. Connor, Milford Springer, George Slaff, and Justin R. 
Wolf for the Federal Power Commission. 


By THE CoMMISSION : 
OPINION 


These proceedings grew out of complaints filed by the cities of 
Cleveland and Akron, Ohio, and were enlarged by the Commission’s 
order of October 14, 1938, for an investigation of the reasonableness 
of all the interstate wholesale rates of Hope Natural Gas Company 
under the provisions of the Natural Gas Act.t 

The cities of Cleveland and Akron, Ohio, filed with the Commis- 
sion complaints alleging that the price charged by Hope Natural Gas 
Company to East Ohio Gas Company for natural gas was unreasonable 
and unduly discriminatory. The Pennsylvania Public Utility Com- 


+The term “interstate wholesale” when used in this opinion means the sale of natural 
gas fn interstate commerce for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or any other use. 
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mission also filed a complaint asserting that the rates charged by 
Hope Natural Gas Company to Peoples Natural Gas Company, 
Fayette County Gas Company, and the Manufacturers Light and Heat 
Company were unlawful. 

The three complaint proceedings and the proceeding instituted by 
the Commission were consolidated for purposes of hearing. Upon 
petition, the Public Service Commission of West Virginia, the State 
of West Virginia, and the City of Toledo, Ohio, were permitted to 
become interveners in the consolidated proceedings. 

Hearings were held, pursuant to order and notice, at intervals 
during 1940 at which Hope presented its case-in-chief. After written 
and oral argument the motion of the cities of Cleveland and Akron for 
an immediate order reducing rates to East Ohio Gas Company was 
denied for insufficiency of evidence. Additional hearings were con- 
ducted during the first half of 1941 and concluded in July. The 
evidence presented during the 43 days of hearings covered all issues 
and embraced mearly a gross of extensive exhibits and about 7,000 
pages of transcript. Each party to these proceedings was cognizant 
of the issues and was afforded ample opportunity to present evidence. 
Comprehensive briefs have been filed and the Commission, sitting en 
banc, has heard extensive oral argument. 


JURISDICTION 


The jurisdiction of the Commission was not challenged in these 
proceedings. The facts show and counsel for Hope Natural Gas 
Company have stipulated that Hope transports and sells natural gas 
in interstate commerce to five companies for resale for ultimate public 
consumption.? Hope is a natural-gas company within the purview of 
the Natural Gas Act and we may proceed with the determination of 
the lawfulness of its interstate wholesale rates. See Jilinois Natural 
Gas Co. v. Central Illinois Public Service Co., 314 U. 8. 498; Federal 
Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575. 


OPERATIONS OF THE COMPANY 


The Hope Natural Gas Company was organized in 1898 in West 
Virginia and is a subsidiary of Standard Oil Company (N.J.). Its 
property, composed of approximately 5,000 miles of pipe lines and 
8,000 gas wells in West Virginia, is an integral part of the intercon- 
nected Standard Oil system which serves the Appalachian area with 


2 Hope’s pipe lines interconnect with those of its five wholesale customers and the gas 
which it sells to those companies flows in interstate commerce without interruption and is 
resold in Ohio and Pennsylvania. Hope sells and delivers gas (1) to the East Ohio Gas 
Company and the River Gas Company at several points along the West Virginia-Ohio 
state boundary; (2) to the Peoples Natural Gas Company and the Fayette County, Gas 
Company at points on the West Virginia-Pennsylvania state boundary; and (3) to the 
Manufacturers Light and Heat Company in northern West Virginia, which transports and 
sells such gas in Pennsylvania for ultimate public consumption, 
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natural gas. The major customers of Hope are its affiliates, The East 
Ohio Gas Company and The Peoples Natural Gas Company, which 
serve a large area including Cleveland, Akron, Youngstown, Massilon, 
Canton, Pittsburgh, and Altoona. Hope also sells gas to its affiliate, 
The River Gas Company, and to two nonaffiliates, Fayette County Gas 
Company and The Manufacturers Light and Heat Company. Hope 
produces about one-third of its total annual gas requirements and 
purehases the remaining two-thirds under more than 300 contracts.* 

In 1940 Hope handled about 74,000,000 M. c. f. of gas and sold: (1) 
more than 40,000,000 M. c. f. to East Ohio Gas Company; (2) about 
10,000,000 M. c. f. to Peoples Natural Gas Company; (3) more than 
2,000,000 M. c. f. to Manufacturers Light and Heat Company; (4) 
approximately 860,000 M. ¢. f. to Fayette County Gas Company; (5) 
nearly 400,000 M. c. f. to River Gas Company; and (6) more than 
11,000,000 M. c. f. to local consumers in West Virginia. The remainder 
totaling about 9,000,000 M. ¢. f., was gas lost or used in Company 
operations. ‘ 

Hope’s natural gas is processed by an affiliate, Hope Construction & 
Refining Company, for the purpose of extracting the natural gasoline 
and butane. Another affiliate, the Domestic Coke Corporation, sells 
its by-product coke-oven gas to Hope for use as boiler fuel in Hope’s 
main compressor station.* 


CORPORATE AND FINANCIAL HISTORY 


Hope Natural Gas Company is a large, seasoned and successful 
utility, and during its corporate history of more than forty years its 
capital structure has been solely in the form of common stock. Since 
1908 it has been a subsidiary of Standard Oil Company (N. J.) and 
all of its outstanding capital stock, having an aggregate par value of 
approximately $28,000,000, is owned by Standard. 

During Hope’s existence it has paid more than $108,000,000 in divi- 
dends, $11,000,000 of which were stock dividends. From 1898 to 1941 
the average annual cash dividends to stockholders exceeded 20% on 
the average annual amount of capital stock issued for cash or other 
assets. 

The Company presented its balance sheet as an exhibit, which shows 
an owner’s equity in assets, at the end of 1938, of more than $33,000,000, 
comprising $28,000,000 of capital stock and $5,000,000 of surplus. This 
equity is represented in assets principally by gas plant in the net 
amount of $15,500,000, Government bonds of $11,000,000, and cash and 
investments of $5,500,000. The $15,500,000 net investment per books 
3 Hope purchases coke-oven gas from the affiliated Domestic Coke Corp. and transports 
the gas to Hastings for use as compressor station fuel. It is agreed that the property and 
costs relating to that transaction be eliminated and the equivalent M. c. f. of natural gas 
be substituted at Hastings compressor station at a cost of 22¢ per M. c. f. 

* Hope Natural Gas Company in December 1939 merged the former Reserve Gas Company, 


but by agreement between counsel that property and income have been segregated and 
excluded for the purposes of these proceedings. - 
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in the company’s gas plant, including distribution property, is actually 
about $8,000,000, because the company had previously transferred 
$7,500,000 from depletion and depreciation reserves to earned surplus.* 

We will now proceed to the pragmatic determination of the lawful 
rates, within the ambit of our statutory authority. 


RATE BASE 


The Hope Company claimed a rate base of $66,000,000 and calculated 
that it was earning a rate of return of about 3% from its interstate 
business on that base. The claimed rate base was molded from an 
estimate of the cost to reproduce the property less observed deprecia- 
tion, plus working capital. The derived rate of return was based upon 
the company’s presentation of revenues and expenses averaged for 
1937, 1938 and 1939. 

The company’s estimates of reproduction cost and trended “original 
cost.” —The estimate of the company approximated $97,000,000 for the 
cost to reproduce the property. That result was reached by applying 
unit prices for material and labor to an inventory and adding about 
17% to that total for undistributed construction costs. 

Many hypotheses were employed for this reproduction-cost esti- 
mate and each of them disregards the development and experience of 
the Hope Company. Quoted prices for pipe and other material, 
rather than actual current prices, were used and obsolete compressor 
station equipment was priced by applying quoted prices for modern 
equipment. The record demonstrates that the quoted price for pipe 
is not in fact the price that is paid. Actual prices are the result of ne- 
gotiation. The calculated construction costs exceeded the actual pipe 
line construction costs experienced by the Hope Company during a 
recent period. This appraisal of the cost to reproduce the system 
included $14,000,000 for undistributed construction costs or over- 
heads which ignored the experience of the company with respect to 
such costs and the fact. that Hope has charged all overhead expendi- 
tures (with minor exceptions) to operating expenses in the past. It 
is improper and inequitable to capitalize items formerly charged to 
operating expenses, and in rate-making the inclusion of such expenses 
in the rate base would compel the rate payer to reimburse the company 
more than once for the same item. We will discuss this point exten- 
sively in connection with the company’s claimed “original cost.” 

® Source : Ex. No. 11, pp. 10 and 21 ; Ex. 61, p. 3: 

Plant, Dec. 31, 1938, per books (including distribution property of 


Se CET oe Ga caiarehainctenerg lensed cia naditetngs toiecnthinigia ees Thine naaiaepossprictoes $56, 213, 454 
Depreciation and depletion reserve, per books............-..-...-- 40, 633, 562 
15, 579, 892 
Less adjustments in 1984 ($5,901,000) and in 1908 ($1,650,000) trans- 
ferring these amounts from depreciation and depletion reserve to 
enened: surptRieiciced. Lda LiL aiseesil a gesuededaweides 7, 551, 000 


GRU RE IIR Chal OR FL RL Se OR ed 
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The company’s hypothetical reproduction cost estimate is nearly 
double the actual legitimate cost of the property, although, as the 
record shows, the greater part of the property was constructed during 
the high-price period of 1917-1930. ' 

After full consideration of the estimate of reproduction cost new 
presented by the company, we find that it is not predicated upon 
facts and that it is too conjectural and illusory to be given any weight 
in these proceedings. See Railroad Commission v. Pacific Gas & 
Electric Co., 302 U. 8. 388, 397; In the Matter of Canadian River Gas 
Co. et al., supra, p. 32. 

The company also presented a trended “original cost” estimate 
which exceeded $105,000,000. The objective of that estimate, accord- 
ing to the witness, was to reflect changes in price levels and to indi- 
cate what the original cost of the property would have been if 1938 
material and labor prices had prevailed throughout the whole period 
of the piecemeal construction of the company’s property since 1898. 
At the outset, this estimate includes a multimillion-dollar error, 
because the trend factors were applied to an inflated “original cost” 
claim of the company, which we will discuss fully under the subject 
of actual legitimate cost. The evidence discloses fundamental errors 
in the trending process used. No consideratron was given by the 
company’s witness to the great advances in the science of construc- 
tion and the improvement in the quality of pipe and equipment in the 
natural-gas industry, during the long history of the company. 

Hope Company’s own experience demonstrates that man-hour pro- 
ductivity has increased greatly throughout the years during which 
the company’s property was constructed. Yet the company’s wit- 
ness gave no consideration to that fact, but utilized high 1938 hourly 
wage-rates to price the slower obsolete construction methods of the 
past on a time basis. It is undisputed that service qualities of pipe, 
including increased tensile strength and reduced weight, have been 
improved in recent years. Pipe is sold on the basis of weight, and 
the heavier and inferior pipe in the Hope system was priced at 1938 
prices for modern pipe, in disregard of the known improvements in 
the product. Another basic defect in the trending was the adoption 
of the arithmetical average of the cost per ton of smaller sizes of 
pipe when 95% of the cost of pipe in the company’s transmission 
lines represented pipe having greater diameters. That such a pipe 
trend is not representative is obvious. Furthermore, the 1938 prices 
upon which the trends were based, being representative of only 
slightly more than 1% of the total plant, furnished no dependable 
yardstick. 

In the light of the evidence the conclusion is inescapable that the 
company’s trended “original cost” estimate is not founded in fact, but 
itis, basically erroneous and produces irrational results. 
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The reproduction cost studies and the so-called trended “original 
cost” studies were the typical, hypothetical conjectures which have 
plagued rate regulation for more than forty years. The actual de- 
velopment and experience of the Hope Company were ignored. In 
addition, assumption upon assumption as to material and labor costs, 
and magnified imagination as to overheads were indulged in lavishly. 
The results have no probative value and accordingly must be con- 
demned.*® 

The estimates of reproduction cost and trended “original cost” 
lack reliability, so we turn to the evidence of actual cost of Hope’s 
property. 

Actual legitimate cost——The company and the Commission’s staff 
submitted exhibits and supplied testimony on the cost of gas plant 
used in the company’s interstate service. The company claimed that 
cost, as of December 31, 1938, amounted to $69,735,638, the staff indi- 
cated a figure of $51,984,153, while the books disclosed an ‘investment 
of approximately $52,730,666." 

Hope’s vouchers, books, and records are adequate for examination, 
analysis, and audit. Hope kept complete records of its expenditures 
throughout its existence, so no estimates are required to ascertain the 
actual cost. 

Table A, infra, compares the cost of facilities used in interstate 
service as claimed by the company, as shown by the books of account, 
and according to our findings, as of December 31, 1938. 

The company’s estimated “original cost”.—The first step in the eom- 
pany’s determination was the taking of an inventory. The inventory 
units were then priced at estimated cost, including arbitrary over- 
heads. The amounts shown as plant costs by the books were ignored, 
except for the purpose of aiding in estimating unit costs. Asis shown 
by Table A, the company’s method resulted in a claimed net increase 
of $17,004,972 over the amount recorded as investment in the inter- 
state properties on its books of account. The company claims,’ in 
other words, that its books fail to show the true cost of such properties 
in that amount. The items of that amount which are identifiable 

®Under the recent decision of the Supreme Court involving the Natural Gas Act in 
Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575, and the decision of 
this Commission in In the Matter of Chicago District Electric Generating Corporation, 39 
P. U. R. (N. 8.) 263, 2 FP. P. C. 412, involving the companion part of the Federal Power 
Act, such estimates of reproduction cost and trended “original cost” need not have been 


admitted in evidence. 
7 The book cost of the interstate facilities is derived as follows : 


Total plant investment per books_.......--.-------.-------.----- $56, 213, 454 
Less : 
RCE CLNGEE * PPG cn ckce elena Divtrtetircias rinaaineiesachin: $2, 795, 083 
Vatiniahed Constr tethgRn nec cnccinneetusonn 81, 392 
Intansitle piset.25 52 shen cnensi<deeenecionenn 30, 186 
Property used to transport coke-oven gas....-.--~.. 576, 127 
el 3, 482, 788 


Plant investment, per books, of interstate facilities......-_._.--.-.. 52, 730, 666 
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represent expenditures previously charged to expense accounts. Some 
of the alleged expenditures were not incurred at all. For example, 
claimed interest during construction of $632,000 was not actually paid. 
Obviously to the extent that the plant costs are understated, if they 
are, the difference must represent charges to other accounts, particu- 
larly expense accounts, in the books. 

The claimed additional costs are divisible into two groups—one 
relating to properties constructed by the company, and the other relat- 


ing to property acquired from other utilities. Table B shows the 
general nature of the $17,004,972. 


TaBLe A 


Cost of plant as of Dec. 31, 1938 


Amount 
Claimed by Allowed 
Company | shown.ty 


} 


Natural gas production plant: 
Natural gas producing lands 
Natural gas producing leaseholds 
Rights-of-way 
Other land and land rights 
Field measuring and regulating station structures 
Other prod. system structures 
Gas wells: 
Construction 


Equipment 
Field fines: 


Construction 

Equipment 
Field measuring and regulating station equipment 
Drilling and cleaning equipment 
Other production equipment 


Belen 
Beekin 
5 S28S8e 


= 


Py 2H 


SRES BB 
8 Sisse3 


ae ne 
B38 88 
SSeS = 


Total production plant 


8) 23 


B 
= 


Transmission plant: 
Land 


a 
8 
s 
J 


Rights-of-way 

Compressor station structures 

Transmission measuring and — station structures_ 
Other transmission system structures. . . 


=s 


7, 348 

14, 413, 516 

Compressor station equipment 7, 979, 316 
Transmission system measuring and regulating equipment... J 29, 463 
Other transmission system equipment 15, 188 


Total transmission plant . 24, 767, 709 


General plant: 

Land and land rights ‘ 126, 678 

Structures and improvements | 247, 427 
Office furniture and equipment 195, 911 
Transportation equipment 148, 540 
Stores equipment 9, 466 
Shop equipment. hs cilthisdonteshuins caddumaéadd 114, 706 
Laboratory equipment. 1, 070 
Tools and work equipment 4, 634 
Communication equipment Ca 347, 639 
Miscellaneous equipment 1, 172 








Total general plant 1, 195, 753 
Gas plant for interstate service 69, 053, ' 756 
no ted acreage 
Wells and field lines not in service 


51, 207, 621 
584, 382 


Total gas plant (exclusive of distribution plant and prop- | 
erty used to transport coke-oven gas) 69, 735, 638 52, 730, 666 51, 984, 153 





1 For comparative pur the amounts in this column have been classified (without change in the total) 


in accordance with our Uniform System of Accounts for Natural Gas Companies. The company’s study 
is on this basis also. 
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Taste B 











Constructed property 
Inventory, transfer, and correcting adjustment...__..._._.____ * ($1, 821, 581) 
Direct material and labor costs not capitalized___...c..____._.- 13, 580, 814 
Unloading, hauling, and warehouse handling costs_-._.--__ bus 383, 454 
Deed) RONG CO ck tance squint thcceepceth pettnneipee tea ilcininitnbiile 396, 141 


I siete i ccctniinciecen pace ekeieal veal btipdisiiatatietiniecndebeimniin 


Total claimed adjustments to constructed property_-.-..-- 
Claimed adjustments to properties purchased from other utilities__ 

































® Parentheses indicate decrease. 


The company’s cost study was made by an engineering firm. The 
witness for the company, a valuation engineer, indicated clearly that 
he was not concerned with the company’s past practices in determining 
costs and in determining expenses. To him it was of no concern 
whether an item had been charged to expense and the cost thereof re- 
couped in rates, or even whether an item represented an expense under 
the wide discretion of management allowed by accepted principles of 
accounting. The realities as to past practices and determinations re- 
ceived no consideration. Evidently the object of the study was to 
determine the maximum cost which could be assigned to the properties 
under any theory or principle of cost determination, regardless of the 
fact that the Hope Natural Gas Company had been in business more 
than forty years and had made determinations in its regular course of 
business as to which of its expenditures constituted investment in plant 
and which constituted operating expenses. 

The first proposed adjustments to book cost ($1,821,581), reflecting 
inventory, transfer, and correcting adjustments, will be discussed 
hereinafter. 

The second adjustment ($13,580,814) represents items previously 
charged to expense and not capitalized in the books or items which 
cannot be identified in the books and records and, therefore, may not 
have been incurred at all. The amount of $13,580,814 may be sub- 
divided as follows: 


SOU I. CNN icin celle estentenensin tb aniel stig diiin ities hse d $11, 279, 554 
Other direct material and labor cost---___..______________ 996, 543 

Labor costs in laying mains, constructing compressor sta- 
tions, etc., during years 1918 to 1922, inclusive____._.__.__ 1, 295, 953 
NNT i ha gai ae etches tliteenod a 8, 764 
PI Sans task Scie see bison Gants ssk eas Nacen igen shesigheniaas piotiaionncagaaionie 138, 580, 814 


The largest item of claimed additional cost relates to labor and 
drilling equipment used in drilling wells. The additional amount 
claimed ($11,279,554) is associated with 2,633 wells. It is the com- 
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pany’s contention that these expenditures, which were charged to 
operating expenses when incurred, should now be included in the 
rate base. 

It was the consistent practice of the Hope Company up to 1923 to 
charge the cost of drilling wells to operating expense. This likewise 
was the general practice of the natural gas industry. It followed 
the well-established practice of extractive industries of charging 
items to expense which in less venturesome enterprises were ordinarily 
charged to the plant account. The theory underlying the practice 
was that additional wells were constantly needed to keep the com- 
pany in business, hence the cost incurred was not for the purpose of 
adding to the property but rather for the purpose of maintaining 
the business. The evidence shows that the Natural Gas Association 
of America opposed a provision in the first uniform system of ac- 
counts for natural gas companies issued by a state commission which 
required capitalization of well drilling expenditures. That associa- 
tion took the view that such expenditures were necessary operating 
expenses. In fact, Hope did not change its practice in this respect 
until it was required to do so by the provisions of the system of ac- 
counts for natural gas companies promulgated by the Public Service 
Commission of West Virginia, effective in 1923. It is significant that 
West Virginia’s system of accounts did not require and evidently did 
not permit the Hope Company to re-account for its past expendi- 
tures, but merely required a change as to treatment of well drilling 
expenditures beginning with its effective date. 

The company’s practice of charging well drilling expenditures to 
operating expenses, therefore, conformed to the principles and prac- 
tices of the time. One of the obvious purposes of keeping books of 
account is to inform management so that proper managerial deci- 
sions may be made. One of the first functions of management, of 
course, is to endeavor to fix prices so that revenues will cover operat- 
ing expenses and yield a profit. Where it is the general practice 
of the industry to treat certain expenditures as operating expenses, 
it is manifest that such expenditures will be considered as expenses 
in its rate negotiations and determinations. 

If there were any doubt about this matter, it would be dispelled 
by the action of the Hope Company itself. In 1921 the Hope Com- 
pany was involved in a rate proceeding before the Public Service 
Commission of West Virginia. It was a proceeding in which Hope 
sought to increase its rates. In that proceeding the company claimed 
well drilling and other expenditures now sought to be included in the 


®° Re Hope Natural Gas Co., P. U. R. 1921, 418, 439-440; United States v. Roden Coal 
Co., 39 F. (2d) 425; Marsh Fork Coat Co. v. Lucas, 42 F, (2d) 83; Commissioner of Inter- 
nal Revenue v. Brier Hill Collieries, 50 F. (2d) 777. 
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rate base, as operating expenses. They were allowed as such by the 
Public Service Commission of West Virginia.” No further proof 
is needed to show that Hope considered the expenditures in question 
as operating rather than plant items, in its efforts to recover full 
operating costs plus a profit in the conduct of its business. 

No greater injustice to consumers could be done than to allow items 
as operating expenses and at a later date include them in the rate 
base, thereby placing multiple charges upon the consumers. 

The other direct material and labor costs of $996,543 appear, to the 
extent they can be identified to have been charged in the past to main- 
tenance and repairs. 

The adjustments for cost of labor in laying mains, constructing com- 
pressor stations and other property totaling $1,295,953, and the ad- 
justment of $8,764 to the cost of leases are treated later. 

In addition to well drilling expenditures, other items now sought 
to be included in the plant accounts which were previously included 
in expenses, if they were incurred at all (the company’s method makes 
it impossible to determine whether or not certain of the expenditures 
were incurred) are as follows: 


Unloading, hauling and warehouse handling costs____.._--- $383, 454 
RR ; PUNE Dahan e sock ain cae silat ihiendinmaccsniacin 396, 141 
Giter ovetinedll' desi es a ha 2, 866, 414 


As to these items, here again the company followed a consistent 
practice, and the practice of the industry, in charging such expendi- 
tures to expense accounts. It was not customary for the natural gas 
industry or other extractive industries to load the plant accounts with 
overhead items, such as shown above. Even under the relatively 
definite requirements of the Commission’s present Uniform System 
of Accounts, considerable discretion and latitude are allowed manage- 
ment in accounting for overhead expenditures. Accordingly, the 
allowance of the items mentioned would not represent the correction 
of past errors, but merely the substitution of present judgment for the 
judgment exercised at the time the expenditures were incurred, which 
covered a period of forty years. The important rule is that once 
discretion has been exercised, subsequent action must be consistent 
with the decisions previously reached. There is no settled principle 
controlling the determination of the exact amount of overheads, if any, 
which should be applied to the cost of plant items. 

Besides claiming large additional costs for property constructed 
by the company, Hope claims a net sum of $1,599,730 representing 
alleged additional original cost of property acquired from other util- 
ities. These properties, acquired chiefly from affiliated utilities, were 
accounted for by Hope at the cost of it, which was the cost to the 


%” Re Hope Natural Gas Co., P. U. R. 1921E, 418, 433, 489-440. 
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predecessors. Hope now claims that the costs accounted for as plant 
by the predecessors were in error in that the predecessors followed the 
same allegedly erroneous practices that Hope followed. It, therefore, 
claims that well drilling costs in the amount of $1,364,087, other direct 
material and labor costs of $286,173, unloading, hauling, and ware- 
house handling costs of $18,557, indirect field costs of $38,519, other 
overhead costs of $122,043, and leasehold costs of $6,388, all of which, 
if incurred at all, the predecessors had charged to expense, should be 
added to its plant investment figure and included in the rate base.” 
Since these predecessor companies kept their books and records exactly 
as did Hope, in accordance with the general practice of the industry, 
the proposed adjustments, except for leasehold costs, are in the same 
category as the items which Hope now attempts to restate in its plant 
accounts, 

In the course of its study, the Hope Company determined that 
considerable property which was recorded in its plant accounts, was 
no longer in existence. In other words, there were unrecorded retire- 
ments. Offsetting the unrecorded retirements were certain items of 
existing property for which the company found no costs in its plant 
accounts. More than likely, certain of the latter merely represented 
the failure to identify items which were determined to be unrecorded 
retirements. The net effect is a substantial adjustment ($1,821,581 
for constructed property, and $232,930 and $3,107 for acquired prop- 
erty) for unrecorded retirements and miscellaneous corrections. The 
adjustment is not controverted and should be made. 

Impropriety of including in rate base items previously charged to 
ewpense.—It has been shown that the company’s claim of additional 
plant cost over and above what is recorded on its books as plant invest- 
ment represents largely expenditures previously charged to expense in 
accordance with the discretion of management. The company, in 
other words, now impeaches its books and its former financial state- 
ments to regulatory bodies, tax authorities, investors, and others, It 
impeaches the decisions of management made at the time the expendi- 
tures were incurred. It does this in spite of the fact that its past de- 
cisions conformed to its own consistent practices, until required to 
change them by a regulatory agency, and to the general practice of the 
natural gas industry, as well as the extractive industry. The adjust- 
ments proposed, therefore, do not reflect the correction of errors in the 
past. Errors as to these items were not made. 

The past determinations of the items constituting plant investment 
were deliberate, conscious acts on the part of management at the time 
of the transactions. A decision obviously must be made when an ex- 


“There were also inventory, transfer, and correcting adjustments which decrease the 
book cost by $236,037, and they are discussed hereinafter. 
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penditure occurs as to whether it represents an investment in plant or 
an expense. There must also be some finality to these decisions.” If 
they are treated as expenses at one time and as plant investment subse- 
quently, chaos in rate-making and in corporate finance will prevail. 
It is no answer that many of the expenditures in question were incurred 
prior to the effective date of a prescribed uniform system of accounts. 
The company kept plant and expense accounts throughout its history 
and conformed to the general business ‘practices of the industry and 
like business institutions. It was evidently thoroughly convinced as to 
the propriety of its decisions, as witness its claim before the West 
Virginia Commission in 1921, that the very expenditures in question 
were operating expenses. The company is now estopped from 
re-accounting for those expenditures. 

With the decline in favor of the doctrine of “fair value” as the only 
mode of public utility rate regulation, its keystone, reproduction cost, 
crumbles. Bona fide investment figures now become all important in 
the regulation of rates. Immediately, however, we find an effort to 
tamper with these. There is in progress an attempt to make the re- 
production cost process survive in the determination of actual cost of 
or investment in plant. Thus, in this case an inventory was taken and 
then units were priced at the estimated “actual cost.” The method 
should be condemned at the threshold. For in addition to being 
permeated with conjectural estimates, it gives no heed to the realities 
of past events. Consistent treatment of expenses and plant invest- 
ment costs is indispensable to the successful operation of the regulatory 
system. 

This is not to say that genuine errors in the investment accounts 
should not be corrected and the true figures given recognition in the 
rate base. Where real errors are made, they probably should be cor- 
rected. A distinction must be made, however, between genuine errors 
and a change in point of view, whereby past, deliberate decisions 
within the scope of an accepted principle are sought to be impeached 
to the pecuniary benefit of the company. 

The courts and commissions which have considered this matter 
have generally refused to include in the rate base amounts previously 
charged to expense in accordance with discretion of management. In 
the instant case, large parts of the claimed additions to book costs 
relate to well drilling expenditures and alleged overheads. The very 
question at issue has been passed upon twice by the Supreme Court 


2 Costs of exploration for and development of future gas reserves are considered cur- 
rent operating costs by the industry and Hope has included such costs in its current 
operating expenses. If retroactive accounting were allowed then the company might re- 
state these costs as capital investment in the future productive acreage. The Commission 
will allow $600,000 in annual operating expenses for exploration and development costs in 
fixing rates. If this item were permitted to be restated in plant cost ten years from now 
$6,000,000 would be added to the rate base resulting in multiple charges to consumers. 
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of Appeals of West Virginia. In the first case in 1924, the Natural 
Gas Company of West Virginia sought to include such expenditures 
in the rate base after they had been charged to expense. The Public 
Service Commission of West Virginia refused to allow them. The 
Supreme Court of Appeals sustained the Commission.“ The ques- 
tion was raised again in 1934 by the Natural Gas Company of West 
Virginia. The Public Service Commission of West Virginia then 
concluded that the inclusion of such expenditures in the rate base was 
required as a matter of law. The City of Wheeling, West Virginia, 
appealed the Commission’s decision. The Court reversed the Com- 
mission and again held that items previously charged to operating 
expenses should not be included in the rate base." 

Thus, by far the weight of authority in court and commission deci- 
sions sustains the principle, sound in equity and justice, that items 
previously charged to operating expenses under the allowable discre- 
tion of management should not later be included in the base on which 
customers are required to pay a return and depletion and depreciation 
allowances.** 

The Hope Company’s earnings over the years have been ample to 
provide for all operating expenses, including the $17,800,000 which it 
attempts to add to actual cost, an excessive reserve for depletion and 
‘depreciation, taxes, and large returns to investors. During the period 
1898 to 1923 for which the company seeks to re-account and expand its 
recorded plant costs by approximately $12,600,000 for well drilling 
costs alone, the average rate of earnings on the annual average 
invested capital (capital stock and surplus) was more than 15%. 

Actual legitimate cost or gross plant investment.—Accordingly, we 
begin with the book cost in the determination of the actual legiti- 
mate cost or investment in the facilities used in the company’s inter- 
state business. We have already found that such book cost at the end 
of 1938 amounted to $52,730,666. There must be deducted from the 
book cost the unrecorded retirements, or inventory adjustments in the 
amount of $2,057,618. There is.added to the book cost the amount of 
$15,152 ($8,764 for constructed property and $6,388 for acquired 
property) representing adjustments due to errors in stating the cost 


3 Natural Gas Company v. Public Service Commission, 95 W. Va. 557, 121 S. BH. 716, 
720, P. U. R. 1924D, 346, 361. 

4 Wheeling v. Natural Gas Company, 115 W. Va. 149, 175 S. B. 339, 343-4, 5 P. U. B. 
(N. 8.) 471, 479, app. dis. 296 U. 8. 659. 

% Re Los Angeles Gas & Electric Corp., P. U. R. 1981A, 132, 143-4, aff. 58 F. (2d) 256, 
261, 267, 289 U. S. 287; Re Peoples Gas Light & Coke Co., 19 P. U. B. (N. 8.) 177, 196-8, 
aff. 373 Ill. 31, 25 N. B. (2d) 482, 493, 31 P. U. R. (N. 8S.) 193, 207, app. dis. 309 U. 8. 634; 
Re West Virginia Central Gas Oo., P. U. BR. 1918C, 453, 464-6; Re Mondovi Telephone Oo., 
P. U. BR. 1933B, 319, 321-83; See In the Matter of Northwestern Blectric Co., 36 P. U. B. 
(N. 8.) 202, 208-213, 2 F. P. C. 327, aff. 125 F. (24) 882; In the Matter of Canadian 
River Gas Co. et al., 43 P. U. RB. (N. 8.) 205, supra, p. 32; cf. Chicago & N. W. R. Co. Vv. 
Com’r Int. Rev., 114 F. (2d) 882, 886, cert. den. 312 U. 8. 692. 
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of leases, and an amount of $1,295,953, representing plant costs prop- 
erly capitalized and then arbitrarily charged off to operating expenses. 

There is considerable question as to whether the latter amount 
should be restored to book cost in determining the rate base. The 
amount arises as follows. From 1918 to 1923 Hope followed the pecul- 
iar practice of capitalizing the cost of direct labor incurred in laying 
pipe lines, constructing compressor stations, and in installing equip- 
ment but, at the end of each year, arbitrarily charged off the amount 
thus capitalized during the year. This practice was peculiar to the 
Hope Company and was not a general practice of the industry. It 
did not conform to sound accounting principles. Hope followed the 
correct practice during all of its existence except for the few years 
mentioned. Under the circumstances, the amount is restored to the 
investment figure and is allowed in the rate base. The allowance in 
this instance, however, is not to be construed as a precedent. 

As of December 31, 1938, the cost of unoperated acreage ($584,382) 
and the cost of certain wells and field lines ($192,150) then not in 
service were contained in the accounts. These items are eliminated 
from gas plant in service as of December 31, 1938, and appropriate 
adjustments for the use of such property and facilities are made 
subsequently. 

After considering the evidence based upon the vouchers, books, and 
records of the company, and as a result of the application of funda- 
mental principles of accounting, cost determination, and equity, the 
Commission finds, in the words of section 6 (a) of the Act, the actual 
legitimate cost as of December 31, 1938, in plant used in the interstate 
business was $51,207,621, composed as follows: 


Book: weet WRVSWIS oasis on CS ee eos $52, 730, 666 
Less inventory adjustments (unrecorded retirements) __- 2, 057, 618 
Less wells and field lines not in service___.__._______-_.-___ 192, 150 
EE EE Css ae oe 584, 382 

Beet Ns es ee es so ih 49, 896, 516 
Plus correction to cost of leases_......._.-.......-....-- 15, 152 
Plus capitalized costs charged off in error_._._.......____ 1, 295, 953 


Actual legitimate cost of plant in interstate service_ * 51, 207, 621 


There were more retirements than additions in 1939, so the actual 
legitimate cost was $51,099,024 at the end of 1989. The record shows 
net additions of $965,533 in 1940 to produce a total actual legitimate 
cost of $52,064,557. Certain inactive wells with the connected field 
lines became active in 1940, and the cost of this property is $110,316. 
We find that the actual legitimate cost, including such currently used 
property, aggregates $52,174,873 as of December 31, 1940. 
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This actual legitimate cost is predicated upon facts and it is the best 
evidence in these proceedings, so we will employ it for determining 
the proper and allowable rate base. 

Depletion and depreciation—In determining the allowable rate 
base in these proceedings the actual existing depletion and deprecia- 
tion should be deducted from the actual legitimate cost of the property 
devoted to the interstate service. See Los Angeles Gas & Electric 
Corp. v. R. R. Gomm., 289 U. S. 287, 312. Actual existing depletion 
and depreciation is the extent to which the service life, that is, the 
economic life, of the property has been consumed due to such forces as 
exhaustion of the natural gas supply, wear, inadequacy, and obsoles- 
cence.* Annual depletion and depreciation measure the economic 
service life consumed in one year; actual existing depletion and de- 
preciation are the accrued consumption of the utility’s economic serv- 
ice life on a certain date; the annual allowance for depletion and de- 
preciation must, therefore, be correlated with the actual existing 
amount to avoid injustice to the utility or rate payer. Jn the Matter 
of Canadian River Gas Co., et al.,43 P.U. R. (N.S.) 205, supra, p. 82; 
In the Matter of Chicago District Electric Generating Corp., 39 P. U. 
R. (N. S.) 263, 275, 2 F. P. C. 412; In the Matter of Interstate Power 
Co., 32 P. U. R. (N.S.) 1, 10,2 F. P. C. 71. 

The company presented inconsistent claims in this respect. It 
alleged a relatively small amount of accrued or existing depletion 
and depreciation to be deducted in fixing the rate base, but claimed 
large annual amounts for future operating expenses. 

The company contends that the accrued depletion and depreciation 
in its property equaled approximately 35% of the reproduction cost 
at the end of 1938. We have weighed the estimate of reproduction 
cost and found it wanting. In addition, it is inequitable to predicate 
depletion and depreciation upon the delusive reproduction cost. The 
integrity of the investment will be maintained by basing depletion and 
depreciation upon actual legitimate cost and the Supreme Court has 
approved that method.2’ 

The company determined accrued depreciation primarily by the 
observation process and obtained what is called a “per cent condition” 
of the property. For annual expense purposes, it weighted the ob- 
served depreciation with retirement of property up to the date of the 
study. The fallacy of the “per cent condition” theory of accrued de- 
preciation is plain here. To illustrate, under the hypothesis of the 


 Lindheimer v. Illinois Bell Tel. Co., 292 U. S. 151, 167; In the Matter of Canadian 
River Gas Co., et al., 43 P. U. R. (N. 8.) 205, supra, p. 32; cf. Depreciation Charges of 
Telephone and Steam Railroad Companies, 177 I. C. C. 351, 408, 422. 

1 Lindheimer v. Illinois Bell Tel. Co., 292 U. S. 151, 167-9, 176; Federal Power Com- 
mission V. Natural Gas Pipeline Co., 315 U. 8. STH. 
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company’s witness, in determining the “per cent condition” of certain 
compressor station equipment, the property would be found to have 
depreciated only 25% throughout its life or be in 75 “per cent condi- 
tion,” and then suffer a precipitous loss in the brief final stage of serv- 
ice. Such a theory is opposed by reason and facts. Los Angeles v. 
Southern California Telephone Co., 14 P. U. R. (N. S.) 252, 273-4. 
The company’s estimate of existing depreciation was based primarily 
upon a sporadic visual inspection of physical deterioration. Most of 
Hope’s production and transmission property is not visible and the 
extent to which the service life has been consumed can not be de- 
termined from observation alone. Also, the functional causes of the 
retirement of property are given little consideration by the com- 
pany’s visual method which samples physical causes. Re Rochester 
Gas & Electric Corp., 33 P. U. R. (N. S.) 393, 468-490. The Com- 
mission concludes that the so-called accrued depletion and deprecia- 
tion claimed by the company does not give full or proper considera- 
tion to all factors contributing to the retirement of property, and that 
it does not reflect the actual existing depletion and depreciation or 
diminished service life of the property in service. 

The required reserve for depletion and depreciation—The same 
factors that cause annual depletion and depreciation cause the actual 
existing depletion and depreciation to be deducted from the property 
in fixing the rate base. In our opinion, where reasonable and proper 
depletion and depreciation accounting practices have been observed 
by a natural gas company, the resulting reserve is the best measure 
of the depletion and depreciation existing in the property, i. e., the 
accumulated cost of property which has been consumed in service. 

It is well known that many electric and gas utilities have not 
observed sound depreciation and depletion practices. The Hope Com- 
pany is in this category. For many years most of Hope’s business was 
not under regulation. Its practices as to depreciation and depletion, 
like the practices of many other utilities, were inconsistent and hap- 
hazard. Its book reserve does not measure the actual existing depre- 
ciation and depletion. 

This company has actually accumulated an excessive reserve. 
We are confronted, therefore, with the question as to whether that 
excessive reserve, or the reserve requirement (actual existing depre- 
ciation and depletion), should be deducted in determining the rate 
base. We have formerly indicated that public utilities ought to set 
up proper depreciation (and depletion) expense and that the resulting 


% There are those who argue that excessive reserves should be deducted. Pennsylvania 
Public Utility Comm. v. The Peoples Natural Gas Co., 48 P. U. BR. (N. 8.) 82; See Chesa- 
peake & Potomac Tel. Co. v. Whitman, 3 F. (2d) 938, 951-953; New York Telephone Co. 
v. Prendergast, 36 F. (2d) 54, 66. 
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reserve should be deducted from the gross cost in the rate base de- 
termination.” We reiterate that view. 

We believe, however, that under such circumstances as exist in this 
case, where a large part of the company’s business is brought under 
regulation for the first time and where incorrect depreciation and de- 
pletion practices have prevailed, the best procedure is to deduct the 
reserve requirement in computing the rate base. This procedure will 
permit us to be consistent in those cases where utilities have delib- 
erately failed to observe sound practices and as a result have defi- 
cient reserves. Thus, in the Jnterstate Power Company case, where 
the company had been negligent in accounting for depreciation and 
had a deficient reserve, we deducted the higher reserve requirement, 
as the measure of actual existing depreciation. 

It should be borne in mind, however, that the deduction of the 
reserve requirement, rather than the actual book reserve, is for the 
purpose of getting a sound basis for future regulation and control 
of rates. Hereafter, the company, in accordance with this opinion 
and under our system of accounts, is required to record proper depre- 
ciation and depletion expense. Hence, the books of this company, as 
well as the books of others subject to our jurisdiction, after once hav- 
ing the reserve requirement determined, should reflect in substantial 
degree the proper depreciation and depletion. Use of the reserve 
requirement in this case will produce a proper starting figure so that 
the book reserve can be deducted hereafter as the proper measure 
of the actual depreciation and depletion. This treatment will then 
be consistent with the view that the book reserve is the proper deduc- 
tion from the gross cost in determining the rate base. 

It becomes necessary, therefore, to ascertain the best measure of 
the reserve requirement. The purpose of depletion and depreciation 
accounting is to offset diminution in service value*® of property 
being used in service, and to determine as accurately as possible 
another element of the cost of service for a particular period. All 
of Hope’s physical property, except certain land, will be depleted 
or depreciated completely when it reaches the end of its useful or 
economic life. _ Physical and functional forces, whether their effects 
are visible or not, are constantly reducing the service life of the 
company’s property. Service life is the equivalent of economic life: 
or the utility of the property. Hope incurs plant costs to provide 
for future service and to make production possible. As natural gas 
service is rendered the economic value of property is gradually con- 


In the Matter of Interstate Power Co., supra; In the Matter of Chicago District Elec- 
tric Generating Corp., supra. 

“Service value” is the difference between original cost and the net salvage value of gas 
plant. Depletion and depreciation signify the consumption of service life of property and 
when that is translated into dollars it shows the loss in service value. 
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sumed, and the property is finally retired at the end of its service 
life. The cost of the property consumed annually in rendering that 
service should be charged to operating expenses to reflect the depletion 
and depreciation incurred. 

The Commission’s staff presented a depletion and depreciation 
reserve requirement study in these proceedings. Estimates were made 
of the over-all service lives of the properties by classes; those average 
service lives were converted into depreciation rates, and then applied 
to the cost of properties to determine the portion of the cost which 
had expired, that is, which related to the consumed service lives. 
The study covers the operations of the company from its beginning 
in 1898 to December 31, 1940. It shows annual amounts for each group 
of property from the date installed to the date of retirement, and 
it concurrently provides the necessary reserves for property retired 
and for the ultimate retirement of existing property. The funda- 
mental principle that annual expense for depletion and depreciation 
must be harmonized with accrued depletion and depreciation has been 
applied here. The straight-line service life method was used to 
compute the reserve requirement for all of the material, equipment 
and structures of the company, and the unit-of-production method was 
applied to plant costs which are associated with the gas supply, i. e., 
gas producing lands and leases, field line and gas well construction, 
rights-of-way, and costs of abandoning gas wells.“ The service life 
study was made by a properly qualified staff engineer who analyzed 
Hope’s past experience, including the retirement of property over the 
years. He gave consideration to relevant service life data on other 
pipe lines. He also considered the functional and physical aspects of 
depreciation. As an aid in the determination of service lives he 
made a field inspection of the company’s physical properties. The 
unit-of-production method used by the staff was related to the gas 
reserves of the active wells of the company. This case is free from 
the usual complexities involved in the estimate of gas reserves because 
the geologists for the company and the Commission presented esti- 
mates of the remaining recoverable gas reserves which were about 
one percent apart. The permeability and porosity characteristics of 
the region causé isolated pools of natural gas, and the company’s 
gas production properties are intermingled with nonproductive areas 
and other companies’ properties. This situation necessitated the 
segregation of Hope’s property into gas producing areas for the 
depletion and depreciation reserve requirement study. Gas rights, 
well construction and connected field line construction costs are con- 
sumed in service proportionately with the depletion of the associated 


21 As defined in the Uniform System of Accounts, 
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gas supply. Well equipment and field pipe line material are recovered 
and used again when the various sources of gas supply are exhausted. 
These facts of operation have-been recognized in the ascertainment 
of the required reserve for depletion and depreciation. 

The staff recommended the depletion and depreciation reserve re- 
quirement for Hope’s production, transmission, and general plant in 
the amount of $23,520,561 as of December 31, 1940." After a careful 
analysis of the evidence we have accepted certain adjustments advo- 
cated by the company and find that the depreciation and depletion 
reserve should be not less than $22,328,016 as of December 31, 1940. 
These adjustments are as follows: (1) Due to the plant inventory 
adjustment made by the company, as of December 31, 1938, and ac- 
cepted by all parties, a net reduction in the plant accounts was made 
which represents property retired prior to December 31, 1938, but not 
so recorded on the books. The company contends that 10 years is 
a fair approximation of the average period by which these retire- 
ments have been accumulating, hence the depreciation provisions 
should be reduced for the 10-year period. Had the retirements been 
made on the books as soon as the property was retired the deprecia- 
tion base would be reduced and the annual provisions would be less. 
It is impossible to determine the actual dates the property was re- 
tired and we accept the 10-year period as a reasonable estimate of the 
average time from the date the property was retired to December 31, 
1938. This adjustment results in a reduction of $31,106 in annual 
depreciation expense for each year and a reduction of $311,060 in the 
reserve requirement as of December 31, 1938. (2) In the case of 
lines lifted, Hope has usually retired labor cost and charged it to 
the depreciation reserve. But in the case of pipe retired in connec- 
tion with a replacement the original labor was not always retired 
and the renewal labor was charged to operating expense. The de- 
preciation rates applied by the staff include provisions for the retire- 
ment of all labor and materials, hence its reserve requirement com- 
putation includes accruals for construction labor cost on the main 
pipe lines which has been retired and not charged to the depreciation 
reserve. The company has estimated an amount of $272,693 repre- 
senting the additional retirements of labor cost which we will allow 
as a reduction in the reserve requirement. (3) The group deprecia- 
tion rate of 2.5% employed by the staff in its study should be reduced 
to 2.22% for gas-well equipment. As revised the rate for gas-well 
material is the same as for field-line material, although the evidence 


=That recommended required reserve is after a deduction of $1,162,710 for cost of 
abandoning property. The depreciation rates used in the reserve requirement study make 
proper provisions for the inevitable cost of abandoning property. But during the period 
1898-1931 Hope charged the cost of abandoning property to maintenance expense, rather 
than to the depreciation reserve as a part of the net salvage. 
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indicates that a somewhat shorter average life has been experienced 
for gas-well material than for field-line material. At the rate of 
2.22% the annual depreciation expense will be reduced $21,110 for 
1939, and $20,911 for 1940. Consistent with the reduction in the 
annual depreciation expense the reserve requirement at the end of 
1938, 1939, and 1940 will be reduced $566,771," $587,881, and $608,792, 
respectively. 

The first two of the above-mentioned adjustments are the result 
of certain accounting practices of Hope prior to December 31, 1938, 
and do not affect depreciation expense for the years.subsequent to 
that date. The reserve requirement which the Commission finds to 
be reasonable and proper is summarized as follows: 


Depletion and depreciation reserve requirement 
Dec. 31, 1938 Dec. 31, 1939 Dee. 31, 1940 


Amount computed by staff -_.........--.-..--...-.--- $23, 501, 356 $24, 072, 167 


’ $24, 683, 271 

Less staff adjustment for cost of abandoning property--- 1, 162, 710 1, 162, 710 1, 162, 710 
Amount recommended by staff_.................. 22, 338, 646 22, 909, 457 23, 520, 561 
_—————=—————————]>S..—=&o&OPLC=*—=*—=*R=RmR=RADABDADRpE==&|[_ElHaaaaj]j]||[/[[|==S|S|||S= 

Unrecorded retirements........--------------------- 311, 060 311, 060 311, 060 
Unretired labor on transmission line replacements-_- 272, 693 272, 693 272, 693 
Change in depreciation rate for gas well equipment_. 566, 771 587, 881 608, 792 
Det CE fiintecpintpedcevnianebediiniie 1, 150, 524 1, 171, 634 1, 192, 545 
————SSSSSSSSSSSpzEB_«—s@“=—=—=[[["HUWuUES=- ———=———==EE==Z 


Required depreciation and depletion reserve............ 21, 188, 122 





21, 737, 823 22, 328, 016 


The required depletion and depreciation reserve, as we have deter- 
mined it upon the record, is the best evidence of the measure of actual 
existing depletion and depreciation, and it will be deducted from the 
actual legitimate cost of the company’s property for rate-making.* 
The reserve requirement on any selected date is the total of the annual 
provisions for depletion and depreciation less the actual retirements 
of property. The method used here determines the amount required 
annually to reimburse the company for property consumed in service, 
and it results in a correlation of the annual expense and the accumu- 
lated reserve. The method is just and consistent for each operating 
period because the costs utilized are matched with the revenues pro- 
duced by the property in service. 

As we have noted, the company has built up an excessive reserve by 
charging large annual allowances for depletion and depreciation to 
operating expenses in the past. 


*% Total provisions from 1898 to 1938, inclusive, amount to $5,060,456 at a 2.5% de 
preciation rate and $4,493,685 at a 2.22% depreciation rate for gas-well equipment. 

“See Re Long Island Lighting Oo., 18 P. U. BR. (N. 8.) 65, 146-151, 189-191, aff, 249 
App. Div. 918, 292 N. Y. 8. 807, 809, 18 P.-U. R. (N. 8.) 225, 226; Re Rochester Gas ¢ 
Electric Corp., 33 P. U. BR. (N. 8.) 393, 489, 502-83; National Association of Railroad and 
Utilities Commissioners, Proceedings of Fiftieth Annual Convention (1938) pp. 473-4. 
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The book reserve for interstate plant at the end of 1938 amounted 
to about $39,000,000 which is $18,000,000 in excess of the amount we 
determined as the reserve requirement. In addition, twice in the past 
the company has transferred amounts aggregating $7,500,000 from 
the depreciation and depletion reserve to surplus. When these latter 
adjustments are taken into account, the excess becomes $25,500,000, 
which has been exacted from the rate payers over and above the 
amount required to cover the consumption of property in the service 
rendered and thus to keep the investment unimpaired. Lindheimer v. 
IWinois Bell Tel. Co., 292 U. S. 151, 169, 174. 

Estimated additional fixed capital expenditures —To make the rate 
base figures current, the company presented an estimate of $8,956,500 
in “capital expenditures” which it planned for production, transmis- 
sion, and general plant during 1941, 1942, and 1943. Obviously these 
proposed gross additions should increase the allowable rate base only 
to the extent that net actual legitimate cost will be increased. Also, 
$1,270,000 was estimated for 1943 additions to meet the demands of 
new or increased business. The Commission has not given direct 
effect to those expected 1943 additional revenues in the forecast of 
revenues for rate-making, so that $1,270,000 will not be included in 
the rate base. The determination of the estimated increase in net 
plant cost requires the consideration of additions and retirements of 
plant and the effect on the depletion and depreciation reserve of future 
accruals and retirements. Giving due weight to all these factors the 
increased net actual legitimate cost, averaged for the period 1941-1943, 
is $1,392,021. 

The company presented a general plan which it has for the con- 
struction of a pipe line from West Virginia to Louisiana to supplement 
its present source of supply of gas and to meet predictable increased 
demands for natural gas. Due mainly to the shortage of materials 
caused by this war, the status of that proposed line is so uncertain 
that it need not be considered in these proceedings. When the pro- 


3 Estimated fixed capital expenditures 1941-1943 $8, 956, 500 
Less : 
Expenditures in expectation of new or increased 


8, 970, 000 
Estimated net change in plant 4, 986, 500 


Deduct: Estimated net change in depletion and deprecia- 
tion reserve—depletion and depreciation accruals 1941, 


2, 202, 458 


Estimated increase in net actual legitimate cost................-.... 2, 784, 042 
Average for the period ($2,784,042 +2) 
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posed line is constructed and definite information is presented concern- 
ing its effect on the rate base and net income, the Commission will give 
the matter timely and appropriate consideration. 

Other used and useful property —The company’s geologist grouped 
the unoperated acreage ** into three classes: (1) protective acreage 
within a mile of producing wells comprised 64% ; (2) prospective acre- 
age for shallow-sand production within three miles of producing wells 
comprised 14% ; and (3) prospective acreage for deep-sand production 
within three miles of producing wells comprised the remaining 22%. 
The total unoperated acreage as of December 31, 1940, was 539,285 
acres. The company has undertaken an extensive drilling program, 
including deep test wells, and it is a reasonable expectation that within 
a few years nearly all of this unoperated acreage will become produc- 
tive, or will be proved unproductive and canceled. There is no evi- 
dence that Hope has acquired large blocks of unoperated acreage to 
obtain a monopoly on the source of supply, and there is evidence that 
all of its unoperated acreage is necessary and useful, or imminently 
useful, in rendering gas service. The cost of unoperated acreage will 
be included in the rate base. The Commission finds that the actual 
legitimate cost of unoperated acreage was $584,382 as of December 31, 
1938, $567,152 for the end of 1939, and $566,105 as of December 31, 1940. 

Materials and supplies plus cash working capital.—There is no con- 
troversy over the amount of materials and supplies required by the 
company. The monthly average of materials and supplies on hand is 
the most accurate measure of the company’s requirements. The Com- 
mission finds that $1,228,599 is the necessary average amount for mate- 
rials and supplies in 1939, 1940, and the future. This is sufficient, on 
the average, to meet requirements for more than a year. 

A witness for the company used a period of 45 days as the lag in the 
receipt of revenues. He stated that 45 days of operating expenses, 
including gas purchased, would measure the cash working capital 
required by the company on a practical operating basis and he com- 
puted the amount to be $1,754,008. 

A period of 45 days is ample to measure the amount of cash required 
for payment of operating expenses. Cost of gas purchased must be 
excluded from the computation because revenues from gas sales are 
received before the payment for purchased gas is due. The company 
has approximately $500,000 on hand at all times representing taxes 
which are not paid until many months after they are accrued and 
these tax funds are available for bank balances and working capital 
requirements. The Commission will allow cash working capital in 


2¢ Operated gas acreage is any acreage that is being drained by producing gas wells and 
all other acreage is considered as unoperated. Hope has held less than two unoperated 
acres to one operated acre during the last ten years. 
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the amount of $871,401 for 1939 and $896,401 for 1940. This is the 
maximum allowable amount computed on 45 days of operating ex- 
penses, excluding cost of gas purchased, and allowing prepaid ex- 
penses in full. 

The Commission finds that $2,100,000 was required for materials and 
supplies and cash working capital in 1939, and that $2,125,000 was 
necessary for 1940 and will be adequate for the future. 

Conclusions with respect to the rate base —There is a further matter 
with respect to plant investment which the Commission will consider 
before making the final determination of the rate base. Prior to 
January 1, 1939, the company charged all administrative and general 
costs to operating expense. Beginning January 1, 1939, the company 
tentatively adopted the practice of capitalizing a portion of its 
administrative and general expenses. This discretion by the man- 
agement is permissible under the Commission’s Uniform System of 
Accounts. This tentative capitalization of administrative and gen- 
eral expenses was reconsidered by the company and it has informed 
the Commission that it wishes to resume the regular practice of in- 
cluding all general and administrative costs in operating expenses. 
This change in the tentative accounting policy is reflected in the veri- 
fied annual report for 1941 filed with this Commission. The amounts 
of $79,439 for 1939 and $138,018 for 1940 are removed from plant costs 
and included in operating expense for the respective years. The- 
oretically, adjustments to annual depreciation expense and to the 
reserve requirement should be made on account of the foregoing, but 
the amounts are so insignificant in a case of this magnitude that no 
inequity will result from not making them. 

The analysis of the evidence which we have discussed with respect 


to the components of the rate base and our conclusions may be sum- 
marized thus: 





Dec. 31, 1988 | Dec. 31, 1989 | Dec. 31, 1940 Future 


i 

Gross investment in gas plant in service (ex- 
elusive of distribution plant, and property | 
used to transport coke-oven gas)... | $51, 207, 621 | 
Less: Actual existing depletion and “deprecia- | | | 


Gis ts scheint Shiner diecinlertbetedtedawss = 21, 188, 122 | 21, 737, 823 22, 328, 016 22, 328, 016 
*< investment | 80,019, 499 | | 29, 281, 762 | | 29, 629, 400 29, 629, 400 


Net capital additions 1941, 1942, 1943_- obs alah Sl = 1, 392, 021 
Useful unoperated acreage | "84, 382 | 67, 152 | 566, 105 | 566, 105 
Working capital | 2, 100, 000 | 2, 100, 000 2, 125,000 | 2, 125, 000 


Interstate rate base. 32, 703, 881 31,948,914 | 32,320, 505 33, 712, 526 


$51,019,585 | $51, 957, 416 $51, 957, 416 


The Commission, therefore, adopts the foregoing amounts as the 
interstate rate base for the dates indicated, for the company’s prop- 
erty assembled as a whole and doing business as part of an integrated 

582231—44—vol. 312 
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system. The Commission finds that the rate base for 1939 was the 
average of the rate base amounts at the beginning and the end of that 
year or $32,326,398, that the rate base for 1940 was the average of the 
rate base amounts at the beginning and the end of that year or $32,- 
134,710, and that the rate base for fixing future rates is $33,712,526. 


OPERATING REVENUES AND EXPENSES 


For rate-making purposes the Commission has given consideration 
to the actual operating revenues and expenses of the company for 
1937-1940, inclusive, and has also considered the income statements 
since 1898. In testing the reasonableness of. existing rates the latest 
experience of the company, as disclosed by the record, is the closest 
reflection of the present and future operations. 

Interstate gas service revenues.—There is no controversy over the 
volume of gas sold or the revenues received by Hope. The Commis- 
sion finds that during the years 1939 and 1940 the interstate gas sales 
to the five customer companies were as follows: 


1939 
M.c.f. billed} Revenues | M.c.f. billed 


De le O06 Onn tenner racenccensbtcudes 33, 907,672 | $12, 359, 500 


Peoples Natural Gas Co..................--...-. 3, 864, 104 1, 371, 757 
BE SED: ccbitiatennecktncoginbapnaeae 237, 640 83, 174 
Fayette County Gas Co__................-..... 840, 398 264, 725 
Manufacturers Light & Heat Co .............. 2, 500, 755 787, 738 





41,350,569 | 14, 866, 894 


Interstate operating expenses.—The Commission has considered the 
company’s operating expenses as recorded on its books, as claimed for 
rate-case purposes, and as recommended by the staff. The subse- 
quently discussed adjustments to the company’s operating expenses 
are made to the amounts as actually recorded on its books for the years 
1939 and 1940. 

Depletion and depreciation expenses.—The annual allowance for 
depletion and depreciation included in operating expenses is deter- 
mined by the same rates and methods used to determine the depletion 
and depreciation actually existing in plant. 

The Commission finds that $392,500 for 1939 and $624,440 for 1940 
is the proper allowance for depletion expense. The present and pros- 
pective demands upon the production system indicate that production 
for the year 1940 is the proper guide for future depletion expense and 
we will allow $624,440 as the average cost of depletion in our deter- 
mination of the cost of service. (Depletion expense is computed on 
the unit-of-production, hence it varies with the actual production of 
gas.) 
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The record shows that Hope Company’s annual depreciation expense 
has remained relatively stable, the en amounts for 1939’and 1940 
being as follows :* 


Production plant 
Transmission plant 
General plan 


The Commission finds that the annual depletion and depreciation 
allowance required for future operating expenses is $1,460,037. 

Exploration and development costs.—Section 14 (b) of the Natural 
Gas Act authorizes the Commission to determine the “propriety and 
reasonableness of the inclusion in operating expenses, capital, or 
surplus of all delay rentals or other forms of rental or compensation 
for unoperated lands and leases.” Delay rentals paid periodically on 
natural gas lands to reserve the gas rights for a future supply of gas 
are included in exploration and development costs. The other costs 
included are those associated with the drilling of nonproductive wells, 
the abandonment of nonproductive leases and the abandonment of 
projects on which preliminary expenditures were made to determine 
the gas prospects of available acreage. 

The Hope Company, like other companies in the natural gas indus- 
try, has followed the conservative practice of charging all explora- 
tion and development costs to operating expenses. Exploration and 
development costs are necessary to replenish the company’s gas sup- 
ply in order to maintain continued gas service. The Commission 
has included Hope’s gas producing acreage and its useful unoper- 
ated acreage at cost in the rate base. The annual depletion allow- 
ance is based upon the actual legitimate cost of gas producing 
leases so there is no margin in that annual allowance to cover explora- 
tion and development costs. In fairness to the investors and the 
rate payers the Commission. will make an allowance for delay rentals 


7 Determined by applying the following straight-line depreciation rates to the average 
depreciable investment for the year: 

Production plant : Rate 
RRC creecqeyeietpactnpsintiipinnn winopeeerpmamaiguiiaimmiamminnnttiaitE 4.17% 
Field line material, meas. and reg. station equipment.........-...... 2. 22% 
Gas WER Celie neice ctcicwnamennennnaennntptibimibninbabet 2.22% 

Transmission plant: 
Main lines, rights-of-way and meas. and reg. station equipment.___... 1. 56% 
DRCRIUUIOD saciniin stchnrtnictiinnntciietcibticlidten tented tapnigieaiamiiienertaliditiddeabe 2. 50% 
Compreager. station equipenttit..cc.nccncee nq edincceessesennecteen 2. 56% 

General plant: 
RUC cision ritnneienegipapmtintinict pita ambamnineidieis 2.17% 
OGiee Detabtnse a6 CRB ccwennnntintenennenscssenssenamsaiian 4. 00% 
Cie CI oi ccnictctitpettgctirpinnnimdsnminminciiaitiinniinintbaaindis 3.57% 
Communication equipment ...................--....~-..-......... 3. 85% 
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related to the unoperated acreage and the other exploration and 
development costs in operating expenses. Hope incorrectly stated 
the cost of abandoned and surrendered leases in 1939 and 1940 and we 
find that the cost of leases abandoned should be included in explora- 
tion and development costs in the respective amounts of $45,164 for 
1939 and $12,422 for 1940. The company’s exploration and develop- 
ment costs were $500,344 in 1939 and $407,920 in 1940. In view of 
the company’s extensive program for drilling wells in the next few 
years and its recerit experience with respect to exploration and devel- 
opment costs, the Commission finds that the proper and reasonable 
future annual allowance for such costs is $600,000 for rate-making 
purposes. 

Reclassification and rate case expenses—The Hope Company pre- 
sented evidence to show that it has spent $675,000 in making reclassi- 
fication studies in order to comply with the recent systems of accounts 
prescribed by the West Virginia commission and the Federal Power 
Commission. The company also showed expenditures totaling 
$825,000 as its expenses in this rate case. A contention is made by the 
company that it should be allowed an interest rate of 8% on the 
“unamortized balance” of its reclassification and rate case expenses. 
In fact, however, the company has charged all these costs to operating 
expenses as they were incurred during the years 1938-1941 and the 
rate payers have already paid enough to reimburse the company. The 
company’s interstate wholesale rates have been excessive for several 
years and the unusually large amount of rate case expenses would 
ordinarily prompt the Commission to disallow any such expenses to be 
amortized in the future under the rates the Commission will prescribe 
because it results in a duplication of charges. But in view of the Su- 
preme Court’s statement that even where rates in effect are excessive 
the utility should be allowed its reasonable expenses for presenting its 
side to the Commission, the Commission concludes that the rate case ex- 
penses and the reclassification expenses, totaling $1,500,000 should be 
spread over a 10-year period beginning January 1, 1939, by the inclu- 
sion of $150,000 annually in operating expenses.* The company has 
charged rate case and property reclassification expenses to operating 
expenses as incurred in the amounts of $543,121 for 1939 and $624,041 
for 1940. Those amounts will be eliminated from operating expenses 
for rate-making, and the allowance of $150,000 annually for ten years 
will be made instead. 

Affiliate’s excess profits from processing Hope Company's gas.— 
Hope Construction & Refining Company, an affiliate, extracts gasoline 
and other by-products from the natural gas of Hope Natural Gas 
Company. The extraction of gasoline and butane is profitable and 


% Driscoll v. Edison Light 4 Power Co., 807 U. §. 104, 120-121. 
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is necessary to make the natural gas marketable and transportable. 
The process of extracting gasoline and butane reduces the heating 
value of the natural gas and consumes a certain volume of Hope’s 
natural gas, thus imposing a burden upon the gas business. Much 
of the gasoline extracted from Hope’s natural gas has been sold to the 
Standard Oil Company at about one-half the price received from sales 
to others. It is significant that the Hope Natural Gas Company 
processed its own gas before 1920. The natural gas customers are 
entitled to be credited with a share of the profit from the processing 
of Hope’s gas, even as they would pay the deficit if that essential 
processing were not profitable. It is agreed that it is proper to make 
a credit for a portion of the profits realized by Hope Construction 
& Refining Company from the processing of Hope’s gas, but there is 
a dispute over the amount of the credit. The Commission concludes 
that the credit proposed by the company, being a royalty of 14 of the 
gross earnings from the gasoline and butane extracted, is not sup- 
ported by sufficient evidence. The excess profits of the affiliated 
company above the cost of processing Hope’s gas and a fair rate of 
return on its investment is the proper credit to Hope Natural Gas 
Company. See United Fuel Gas Co. v. Comm’n, 278 U.S. 300, 319-321; 
Dayton Power & Light Co. v. Comm’n, 292 U. S. 290, 295. The cost 
of processing Hope’s gas includes all of the affiliated company’s related 
operating expenses, including depreciation expense, taxes, and a liberal 
614% rate of return on the net investment, plus working capital, 
devoted to the processing function. The affiliated company’s extrac- 
tion plants are usually located near Hope’s compressor stations. The 
Commission finds that Hope should have received payments of $117,641 
in 1939 and $119,592 in 1940 for the steam and boiler fuel which it 
furnished its affiliate at the extraction plants, and that the gas vapors 
which are returned to Hope after processing belong to Hope as part 
of its natural gas. From the record we find that Hope Construction 
& Refining Company had the following average net investment and 
required working capital devoted to processing Hope’s natural gas: 


1939 1940 


Gross investment $1, 716, 145 $1, 696, 510 
Depreciation reserve requirement , 208, 739 1, 260, 312 


Net investment 507, 406 436, 198 
Working capital 80, 000 80, 000 


Ase 0b MOTO ae o's noc veces stent cpoccesedeepadapacbye 587, 406 516, 198 


The Commission finds that Hope’s affiliate has earnings from the 
processing of gas in excess of a fair return and that these excess profits 


»” Re Hope Natural Gas Co., P. U. R. 19218, 418, 428-430. 
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are applicable as reductions of Hope’s operating expenses. For 1939 
and 1940 these excess profits are determined as follows: 


1939 1940 










































Gasoline OG DEAS TOVONIES. «.oncoccnconcckimondaccopeceossncdécencoen« $791, 451 





$770, 028 

Related operating expemses...................---.---2-.---2-2-2 22+ +e. 518, 394 551, 370 
Net processing income.............---------------- Me Add 273, 057 218, 658 
Return at 614% on net investment plus working capital__..............- 38, 181 33, 553 
I Nn Rice ti steele teat alindie el 234, 876 185, 105 


In prescribing future rates the affiliate’s excess profits for 1940 will 
be employed as a conservative measure of Hope’s portion of the profits 
from the gasoline and butane extracted from its gas. 

Other adjustments to operating expenses.—Hope furnishes manage- 
ment services to several affiliated companies at cost, and credits the 
proceeds to miscellaneous gas revenues thereby permitting the cost 
of those services to others to remain in its operating expenses. The 
Commission, therefore, finds that operating expenses should be re- 
duced $192,415 for 1939 and $109,194 for 1940 for the cost of services 
billed to others in order to reflect actual net operating expenses. 

Hope furnishes natural gas to Hope Construction & Refining Com- 
pany for use in repressuring oil wells. The gas is returned to Hope’s 

' system at reduced pressures. An amount of 214¢ per M. c. f. is re- 
garded as the cost of recompressing the natural gas returned to the 
Hope Company. Hope records these transactions as sales and pur- 
chases of natural gas and that practice overstates both revenues and 
expenses. The Commission finds that operating expenses and reve- 
nues should be reduced $72,388 for 1939 and $73,644 for 1940 to elimi- 
nate duplication of cost in production and transmission expenses. 

The company has eliminated the property and expenses relating 
to the transportation of coke-oven gas used as fuel at its Hastings 
Compressor Station and in its figures has substituted the cost of an 
equivalent amount of natural gas priced at 22¢ per M. c. f. The Com- 
mission agrees with the company and finds that $295,158 for 1939 and 
$333,036 for 1940 should be eliminated from operating expenses, and 
that $107,758 for 1939 and $126,000 for 1940 should be included in 
operating expenses to reflect the equivalent cost of natural gas for the 
quantity of coke-oven gas used as fuel in the Hastings station. 

Hope furnishes steam from its compressor stations without charge 
to Hope Construction & Refining Company for use in the extraction 
plants, with the exception of the steam furnished from Goff Compres- 
sor Station, and does not record this transaction on its books. The 
necessary adjustment for this free steam has been made by the Com- 

mission. The company credits revenue instead of expenses with the 
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value of steam furnished by its Goff station, thereby overstating both 
gas service revenues and the cost of compressing natural gas. The 
Commission, therefore, finds that operating expenses should be re- 
duced $4,404 for 1939 and $6,000 for 1940 to state the actual cost of 
operation. 

Hope bills the Peoples Natural Gas Company at the rate of 38.5¢ per 
M. c. f. for the natural gas sold and includes the gross amount of the 
billings in revenues. The Peoples Company must compress that gas 
to transport it to market, so Hope refunds 3¢ per M. c. f. to Peoples 
under the provision of the sales contract and includes this amount in 
its operating expenses as a cost of compressing gas. This accounting 
practice followed by Hope overstates the actual revenues and over- 
states the actual operating expenses. The Commission finds that the 
cost of compressing gas has been stated incorrectly and that operating 
expenses should be reduced $115,923 for 1939 and $292,158 for 1940. 

Certain donations were included by the company in administrative 
and general expenses. The Commission finds that donations amount- 
ing to $5,183 for 1939 and $3,496 for 1940 are not allowable costs for 
purposes of rate-making and should be deducted from operating 
expenses. 

The company has included $10,926 for the settlement of a claim for 
damages and $16,318 to meet a deficiency in its insurance plan for 
employees, in general expenses for the year 1939. These expenses are 
applicable to prior years’ operations and therefore not allowable for 
1939. 

Hope recorded the salvage received from an experimental liquefying 
gas plant as revenues in the amount of $23,896. That amount should 
have been applied as a reduction of the cost of the experiment, which 
cost was charged to 1940 operating expenses. Therefore, the Com- 
mission finds that 1940 operating expenses should be reduced $23,896. 

State and miscellaneous Federal taxes —The company has included 
in taxes for the years 1939 and 1940 certain amounts which should not 
have been included, and has failed to include certain other amounts 
which should have been included. The following table shows the 
amounts: 


Taxes not applicable: 
Taxes spesentie t to dP pe: ra. 
West Vir; 
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The company. has over-accrued Federal income taxes on its books 
and the Commission has made a deduction of $33,479 for 1939 and 
$16,480 for 1940 to reflect the taxes actually paid which were $191,521 
for 1939 and tentatively reported to be $912,313 for 1940. 

Specific distribution expenses —The Commission finds that certain 
amounts included in depreciation, administrative and general expenses, 
and taxes are specific distribution costs, as follows: 





1940 


Depreciation $89, 345 
Taxes 


141, 640 
13, 231 


244, 216 


Operating expenses summary.—The total of the Commission’s ad- 
justments to operating expenses per books results in a reduction of 
$1,186,002 for the year 1939 and a reduction of $1,199,958 for the year 
1940, and they are summarized as follows: 


Decreases in operating expenses: 
Excess profits on gasoline and butane $185, 103 
Steam furnished H. C. & R. Co 
Steam furnished H. C. & R. Co.—Goff station 
Refund to the Peoples Nat. Gas Co. for compressing gas 
Gas used in repressuring oil wells 
Management fees and expenses. - 
Excess cost of coke-oven gas 
a <n 5 nines anton neuie 


Reclassification and rate case expenses 
Expenses applicable to Reserve Gas Co 
Expenses applicable to prior years 


1, 721, 978 
Increases in operating expenses: 
Abandoned leases 12, 422 


138, 018 
Depletion and depreciation 221, 580 


Reclassification and rate case expenses 150, 000 


522, 020 
1, 199, 958 
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The functional classification of operating expenses per books and 
after the application of the foregoing adjustments follows: 








1940 
Operating expenses 


Per books Allowed 


Interstate puies expens¢s: 
Natural gas production | 1, 439, 
Gas purchased 7, 
1 

1 


z 


746, 
Transmission expe: , 906, 
Administrative and general expense , 593, 81 
Depletion 18, 
Depreciation 1, 200, 000 
Amortization (other) 6, 369 
Exploration and development costs | 455, 179 
Taxes: State and miscellaneous Federal_---| 1, 211, 732 
Federal income tax (before tax saving) 225, 000 


Total interstate | 15, 804,312 
Specific distribution expenses: 


Distribution 
Customers’ accounting, collection, and sales 


& 8852 
S$SESeIs 





expe! 161, 917 | 
Administrative and general. . ._.. abpe 17, 27 
Depreciation 





82, 
126, 981 
592, 160 

14, 986,419 | . 18,507,718 | 17,307,760 























| 


8 


Future operating expenses —The operating expenses as determined 
for the purpose of estimating the future cost of interstate service are 
based primarily on the actual operating cost for the year 1940, the 
latest available data in the record. That year reflects an increase of 
$2,300,000 over the operating expenses of 1939 and is the best guide 
to present and future costs. 

The Commission finds that the following adjustments to 1940 costs 
are reasonable and proper for the purpose of estimating future operat- 
ing expenses for ‘rate fixing: 


g 


6, 
2, 
3, 


000 
158 
644 
104 
, 036 
, 496 
896 
338 
480 


PPM MM N= 
= 
oo 


I 


_ 


anna 
S258 3 


Increase in wages not reflected in 1940 operating costs_____..---- $202, 172 
Increase in West Virginia property taxes not reflected in 1940 oper- 
ating costs $1, 751 
Decrease due to the following nonrecurring costs which were in- 
cluded in administrative and general expenses for 1940: 
Cost of moving company office from Pittsburgh, Pa., 
to Clarksburg, W. Va 
Experimental liquefying gas plant 
Pennsylvania State income tax 


Fy 


Increase in exploration and development costs to allow an average 
amount of $600,000 annually in the future costs 


Total net increase over 1940 operating expenses 
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Federal income taxw.—In accord with practice, Hope’s income tax 
return for 1940 was prepared on a tentative basis. The evidence in 
the record shows that the net taxable income was approximately 
$3,801,304 for 1940 and was $1,160,733 for 1939, that the tax rate was 
24% for 1940 and 16.5% for 1939, and that the income tax was ap- 
proximately $912,313 for 1940 and was $191,524 for 1939. 

The company does not report operating revenue deductions for tax 
purposes the same as it records them on its books.*° Adjustments for 
rate-making and accounting purposes do not affect operating expenses 
for tax purposes, because that amount is determined by the adminis- 
tration of the federal revenue acts. The complete effect of all Com- 
mission adjustments is shown by any increase or decrease in revenues 
which results from a rate order. In order to determine a reasonable 
allowance for income taxes it is necessary only to apply the proper tax 
rate to the net taxable income applicable to the test year and to give 
effect to any tax saving or increase by reason of a change in revenue 
due to a rate order. 

A combined normal and surtax rate of 40% is being discussed in 
Congress. We will use that rate for the purpose of computing the 
future income tax allowance. Based on 1940 net taxable income of 
$3,801,304 the income tax would be $1,520,522 at a 40% tax rate. 

Each dollar of the indicated reduction in gross revenues will result 
in a reduction of forty cents in income taxes. The following compu- 
tation shows the indicated reduction in rates and the amount of income 
taxes by applying the rate of return found to be fair and which is 
discussed in the subsequent section : 








tax saving 


Operating revenues from interstate sales._........................-..--. 


— ions: 
terstate operating expenses (excluding income taxes).............. 
Other INI del lnk diaaetied incineaheantabibaphiehcsnccehed 
——e of costs to local West a sales ! 
ederal income tax at 40 percent. 


$19, 206, 755 


Net operating revenue from interstate sales___..._................- 
Return at 6% percent on interstate rate Ee of $33 Sp 6tascraseunees 


Excess earnings before income tax saving 
Income tax saving 


2, 191, 314 


Excess earnings after income tax saving. 





1 Computed as follows: 
West See TETTG. ... .......ss~erenvnudatdanussunsbtonanasedtl. $3, 435, 675 
Specific distribution expenses... ......................-.-..-------0- $620, 252 
Return at 6% percent on distribution property...................... 121, 348 741, 600 
Allocation of costs to West Virginia sales...............-.....----------------------- 2, 694, 075 





*® The net income per books in 1940 was $5,234,175 after book income taxes of $928,793 
or $6,162,968 before income taxes. The net taxable income for that year was $3,801,304, 
showing that Hope claimed $2,361,664 for tax deductions not reflected in operating 
expenses on its books. 
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The Commission finds that the amount of $76,579 is an adequate 
allowance for Federal income taxes for the future.™ 

The operating expenses allowed for the future are shown by the 
functional classification in the following tabulation : 


Interstate o ting expenses: 
Natural gas production 
Gas purchased 

mission 


Amortization (other) 

Exploration and development costs 
Taxes—state and m 

Federal income tax 


Specific distribution expenses: 
Distributio 
Customers’ accounting, collection and sales promotion. -_- 


Many factors enter into the determination of what constitutes a 
fair rate of return in each rate case. The Supreme Court has stated 
the principal factors in Bluefield Water Works & Improvement Co. 
v. Pub. Serv. Comm., 262 U. 8. 679, 692-8. They are that the return 
of a public utility shall be equal to that generally being made at the 
same time and in the same region on investments in other enter- 
prises attended by corresponding risks and, that the return should 
be sufficient to assure confidence in the financial soundness of the 
utility and to maintain its credit and enable it to attract the capital 
necessary for the proper discharge of its public duties. 

The record contains an abundance of evidence on the subject of 
rate of return. The information includes investors’ appraisal of the 
natural gas industry, comparative risk data, interest rates and yields 
on securities of natural gas and electric utilities, statistics showing 
the growth and stability of the natural gas industry, the trend of 
the cost of money and its current cost, commodity price indices, in- 
dustrial production, employment, and payroll indices, federal re- 

= Computed as follows : 


Net taxable income for 1940 
Reduction in revenues. 


Revised net taxable income. 
Tax rate 
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serve bank rediscount rates, national income payments and other 
economic data, idle money statistics, the financial history of the Hope 
Company and the facts about recent financing by its parent Standard 
Oil Company. That evidence reveals unmistakably that, compared 
to industrial and railroad enterprises, the utility business has rela- 
tively greater stability. Moreover, it shows also that interest rates 
generally are now lower than they have ever been in this century; 
it discloses that the yields on better issues of natural gas company 
bonds sold in the last year or two are close to 3%. 

The Company’s contention that it should be allowed a rate of re- 
turn not less than 8% is unreasonable. The record shows that the 
Hope Company is a seasoned enterprise whose risks have been mini- 
mized by (1) ample past and present provisions for depletion and 
depreciation with concurrent high profits; (2) protected established 
markets, through affiliated distribution companies, in populous and 
industrialized areas; and (3) available supplies of gas locally to meet 
requirements, except on certain peak days in the winter, which it is 
feasible to supplement in the future with gas from other sources. 
During the forty-two years of its history, to 1941, Hope has earned 
on its owners’ equity an annual average profit of 12% and, in addi- 
tion, has built up through annual provisions charged to expense, 
depletion and depreciation reserves far in excess of requirements. 
Hope faces no hardship with respect to increased taxes, operating 
expenses, and inflation, greater than those faced by similar enter- 
prises. The company’s efficient management, established markets, 
financial record, affiliations, and its prospective business place it in 
a strong position to attract capital upon favorable terms when it is 
required. 

In making the findings on rate of return, the national and inter- 
national situations have commanded our attention and entered our 
deliberations. The Commission is aware of the increased demands 
made upon Hope for gas due to the war program. Considering these 
matters, the underlying factors, and all of the evidence in the record, 
the Commission finds that 614% is the fair rate of return for the 
Hope Natural Gas Company. This rate of return being for the 
future, has been set only after endeavoring to weigh all known and 
predictable elements; in setting it we have made allowance for pres- 
ently unforseeable contingencies. Our views on the subject of rate of 
return are consonant with recent decisions by the Supreme Court 
and other courts and commissions involving natural gas companies.” 


= Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575; Peoples Gas 
Light & Coke Co. vy. Slattery, 373 Ill. 31, 25 N. BE. (2d) 482, 500-501, 31 P. U. R. (N. 8.) 
198, 217-218, App. dis. 309 U. 8. 634; Hast Ohio Gas Co. v. Cleveland, 27 P. U: R. (N. 8.) 
887, 412, Aff. 137 O. S. 225, 28 N. BE. (2d) 599, 612, 35 P. U. R. (N. 8.) 158, 174-175; Re 


Montana-Dakota Utilities Co., 32 P. U R. (N, 8.) 121, 128; See In the Matter of Canadian 
River Gas Co. et al., supra. 
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LAWFULNESS OF PAST RATES 


In 1988 the cities of Cleveland and Akron, Ohio, filed complaints 
with the Federal Power Commission alleging that the rate which 
Hope charged East Ohio Gas Company was unjust, unreasonable, and 
unlawful. These complaints were registered before Hope filed its 
five interstate wholesale rate schedules which are involved in these 
proceedings. The acceptance of a rate schedule for filing does not 

mean that the Commission approves it, and does not establish the 
justness or reasonableness of the rate. Jn the Matter of Home Gas 

Co., 39 P. U. R. (N. S.) 102, 109, 2 F. P. C. 402. On October 14, 1938, 

this Commission instituted an investigation of the reasonableness of 
all of Hope’s interstate rates. If it had been possible to adduce the 

volume of evidence required for the disposition of such a complex 
matter within a few months, the Commission would have prescribed 
the reasonable interstate wholesale rates for 1939 and subsequent 
years. The City of Cleveland raised the issue of the lawfulness of 
the rate charged by Hope to the East Ohio Gas Company and asked 
this Commission, as an aid to state regulation, to make a separate 
determination of the reasonable rates since June 30, 1939. Originally 
the City of Cleveland requested this Commission to find the lawful 
Hope-East Ohio rates since June 21, 1938, but it now represents that 
the subject is idle for rates prior to June 30, 1939, because those rates 
which Cleveland consumers were obligated to pay East Ohio have 
been settled. The Commission does not have the authority to fix rates 
for the past and to award reparations. But Congress did empower 
and instruct the Commission in section 5 (a) of the Natural Gas Act 
to fix future rates, and as a step in that process we must necessarily 
consider the reasonableness of past and existing rates. When the 
issue is raised and the public interest will be served, we consider 
as a hecessary part of that duty the power to examine the entire 
rate problem involved and to determine what rates were lawful in 
the past. Also, section 14 (a) of the Act authorizes the Commission 
to investigate any facts which it finds necessary in order to determine 
whether Hope has violated any provision of the Natural Gas Act. 
Furthermore, the Commission has power to perform any act, pursuant 
to section 16, which is necessary or appropriate to carry out the pro- 
visions of the Act. Under section 4 (a) of the Act any interstate 
wholesale rate that is not just and reasonable is unlawful. Federal 
Power Commission v. Natural Gas Pipeline Co., 315 U.S. 575. Hope’s 
rate collected from East Ohio Gas Company was lawful after June 
21, 1938, the effective date of the Act, only to the extent that it was 
just and reasonable. The City of Cleveland states that the Ohio Com- 
mission is investigating the reasonableness of the East Ohio Gas Com- 
pany’s bonded retail rates in Cleveland for the period since June 30, 
1939, and that the lawfulness of Hope’s rate is an important factur 
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in the case. Since the enactment of the 1988 Natural Gas Act this 
Commission has had exclusive jurisdiction to determine the lawfulness 
of the interstate wholesale rates charged by Hope and other natural 
gas companies.* 

In response to the request of the City of Cleveland, the Commission 
will make the appropriate findings of fact as to the lawfulness of the 
rates charged East Ohio by Hope since June 30, 1939.. The Interstate 
Commerce Commission has furnished precedents for the performance 
of this public duty.* Congress intended that this Commission co- 
operate with state commissions and municipalities, and the provisions 
of sections 5 (b) and 17 are special evidence of such intent. 


REASONABLE EARNINGS AND RATES FOR THE FUTURE 


Future reasonable earnings and rates must be fixed with considera- 
tion of a forecast of operating revenues and expenses. The most recent 
experience of the company is the best guide for prognostications. The 
president of the company predicted a great increase in sales for 1941 
over 1940. Comparative income figures for the first quarters of 1940 
and 1941 show an increase of $592,000 in net operating income, or about 
20%. ‘The increasing demands for natural gas in the industrialized 
areas of Hope’s markets are common knowledge. It seems certain that 
1940 will be the lowest year, on an earnings basis, of the 1940-44 period. 
Upon a consideration of all the relevant facts in the record and the 
future prospects, the Commission finds that 1940 is a conservative 
“average” year and should be used in rate-making in these proceedings. 
This is a conservative basis because allowance will be made for all 
probable future increases in the rate base and operating expenses, while 
the operating revenues for the relatively low year of 1940 are employed 
as the test in fixing rates for the future. 

Applying the 614% rate of return to the rate base for the future of 
$33,712,526, produces $2,191,314 as the amount of annual return which 
the company is entitled to earn in the future. Hope’s income available 
for return is not less than $5,801,171, so the excess of $3,609,857 is the 
sum by which existing revenues must be reduced. 

Hope’s gas sales revenues are classified between intrastate sales and 
interstate sales for purposes of determining the sales and rates subject 
to the jurisdiction of this Commission. 

Hope’s entire properties are located within the State of West Vir- 
ginia and production, transmission, compressing, and general facilities 
are used jointly for intrastate or local sales and interstate or export 

* Sections 1, 2, 4, and 5 (a). See Missouri v. Kansas Natural Gas Co., 265 U. 8S. 298, 
808 ; Illinois Natural Gas Co. v. Central IWinois Public Service Co., 314 U. S. 498, 506; 
Kentucky Nat. Gas Corp. v. P. 8. 0., 28 F. Supp. 509, 513, aff. 119 F. (2d) 417. 

™ W. A. Barrows Porcelain Enamel Co. v. Cushman Motor Delivery Oo., 11 M. C. C. 365, 
866 ; Divie Mercerizing Oo. v. ET & WNO Motor Transp. Oo., 21 M. C. C. 491, 492. See: 


United States v. Morgan, 307 U. 8S. 183, 318 U. 8. 409; Lima Tel. Co. v. P. U. O., 98 O. 8. 
110, 120 N, EB. 330, 
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sales. Theferore, a classification or allocation is necessary to determine 
operating expenses and return applicable to the interstate business. 
Certain direct costs pertaining to distribution property and sales in 
West Virginia are easily segregated from the joint costs. The alloca- 
tion of the remaining joint costs is made in accordance with the fol- 
lowing facts and principles which are undisputed in the record and 
accepted by all parties to these proceedings. 

The company’s local retail business in West Virginia is incidental 
to its major business of exporting gas from West Virginia. In deter- 
mining the allocation of joint expenses to the local West Virginia 
business, this fact was given consideration, with the result that a 
smaller amount of expenses was allocated to that business than would 
have resulted by the application of one of the customary allocation 
methods. Briefly, the amount of joint expenses (including return) 
allocated to the local business was that amount which, together with 
the specific local expenses, would give the company a 614% return on 
the net investment in property used exclusively in the local business. 
As indicated above, a more orthodox allocation probably would have 
resulted in assigning a larger share of the joint costs to the West 
Virginia sales and a greater amount of the excess profit, although the 
amount would not be material, to the interstate sales. The method 
used was proposed by representatives of the company and was not 
controverted. 

The following schedule (col. (c)) shows the excess of future net 
operating revenue over 614% return on the interstate rate base, and 
columns (d) and (e) show the prescribed rates and revenues after 
giving effect to the rate reduction: 


Net operating income available for return 
Rate base for interstate sales $33,712,526 


After reduction 


(a) 


Operating revenues from interstate sales: 
East Ohio Gas Co 


Fayette County Gas Co 
Manufacturers Light & Heat Co 


6, 
(83, 275) | 
(2, 694, 075) 
Total deductions from interstate revenues. 13, 495, 584 
Net operating income from interstate sales §, 801, 171 
6}4 percent return on interstate rate base 2, 191, 314 | 


Excess of future net operating income over 64 
percent return on interstate rate base 


1 It is not considered necessary to refine seu rates per M. c. f. more than the prescribed rates shown 
above and the result is the margin of $19 
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The company’s intrastate rates are under the jurisdiction of the 
Public Service Commission of West Virginia. The West Virginia 
commission and the State of West Virginia are intervenors in these 
proceedings and no objection was made by them to the method used 
herein for the allocation of cost to local operations in West Virginia. 

The evidence on the cost of service allocated among the five cus- 
tomer companies and the conditions of service for the respective com- 
panies disclose that no reduction in rates is applicable to the affiliated 
River Gas Company. Among other reasons for this determination, is 
the fact that the River Gas Company is a small company and has a 
poor load factor. Accordingly, the total amount of the reduction in 
interstate rates is applicable to the East Ohio Gas Company, Peoples 
Natural Gas Company, Fayette County Gas Company and the Manu- 
facturers Light and Heat Company. The present average rates per 
M. c. f. are 36.5¢ for East Ohio Gas Company, 35.5¢ for the Peoples 
Natural Gas Company, 35¢ for the River Gas Company, and 31.5¢ for 
Fayette County Gas Company and the Manufacturers Light and Heat 
Company. 

The conditions and characteristics of service, required by the con- 
tracts, are similar for the East Ohio Gas Company and the Peoples 
Natural Gas Company with respect to obligations and priorities by 
classes of consumers, but there is a great difference with regard to 
delivery pressures. Hope Company delivers gas to the East Ohio 
Company at sufficiently high pressures so that no additional com- 
pression is required by the East Ohio Company for delivery of the 
gas to the ultimate consumers. On the other hand, Hope delivers gas 
to the Peoples Natural Gas Company, at various pressures into that 
company’s Brave Compressor Station, and the Peoples Company 
must compress the gas for transportation to the ultimate consumers. 
From the evidence we conclude that the differential of one cent between 
the average price per M. c. f. for gas sold to the East Ohio and the 
Peoples Companies is reasonable, and it reflects the difference in the 
cost, conditions, and characteristics of service. 

Considering the cost of rendering service to the Fayette County 
Gas Company and the Manufacturers Light and Heat Company, and 
the conditions and characteristics of service to those companies, the 
fact that Hope knows precisely what deliveries it must make to them 
from day to day and the fact that those two companies buy less than 
6% of the total gas sold by Hope, the Commission finds that the rate 
for these companies should not be different from the rate paid by the 
Peoples Natural Gas Company. In the absence of compelling reasons 
to the contrary, it is good and desirable practice to fix rates that are 
uniform. Applying this principle in these proceedings the Commis- 
sion will prescribe uniform rates for the Peoples Natural Gas Com- 
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pany, Fayette County Gas Company and the Manufacturers Light 
and Heat Company. 

After considering all the evidence with respect to Hope’s interstate 
wholesale rates and the proper average rates per M. c. f. for the five 
customer companies at the respective points of delivery, the Commis- 
sion finds the following rates to be just and reasonable: 


Average rate 
per M. c, f.—cents 
East Ohio Gas Co 
Peoples Natural Gas Co 
Fayette County Gas Co 
Manufacturers Light & Heat Co. 
River Gas Co 


In passing, it might be noted that the over-all rate of return for 1940 
would have been 8% if the new rates had been in effect that year and 
if the earnings from the distribution property had remajned un- 
changed. This rate of return is reduced to 614%, because of esti- 
mated increase in expenses and increase in rate base which we have 
allowed for the future. 

Appropriate findings and order will be entered in accordance with 
this opinion. 

Lxxanp Oxps. 
Craupe L. Draper. 
Bast Man ty. 
Ciypg L. Szaver. 


CONCURRING OPINION 


Manty, Commissioner, concurring: 

I have joined in the majority opinion of the Commission in this case, 
with respect to the deduction of the “depreciation reserve requirement” 
in preference to the depreciation reserves carried on the books of the 
company, because such action seems to be required by the precedent 
established by the unanimous decision of the Commission in the [nter- 
state Power case.** 

In that case the depreciation reserves carried on the books of the 
Interstate Power Company were obviously deficient, as a result of 
“ynsatisfactory” and “haphazard” accounting practices. They 
amounted to only about 214 percent of the electric plant account. If 
these utterly deficient book reserves had been accepted as the proper 
deduction for depreciation in arriving at the rate base, it would have 
given the company an advantage to which it was not entitled and would 
have resulted in imposing an unfair burden on the consuming public. 


% In the Matter of Interstate Power Co., 32 P. U. R. (N. 8.) 1, 10, 2 F. P. C, 71. 
582231—44—-vol. 3-13 
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The Commission, therefore, in that case as in the present case, de- 
termined on the record what the proper “depreciation reserve require- 
ment” should be and deducted that amount in arriving at the rate base. 
In the Jnterstate case such requirement was found to be approximately 
28 percent of the electric plant account, or more than ten times the pro- 
portion carried on the company’s books. In the instant case the re- 
serves carried on the books are in excess of what the Commission has 
determined to be a proper reserve requirement, but the principle is 
exactly the same. We cannot, without discrimination, apply one 
principle in cases where the reserves are deficient and another where 
they are excessive. To do so would undermine the very foundation of 
utility regulation. 

It may be noted also that, while many of the natural gas companies 
have built up excessive depreciation reserves, largely because they had 
no sound basis for determining the probable service life of their prop- 
erties, this is not true in the electric utility industry. There it is 
probable, although no exact determination has been made, that a ma- 
jority of the companies have established inadequate depreciation 
reserves. To apply the principle of deducting book reserves to the 
electric utility industry would therefore be grossly unfair to a large 
part of the consuming public. 

Attention should also be directed to the fact that, until the passage 
of the Federal Power Act in 1935 and the Natural Gas Act in 1938, 
the depreciation policies of both the electric utilities and the natural 
gas companies, as regards their interstate operations, were not sabject 
to regulation. Under such conditions, while it is true that the amounts 
set up on the books as depreciation réserves were derived from revenues 
collected from customers, they did not, as under regulation, play a 
determining part in fixing the level of rates and the consequent amount 
of the revenues. Without regulation, the good old rule of “What the 
traffic will bear” is controlling and depreciation policies are an after- 
thought, determined by the management and board of directors. It 
follows therefore that, during the pre-regulatory period, the customers 
would not have contributed any more or less to the company’s revenues, 
regardless of what depreciation program was pursued. 

Finally, it may be noted that if the Hope company in the instant 
case had been improvident and dissipated its earnings to such an ex- 
tent that its depreciation reserves should now be grossly deficient, the 
utmost that the Commission could do would be to direct the deduc- 
tion of a proper “depreciation reserve requirement.” It is difficult, 
therefore, to understand how it can be argued that, because it has 
prudently set aside for depreciation an amount greater than such 
requirement, it should now be penalized in fixing its rate base. Such 
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a policy, it seems, would place a premium on improvident and waste- 
ful management because, until the Commission has made its official 
determination of the reserve requirement, no one can say with assur- 
ance what it should be. 

If the Commission, in the years that lie ahead, consistently requires 
proper reserve requirements to be set up on the books of interstate 
electric utilities and natural gas companies, and proper annual depre- 
ciation to be set aside, the time will soon come when all such com- 
panies will be on a uniform basis and the book reserves may properly 
be deducted in arriving at the correct rate base. If such consistent 
policies are not’ followed, regulation will inevitably collapse under 
the unequal strains which have been imposed. 


DISSENTING OPINION 


Scorr, Commissioner, dissenting in part: 


This proceeding poses such a basic problem of regulation that I am 
constrained to dissent in part. 

The majority has found a rate base in the amount of approximately 
$33,712,526, and has predicated the rates which it has preseribed upon 
the basis of allowing the Hope company a return of 614% upon that 
base. 

Upon the record in this proceeding, I believe that the rate base for_ 
Hope Natural Gas Company can be reasonably determined not to 
exceed the sum of $17,662,792.% Using this figure as a predicate, 
a further reduction of some $1,040,000 in net revenue to Hope is clearly 
indicated. 

It seems to me that this case is an appropriate one in which to estab- 
lish the concept that true prudent investment in property of the utility 
dedicated to the public service is a fair and proper rate base. In 
this regard, the recent decision of the Supreme Court in the Natural 
Gas Pipeline Company of America case™ affords ample authority for 
the use of prudent investment. The problem, then, is to determine 
what is the amount prudently invested by the Hope Company in the 
properties now devoted to public service. This problem does not 
appear too difficult. 

The total cost of plant used and useful in the public service has 
been found by the Commission to be approximately $52,000,000. 

The depreciation and depletion reserves, as of December 31, 1940, 
as shown on Hope’s books, attributable to this property was approxi- 


%¢ It might even be set at a lower amount ; see discussion following. 
Federal Power Commission, et al. v. Natural Gas Pipeline Company of America, et al., 
315 U. 8, 575, 62 S. Ct. 736. 
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mately $38,377,750.°* In addition, it should be noted that Hope has 
in the past transferred $7,552,919 from depreciation and depletion 
reserves to earned surplus.” It is unquestioned that every single 
dollar in the depreciation and depletion reserves (as well as the 
$7,552,919 transferred from those reserves to surplus) has been taken 
from gross operating revenues whose only source was the amounts 
charged customers in the past for natural gas. It is, therefore, a fact 
that the depreciation and depletion reserves have been contributed 
by the customers and do not represent any investment by Hope. 
Indeed, J. C. Chisler, vice president and treasurer of Hope, testified 
that it had been the company policy to retain revenues obtained 
through the medium of depreciation to finance and to develop its 
property. 

The funds accumulated by such charges to operating expenses, the 
net total of which is represented by the amount in these reserves, 
have been used to build property now in service. 

As was pointed out in the Lindheimer case: *° 


* * * * According to the practice of the Company, the depreciation 


reserve is not held as a separate fund but is invested in plant and equipment. As 

the allowances for depreciation, credited to the depreciation reserve account, 

are charged to operating expenses, the depreciation reserve invested in the property 

thus represents, at a given time, the amount of the investment which has been 

made out of the proceeds of telephone rates for the ostensible purpose of 
~replacing capital consumed. * * * 


It is proper, of course, that depreciation and depletion reserves 
should be accumulated from consumer payments for service to assure 
that the capital embarked in the enterprise by the utility owner shall 
remain unimpaired. But it is an equitable corollary of the duty 
which rests upon the consumer that he shall not be required to pay a 
return on amounts which, in fact, he, rather than the owner of the 
utility, has contributed. 

The majority has very properly pointed out that property which 
has been constructed by past charges to operating expense, such as 
well drilling and overhead charges, should not be permitted to be 


* The depreciation and depletion reserve per books at December 31, 1940, totals $46,- 
654,691. $4,819,640 of this amount is attributable to the property of the Reserve Gas 
Company merged into Hope in 1939, but, as is pointed out by the majority in a footnote, 
the property and income of Reserve have been segregated and excluded for purposes of these 
proceedings. $1,866,887 of the reserve is applicable to distribution property with which 
we, of course, are not here concerned. $1,590,414 represents charges to the reserve by 
reason of adjustments thade in plant accounts at December 31, 1938, but not recorded on 
the books. The book reserve, therefore, applicable to Hope's property with which we 
are concerned is thus $38,377,750. The deduction of this reserve from $51,957,416, cost 
as found by the majority, leaves $13,579,666, to which is added (per the majority opinion) 
$4,083,126 for net capital additions 1941, 1942, and 1943, useful unoperated acreage and 
working capital, making a total of $17,662,792. 

8° If correction be made for this transfer, the rate base would not exceed $10,109,873. 

#@ Lindheimer v. Illinois Bell Telephone Company, 292 U. 8. 151, 168. 
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capitalized for:ratemaking—or for any other—purposes. This: is 
based on the simple equitable principle that the customer should not 
be required to pay more than oncé. With this position of the majority, 
I am, of course, entirely in accord. Moreover, I can see no distinction 
between property which has been constructed by the company through 
charges upon the consumers by operating expenses labelled, for ex- 
ample, “well drilling expense” and property which has been con- 
structed by the company through charges upon the consumers by oper- 
ating expenses labelled “depreciation and depletion expense.” In 
the latter case, equally with the former, the only amount éwested by 
the utility owner in the business is the amount over and above the 
amount of property whose construction was paid for by operating 
expense charges. Consequently, if we are setting as the rate base 
the prudent investment by the owner in the property, we should not 
permit the owner a return on something which quite patently he has 
not invested in the property.” 

This principle is eminently fair in practice and is certainly not new 
in utility regulation. For example, in the case of Re Mondovi Tele- 
phone Company, P. U. R. 1933B, 319, the Wisconsin Commission con- 
cluded that: 


* * * Customers who have unwittingly been financing property additions 
in the manner shown [by charges to operating expenses made by the company 
for capital additions] should not be expected to pay rates which will allow a 
return on the property so paid for.* 


Whether customer contributions be made directly for the purpose 
of building specific additions to plant or whether they be made some- 
what indirectly but are likewise used for the construction of plant, 
there is no reason in either case why the customers, having contributed 
the funds to build the plant, should be required to pay to the utility 
company a return on the amount they have contributed. 


“The same principle, of course, would apply to a so-called fair value rate base. In 
that case the only amount to be “valued’’ would also be the amount invested by the owner 
and not that amount contributed by the consumer. 

*® The exact facts as set out by the Commission were as follows (pp. 321-2) : 

“* * * year after year certain items of capital expenditure, notably wages of labor 
used in making additions to plant, were charged to operating expenses. The revenues 
received from subscribers, through the rates charged for service, more than covered these 
operating expenses, including items of expenditures for plant additions erroneously in- 
cluded in maintenance expense. In other words, the rates paid by subscribers were suffi- 
cient not only to pay running expenses but also to pay labor used in adding to the prop- 
erty. In addition, these rates provided a return enabling the company to pay dividends 
in every year except one during the past eighteen years, these dividends averaging just 
under 8 percent on the stock outstanding during the 18-year period. The effect of including 
in the appraisals property so paid for and then using these appraisals in determining a rate 
base is to require customers to pay twice.. Year after year, through these erroneous 
charges to operating expense, subscribers have been paying for plant additions, and now, 
if the appraisal values are used as a rate base, subscribers will be forced to pay a return 
on property already paid for by them. 

“Such a result, in our opinion, would be grossly unfair. * * *” 
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In the Mondovi case the precise problem of deduction of the full 
depreciation reserve was also directly involved. The depreciation 
reserve was admittedly in excess of the existing depreciation in the 
property, i. e., the used-up service capacity of the property. But the 
Wisconsin Commission said: 


* * * The question now arises whether the entire [depreciation] reserve 
should be deducted from the property and plant account to arrive at a proper 
rate base. Because of the fact that any excess in the reserve over and above 
an amount representing the used-up service capacity of the property is made 
up of “involuntary” contributions on the part of the subscribers, we, do not 
believe that the company is entitled to earn a return on property financed by 
such contributions. * * * 


The majority itself has pointed out that with respect to cost of 
property the Supreme Court of Appeals of West Virginia has taken 
a position on consumer contributions to capital in the form of over- 
heads which is identical with this one.** 

Certainly the fact that not only the overheads but the direct cost, 
as well, of the property financed by the depreciation and depletion 
reserves have been contributed by the customers should emphasize 
the lack of equity in requiring the public to keep on paying a return 
on that which it has contributed to the property. There is neither 
fairness nor economic necessity in such a requirement. 

Nor are we without specific authority of the United States Supreme 
Court on this exact point. In the case of Louisiana R. R. Comm. vy. 
Cumberland Tel. Co., 212 U. 8, 414, the Court pointed out (p. 424) : 


* * * It was obligatory upon the complainant to show that no part of the 
money raised to pay for depreciation was added to capital, upon which a return 
was to be made to stockholders in the way of dividends for the future. It 
cannot be left to conjecture, but the burden rests with the complainant to show 
it. It certainly was not proper for the cofmplainant to take the money, or any 
portion of it, which it received as a result of the rates under which it was operat- 
ing, and so to use it, or any part of it, as to permit the company to add it to its 
capital account, upon which it was paying dividends to shareholders. If that 
were allowable, it would be collecting money to pay for depreciation of the 
property, and, having collected it, to use it in another way, upon which the com- 
plainant would obtain a return and distribute it to its stockholders. That it 
was right to raise more money to pay for depreciation than was actually dis- 
bursed for the particular year there can be no doubt, for a reserve is necessary 
in any business of this kind, and so it might accumulate, but to raise more than 
money enough for the purpose and place the balance to the credit of capital upon 
which to pay dividends cannot be proper treatment. * * * 


What the Court there condemned is what Hope claims here. 
The majority has found that $22,328,016 is money enough for the 
purpose of a reserve for depreciation. It also appears from the 


* City of Wheeling v. Natural Gas Co. of W. Va., 115 W. Va. 149, 175 S. E. 339, 5 
P. U. R. (N. 8.) 471; Natural Gas Company of West Virginia vy. Public Service Commis- 
sion, 95 W. Va. 557, 121 S. EB. 716, P. U. R. 1924D, 346. See also Re Reedsburg Telephone 
Company, 7 P. U. R. (N. 8.) 389, 395. 
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record that Hope has accumulated $16,049,734 more than enough for 
this purpose, or $23,602,653 more than enough if adjustment be made 
for the transfers from depreciation and depletion reserves to sur- 
plus. This balance of approximately $23,600,000 the majority per- 
mits Hope to place to the credit of capital upon which dividends may 
be paid—a result which the Supreme Court in the Cumberland Tele- 
phone Company Case, supra, unequivocally states “cannot be proper 
treatment.” Certainly it cannot be gainsaid that Hope has taken this 
portion of the depreciation and depletion money which it received as 
a result of the rates under which it was operating and has so used it 
“as to permit the company to add to its capital account upon which 
it was paying dividends to shareholders.” Hope has done this for 
practically its entire history. It seems to me that simple justice to 
the consumers demands that we follow the injunction of the Supreme 
Court and call a halt to this unjustified exploitation of the public. 

The Supreme Court, in the Lindheimer case, supra, appears. clearly 
to support my conclusions when it said at page 169: 

* * * But if the amounts charged to operating expenses and credited to 
the account for depreciation reserve are excessive, to that extent subscribers for 
the telephone service are required to provide, in effect, capital contributions, not 
to make good losses incurred by the utility in the service rendered and thus to 
keep its investment unimpaired, but to secure additional plant and equipment 
upon which the utility expects a return. 

I can find no justification whatever for permitting Hope to con- 
tinue to make profits upon capital which it has required the public to 
contribute to its business. We, certainly, are under no constitutional 
compulsion or requirement to permit Hope longer to take such profits. 
For, as Chief Justice Stone stated in the Natural Gas Pipeline Co. of 
America case: 

* * * The Constitution does not require that the owner who embarks in a 


wasting asset business of limited life shall receive at the end more than he has 
put into it. * * * 


Obviously, the fictional character of the company’s claim of property 
permeates any suggestion of confiscation, There can be no confisca- 
tion of property when the property claimed taken is made up of 
“involuntary” contributions on the part of consumers. 

Over its entire history, the investors in Hope have earned extra- 
ordinarily generous returns upon their invested capital.“ The entire 


“The case of Board of Public Utility Commissioners v. New York Telephone Co., 271 
U. 8. 23, is in no way contrary to this position. As was pointed out by the West Virginia 
Supreme Court of Appeals in Wheeling v. Natural Gas Co., eupra: “An examination of that 
ease shows that the board of commissioners had directed the company to make up current 
losses out of reserves accumulated in the past. No question was raised there in regard 
to including property in the rate base which had theretofore been paid for out of operat- 
ing expenses.” 

* During period 1908-1940, $97,273,640 in cash dividends have been paid by the Hope 
Company. 
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investment in Hope, as pointed out in the majority opinion, is repre- 
sented by capital stock. From its very inception through 1940 the 
investors have received in cash dividends an annual average of 20% 
on the average amount of capital stock issued for cash or other assets. 

Part of the stock of Hope now outstanding represents common stock 
dividends issued from time to time, and it appears that Hope has paid 
over its entire history average annual cash dividends of approximately 
13 to 14% on all its common stock, including not only stock issued for 
cash or assets but also stock issued as dividends. Its depreciation and 
depletion reserve has been built up after such earnings were paid out. 
Obviously, a utility company which has existed for 43 years—through 
several major economic crises in the country—with such an extraor- 
dinary rate of earnings can hardly claim in any good conscience to be 
entitled to continue to make additional returns upon sums patently 
contributed by its customers. 

The prudent investment doctrine as classically expounded by Mr. 
Justice Brandeis in the Southwestern Bell case, 262 U. S. 276, 289, 
was designed to afford the utility investor assurance that he would 
always receive a fair return upon his investment and to save the con- 
sumer from being required to pay a return upon any increment above 
that investment. It was never intended to serve as a method by which 
the utility investor was to be permitted to earn a return upon funds or 
property contributed by someone other than himself. 

Mr. Justice Brandeis pointed out almost at the very outset of his 
opinion that: 

* * * The thing devoted by the investor to the public use is not specific 
property, tangible and intangible, but capital embarked in the enterprise. * * * 

The investor agrees, by embarking capital in a utility, that its charges to 
the public shall be reasonable. * * * 

The basic theme of the entire opinion is that the amount upon which 
the investor is entitled to earn is his investment in the utility and 
no more. This is so patently fair to all concerned that it should 
require no further comment. 

This case may seem like a hard one in which to apply this very 
fundamental and sound principle because of the fact that its applica- 
tion would result in the reduction of the rate base to a comparatively 
low figure. But there is no injustice in limiting the company to a 
return on its investment, while there is, on the other hand, great in- 
equity in requiring, as does the majority, the consumers to pay a 
return on some sixteen to over twenty-three and a half millions of 
dollars which they have contributed to the building of the Hope 
system. 

For these reasons I believe that the rate base should here be the cost 
of property used and useful in furnishing service, less the actual de- 
preciation and depletion reserves attributable to such property. ' 
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Findings as to lawfulness of past. rates 


City of Cleveland, Complainant v. Hope Natural Gas Company, De- 
fendant; City of Akron, Complainant v. Hope Natural Gas Com- 
pany, Defendant; Pennsylvania Public Utility Commission, Com- 
plainant v. Hope Natural Gas Company, Defendant; Hope Natural 
Gas Company 


(G-100, G-101, G-113, G-127) 


Upon consideration of the City of Cleveland’s complaint and 
amendment, the company’s answers, the petitions and orders previ- 
ously entered in these proceedings, the evidence of record, the briefs 
and oral arguments, and the Commission having on. this date entered 
and issued its opinion in this matter and order, which opinion is hereby 


incorporated by reference and the appropriate portions are made a 
part hereof; 


The Commission finds that; 

(1) The City of Cleveland raised the issue of the lawfulness of the 
rate charged The East Ohio Gas Company by Hope Natural Gas 
Company, and requested this Commission to find the just, reasonable, 
and lawful rate from June 30, 1939, to the date of this determination, 
as an aid to state regulation; 

(2) The Commission has jurisdiction and authority to make such 
findings which are in the public interest ; 

(3) Hope Natural Gas Company is a corporation organized and 
existing under the laws of the State of West Virginia; 

(4) Hope Natural Gas Company purchases and produces natural 
gas within the State of West Virginia; 

(5) Hope Natural Gas Company transports, delivers, and sells 
large quantities of the natural gas referred to in finding (4) to The 
East Ohio Gas Company at points on and along the interstate bound- 
ary between the States of West Virginia and Ohio, which gas is so 
transported and sold at wholesale for the purpose of resale for ultimate 
public consumption at points outside the State of West Virginia ; 

(6) The transportation and sale of natural gas by Hope Natural 
Gas Company stated in finding (5) constitute the transportation and 
sale of natural gas in interstate commerce within the purview of the 
Natural Gas Act, and the rates charged and collected by Hope for the 
gas so transported and sold have been subject to the exclusive jurisdic- 
tion of this Commission since June 21, 1938; 

(7) The evidence of reproduction cost new of the Hope Company’s 
property used and useful in the production, transportation, delivery, 
and sale of natural gas to its five interstate wholesale purchasers (as of 
December 31, 1938), as presented by the company in these proceedings 
is hypothetical, conjectural, and inherently fallacious and cannot be 
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considered as having probative value in the determination of the 
allowable rate base; 

(8) The evidence of the trended “original cost” of Hope Company’s 
property (as of December 31, 1938), as presented by the company, is 
basically erroneous and cannot be considered as having probative value 
in tlie determination of the allowable rate base; 

(9) The Hope Company’s restated “original cost” of its property (as 
of December 31, 1938) erroneously includes items and amounts in excess 
of the actual legitimate cost thereof as such cost is controlled by funda- 
mental principles of cost determination, and as defined in the Federal 
Power Commission’s Uniform System of Accounts and by decisions of 
this Commission ; 

(10) Equity and justice require the elimination of such erroneously 
included items and amounts referred to in finding (9) in determining 
the rate base upon which the company is entitled to earn a fair rate of 
return ; ; 

(11) The actual legitimate cost of Hope Natural Gas Company’s 
property, excluding distribution property, property used to transport 
coke-oven gas, and unoperated acreage, was $51,019,585 for 1939 and 
$51,957,416 for 1940; 

(12) The actual existing depletion and depreciation in Hope Na- 
tural Gas Company’s property was $21,737,823 for 1939 and $22,328,016 
for 1940, and the resulting actual legitimate cost, less actual existing 
depletion and depreciation, and excluding distribution property, prop- 
erty used to transport coke-oven gas, and unoperated acreage, was 
$29,281,762 for 1939 and $29,629,400 for 1940; 

(18) The unoperated acreage was useful or imminently useful and 
the actual legitimate cost of such acreage in the amounts of $567,152 
for 1939 and $566,105 for 1940 should be included in the rate bases; 

(14) Materials and supplies and cash working capital were neces- 
sary in the amounts of $2,100,000 for 1939 and $2,125,000 for 1940, and 
should be allowed in the rate bases; 

(15) For the purpose of determining what rates were just, reason- 
able, and lawful since June 30, 1939, the average rate base represented 
by the actual legitimate cost of Hope Natural Gas Company’s property 
used and useful in rendering interstate service (finding (12)), plus 
the cost of unoperated acreage and the necessary working capital, was 
$32,326,398 for 1939, $32,184,710 for 1940, and $33,712,526 since 1940; 

(16) A rate of return of 614% was liberal for the period of June 30, 
1939, to date; 

(17) The actual operations for 1939 and 1940 are the reasonable and 
proper bases for determining lawful rates in those years, and 1940 
operations, as adjusted, are the reasonable and proper basis for deter- 
mining lawful rates since 1940; 
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(18) The operating revenues from interstate sales were $14,866,894 
for 1939 and $19,296,755 for 1940; 

(19) The proper credit to Hope Natural Gas Company’s operating 
expenses for the excess profits from the gasoline and butane extracted 
from its gas by its affiliate, Hope Construction & Refining Company, 
and for steam and boiler fuel furnished the affiliate, was $352,516 for 
1939, $304,697 for 1940, and $304,697 annually since 1940; 

(20) Reasonable and proper allowances for operating expenses (in- 
cluding amortization of reclassification and rate-case expenses) and 
after allocation of costs to local West Virginia sales, miscellaneous 
gas revenues and the amount of tax required under lawful rates, are 
as follows: 





1939 | 1940 Since 1940 


oan $14, 242, os | $15, 775, 195 $16, ao 
iscellaneous gas revenu , 275 


(68 (83 
Allocation of cxsts to local West Virginia sales | 2,828 18)| (2, 694, 078)| (2, oon avy 
Total deductions from interstate revenues | 11, 848, 649 12, 997, 845 | 13, 495, 584 


(21) The rates charged and received by the company for the trans- 
portation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption were unjust, unreasonable and excessive, 
and therefore unlawful, to the extent of $920,029 for the year 1939, 
$4,210,154 for the year 1940, and $3,609,857 since 1940 (on an annual 
basis), determined as follows: 





1939 1940 | Since 1940 


Revenues from interstate sales j $14, 866, 894 $19, 296, 755 $19, 206, 755 
SCIEN, 9 6 tenons ockhénsqstarsonctaasguek | 11, 845, 649 | 12, 997, 845 13, 495, 584 





} | — | — 
Net operating income from interstate sales... .........-! 3, 021, 245 6, 298, 910 | 5, 801, 171 
64% return on interstate rate base _. a optebteb chen 2, 101, 216 2, 088, 756 2, 191, 314 





920, 029 4, 210, 154 | 3, 609, 857 





(22) The total required revenue for all interstate service of the 
company was $13,946,865 for 1939, $15,086,601 for 1940 and $15,686,898 
annually since 1940; 

(23) Cost, conditions, and characteristics of service show that the 
just, réasonable, and lawful rates for natural gas sold by Hope Natural 
Gas Company in interstate commerce to The East Ohio Gas Company 
for resale for ultimate public consumption were those required to 
produce compensation in the amount of $11,528,608 for 1939, $11,507,- 
185 for 1940, and $11,910,947 annually since 1940; 

(24) The rates charged and received by the Hope Natural Gas 
Company for the transportation and sale of natural gas in interstate 
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commerce to The East Ohio Gas Company for resale for ultimate 
public consumption were unjust, unreasonable, excessive, and there- 
fore unlawful to the extent of $830,892 during 1939, $3,219,551 during 
1940, and $2,815,789 on an annual basis since 1940. 


Order reducing rates 


City of Cleveland, Complainant v. Hope Natural Gas Company, De- 
fendant; City of Akron, Complainant v. Hope Natural Gas Com- 
pany, Defendant; Pennsylvania Public Utility Commission, Com- 
plainant v. Hope Natural Gas Company, Defendant; Hope Natural 
Gas Company 


(G-100, G-101, G-118, G-127) 


Upon consideration of the complaints, answers, petitions, and orders 
previously entered in these proceedings, the evidence of record, the 
briefs and oral arguments, and the Commission having on this date 
entered and issued its opinion in this matter which is hereby incorpo- 
rated by reference and made a part hereof; 

The Commission finds that: 

(1) Hope Natural Gas Company (hereinafter designated as the 
“company”) is.a corporation organized and existing under the laws 
of the State of West Virginia; 

(2) The company purchases and produces natural gas within the 
State of West Virginia ; 

(3) The company transports, delivers, and sells large quantities of 
the natural gas referred to in finding (2) to The East Ohio Gas 
Company and The River Gas Company at points on and along the 
interstate boundary between the States of West Virginia and Ohio, 
which gas is so transported and sold at wholesale for the purpose of 
resale for ultimate public consumption at points outside the State of 
West Virginia; 

(4) The company transports, delivers, and sells large quantities of 
the natural gas referred to in finding (2) to The Peoples Natural Gas 
Company and Fayette County Gas Company at points along the inter- 
state boundary between the States of West Virginia and Pennsylvania, 
which gas is so transported and sold at wholesale for the purpose of 
resale for ultimate public consumption at points outside the State of 
West Virginia; 

(5) The company transports, delivers, and sells quantities of the 
natural gas referred to in finding (2) to The Manufacturers Light and 
Heat Company at points within the State of West Virginia, which gas 
is transported and sold to such purchaser at wholesale for the purpose 
of resale for ultimate public consumption at points outside the State 
of West Virginia; 
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(6) The transportation and sale by the company of natural gas at 
the several points of delivery to the several purchasers and for the 
purposes stated in findings (3), (4), and (5) constitute, in each in- 
stance, the transportation and sale of natural gas in interstate com- 
merce within the purview of the Natural Gas Act, and the rates 
charged and collected by the company for the natural gas so trans- 
ported and sold are subject to the jurisdiction of the Federal Power 
Commission ; 

(7) The evidence of the reproduction cost new of the company’s 
property used and useful in the production, transportation, delivery, 
and sale of natural gas to the interstate wholesale purchasers named 
above (as of December 31, 1938) as presented by the company in these 
proceedings, is hypothetical, conjectural, and inherently fallacious 
and cannot be considered as having probative value in the determina- 
tion of the allowable rate base ; 

(8) The evidence of the trended “original cost” of the company’s 
property (as of December 31, 1938) as presented by the company is 
basically erroneous and cannot be considered as having probative value 
in the determination of the allowable rate base; 

(9) The company’s restated “original cost” of its property (as of 
December 31, 1938) erroneously includes items and amounts in excess 
of the actual legitimate cost thereof as such cost is controlled by funda- 
mental principles of cost determination, and as defined in the Federal 
Power Commission’s Uniform System of Accounts and by decisions of 
this Commission ; 

(10) Equity and justice require the elimination of such erroneously 
included items and amounts referred to in finding (9) in determining 
the rate base upon which the company is entitled to earn a fair rate of 
return; 

(11) The actual legitimate cost of the company’s property, exclusive 
of distribution property, property used to transport coke-oven gas, and 
unoperated acreage was $51,957,416 as of December 31, 1940; 

(12) The actual existing depletion and depreciation in the company’s 
property, exclusive of distribution property, property used to transport 
coke-oven gas, and unoperated acreage, was $22,328,016 as of December 
31, 1940; 

(13) The actual legitimate cost of the company’s property, less 
actual existing depletion and depreciation, exclusive of distribution 
property, property used to transport coke-oven gas, and unoperated 
acreage, was $29,629,400 as of December 31, 1940; 

(14) The company’s unoperated acreage is: useful or imminently 
useful and is necessary for the continued and efficient production of 
natural gas, and its cost should be included in the rate base; 
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(15) The actual legitimate cost of such unoperated acreage was 
$566,105 as of December 31, 1940; and is a reasonable amount to be 
included in the rate: base for fixing future rates; 

(16) Materials and supplies and cash working capital in the amount 
of $2,125,000 are necessary for the continued and efficient operation 
of the company’s interstate natural-gas business and should be allowed 
in the rate base ; 

(17) The additional capital expenditures (less increases, in deple- 
tion and depreciation reserves) in the three-year period, 1941-1943, 
will result in an average increase in net actual legitimate cost for that 
period of $1,392,021; and such sum should be allowed in the rate base 
for the determination of reasonable future rates; 

(18) For the purpose of determining just and reasonable rates for 
the future, the rate base represented by the actual legitimate cost of 
the company’s property used and useful-in the production, transporta- 
tion, and sale of natural gas in interstate commerce (finding (13)), 
plus unoperated acreage, working capital, and future net capital addi- 
tions, is $33,712,526 ; 

(19) The fair rate of return for the company is not more than 614% 
per annum; and $2,191,314 is the maximum fair annual return which 
the company is entitled to earn on the rate base; 

(20) The operations for 1940, as adjusted, are a proper basis for 
fixing future rates; 

(21) The operating revenues from interstate sales were $19,296,755 
for 1940; 

(22) The proper credit to the company’s operating expenses for 
the excess profits from the gasoline and butane extracted from its gas 
by the affiliated Hope Construction & Refining Company is $185,105 
and for steam and boiler fuel furnished the affiliate is $119,592, or a 
total of $304,697 for the determination of future rates; 

(23) Reasonable and proper allowances for operating expenses (in- 
cluding amortization of reclassification and rate-case expenses) and 
after allocation of costs to local West Virginia sales, miscellaneous 
gas revenues, and the amount of tax required under lawful rates, 
are as follows: 


ON CI ii i igs ded eed pi bn $16, 272, 934 
Miscellaneous gas revenues_____________-- (83, 275) 
Allocation of costs to local West Virginia sales___.________ (2, 694, 075) 

Total deductions from interstate revenues_____._.__ 13, 495, 584 


(24) The rates charged and received by the company for the trans- 
portation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption are unjust, unreasonable, and exces- 
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sive, and therefore unlawful, to the extent of $3,609,857 annually, 
determined as follows: 


Revenues from interstate sales $19, 296, 755 
Operating deductions. 


Net operating income from interstate sales. 5, 801, 171 
644% return on interstate rate base 2, 191, 314 


(25) The total allowable cost of all interstate services of the com- 
pany is $13,495,584 plus $2,191,314 for a fair return, or $15,686,898; 

(26) The average rates and charges per M. c. f. of the company, 
after reflecting the reductions hereinafter ordered, will be just and 
reasonable ; 

Therefore, the Commission orders that: 

(A) The rates charged and received for the transportation and sale 
of natural gas by Hope Natural Gas Company in interstate commerce 
for resale for ultimate public consumption shall be decreased to reflect 
a reduction, on an annual basis, of not less than $3,609,857 in the oper- 
ating revenues of that company; 

(B) The following just and reasonable average rates per M. c. f. 
shall be charged the five customer companies in the future: 

Average rate 
The East Ohio Gas Co 
The Peoples Natural Gas Co 
Fayette County Gas Co. 


The Manufacturers Light & Heat Co_..-.-.............-....... 28.5 
The  Réver: Ga Qe 2itis i hin titntiibblipcistetinbindal GR © 


(C) The Hope Natural Gas Company shall file, on or before July 1, 
1942, new schedules of rates and charges for the transportation and 
sale of natural gas in interstate commerce to its five customer com- 
panies for resale for ultimate public consumption, which shall reflect 
not less than the reduction ordered in paragraph (A) and shall be the 
average rates per M. c. f. ordered for the respective companies in 
paragraph (B) ; 

(D) The new schedules of rates and charges ordered in paragraph 
(C) shall be effective as to all bills based on meter readings made on 
or after July 15, 1942; 

(E) On and after the effective date of the new schedules of rates 
and charges, filed and made effective in accordance with paragraphs 
(C) and (D), the Hope Natural Gas Company shall cease and desist 
from making, demanding or receiving any rates and charges other than 
those ordered in these proceedings until changed by order of this 
Commission. 








IN THE MATTER OF 


THE NIAGARA FALLS POWER COMPANY, LICENSEE 


Determination of Actual Legitimate Original Cost of Project No. 16, 


New York 
EP-16 
(Decided June 9, 1942) 
Syllabus 


1. Rights acquired under State law are not sufficient to qualify for a “fair 
value” license under section 23 (a#) of the Federal Power Act. The 
existing rights referred to in section 23 (a) must be derived from the 
Federal government. P, 211. 

2. Since licensee could not qualify for a “fair value” license under section 
23 (a) by reason of any rights acquired under State law, it was held not 
necessary to pass upon the validity of such rights. P. 212. 

3. Since the Niagara River is both a boundary water and a navigable stream, 
it is subject to the treaty powers as well as the commerce powers of the 
Federal government. P. 212, 

4, Joint resolution of July 12, 1919 (41 Stat. 163), authorizing the issuance of 
diversionary permits, revocable at will, and licensee’s permit from the 
Secretary of War thereunder, were terminated by the Federal Water 
Power Act when it became law June.10, 1920 (41 Stat. 1063). P. 218. 

5..The reference in Article V of the 1920 Boundary Water Treaty with 
Canada to “investments which have already been made in the construc- 
tion of power plants on the United States side of the river under grants 
of authority from the State of New York,” was not a recognition and 
confirmation by the Federal government of diversions previously made 
under State law. P. 214. 

6. The Commission is not estopped from questioning the validity of the 
alleged ‘fair value” provisions of the license relied upon by licensee 
since the government is not bound or estopped by the acts of its officers 
or agents which go beyond their authority. P. 214 

7. Moreover, Article 16 of the license provides that the licensee shall be 
relieved of any condition therein prescribed if it shall be finally ad- 
judicated in any suit or other proceeding thereafter brought “that the 
Federal Power Commission is without authority or power to impose such 
condition.” P. 214. 

8. There is no basis for equitable estoppel since the “fair yalue” provisions 
of the license were limited to previously constructed portions of the pro- 
ject and licensee, therefore, did not prejudice its position in’ reliance 
thereon. P. 214. 

9. Licensee’s payment of $1,000,000 Federal; administrative fees under the 
license is.immaterial since the amount of the fees is not affected by the 
use of actual legitimate original cost or fair value as the basis. for de- 
termining net investment. P. 215. 
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10. Since licensee did not possess any valid existing permit, right-of-way on 
authority from the Federal government when it applied for a license on 
July 3, 1920, it could not and did not qualify for a fair value license under 
section 23 (a) and the net investment in the project must be determined 
on the basis of actual legitimate original cost. P. 215. 

11. Where the actual investment in the project is fully protected, there can 
be no question of confiscation. P. 216. 

12. The grant of a license under the Act “is a gratuity, a privilege from the 
sovereign and can only be justified on the theory of the benefit to inure 
to the public.” P. 216. 

13. The cost of work undertaken to provide a deeper channel to intake of 
hydraulic canal, supply additional water required to hydraulic station 
under construction, and improve ice conditions during winter months, 
but stopped before completion because of change in plans, should be 
transferred to a suspense account pending completion or definite 
abandonment. P. 218. 

14. Discount on bonds issued to pay interest on bonds previously issued by 
predecessor company cannot be allowed as interest during construction. 
P. 220. 

15. Net premiums applicable to financing constituent company’s subsidiary 
are not a proper credit to fixed capital accounts of constituent company. 
P, 220, 

16. Cost of removing refuse, properly an operating expense but erroneously 
charged to fixed capital by licensee’s predecessor, disallowed, P. 220, 

17. Transactions whereby distribution facilities, franchises and power con- 
traets were transferred on January 1, 1910 to a predecessor company 
by its affiliate (acquired by licensee through a consolidation in 1918) 
resulting in a charge to the predecessor company im excess of the book 
cost of the properties to the original affiliated owner was disallowed as 
inflation not representing any investment, for there was no semblance 
of arm’s-length bargaining in the transaction. P. 221. 

18. In 1910 merger of predecessor companies in which there was no pretense 
of arm’s-length bargaining, the book cost of properties acquired was in- 
creased without a dollar of investment and without any change in 
stockholders. Resulting write-up disallowed as inflation. _P. 222. 

19. Intercompany profits paid to parent construction company by wholly 
owned constituent company arising from land transactions, plant and 
transmission line construction, and interest on intercompany profits; 
and appearing on licensee’s books as a result of 1918 consolidation, disal- 
lowed... P. 223, 

20. Consolidation of 1918 found to be not an arm’s-length transaction as 
neither group participating had any occasion or incentive to scrutinize 
the other’s property accounts. ‘The cost provisions of the Federal Power 
Act “must be taken to forbid inflation of cost by any device.” P. 225. 

21. Opinion evidence of licensee’s expert that the fair market value of secu- 
rities issued in the consolidation was at least equal to their par value 


and valuation of licensee’s lands and water rights, rejected. as having 
no probative value. P. 226. 


Randall J. LeBoeuf, Jr., Lawman. Martin and Craig Leonard (Le- 
Boeuf, Machold & Lamb) for the licensee: 


D. W. Robinson, Jr., F. R. Bell, Jonn C. Kelley, Charles V. Shan- 
non and Miss N. L. Ingels for the Commission. 


582231—44—-vol. 314 
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By THe CoMMiIssIon : 
Oprnion 


This matter involves the determination, as of March 2, 1921, of the 
amount to be allowed under the Federal Power Act as the actual 
legitimate original cost of Project No. 16 located near Niagara Falls, 
New York. 

This proceeding was commenced by service of the staff report on 
licensee and its protest thereto. Extended hearings were held be- 
tween June 1 and November 1, 1939, and elaborate briefs were filed by 
counsel for both the licensee and the Commission. In addition oral 
argument was heard by the full Commission sitting en banc. 

Before disposing of the issues in this proceeding a brief review of 
the history of the diversion of water at Niagara Falls is necessary. 


CORPORATE HISTORY 


The Schoellkopf development.—The first company to effect any 
substantial use of the water at Niagara Falls was organized in 1878 
by Jacob F. Schoellkopf and associates and was known as The Niagara 
Falls Hydraulic Power & Manufacturing Company. Its property, 
acquired by purchase and subsequent construction, consisted prin- 
cipally of a hydraulic canal through which water was diverted from 
the Niagara River about a mile above the falls diagonally through 
what is presently the City of Niagara Falls to a basin on the high 
bank below the falls. ; 

The early operations of the company were limited to transactions 
in real estate and the attraction of mills and other enterprises to 
sites where they could utilize the mechanical power available from 
the water flowing through the hydraulic canal. Some crude experi- 
ments in electric generation were made as early as 1881, but the 
water was not used for the generation of electric power to any great 
extent until 1895. 

When the New York Public Service Commission Law was enacted 
in 1907 and the company was brought under regulation for the first 
time, the stockholders decided to segregate their distribution facilities 
in a new corporation. They accordingly organized the Cliff Elec- 
trical. Distributing Company on or about March 15, 1909, and by 
agreement of May 4, 1909, transferred to it the distribution facilities, 
power contracts and franchises. 

This left the balance and bulk of the property in the original 
Schoellkopf company no longer subject to the jurisdiction of the 
state commission. A second new corporation, the Hydraulic Power 


As discussed under Exception 19 (a); infra, the book cost of the distribution facilities 
was written up $328,471.51 in this transfer. 
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Company of Niagara Falls, was then organized on or about March 
26, 1910 and the original Schoellkopf company merged into it pur- 
suant to a resolution adopted three days later.’ 

The Adams development.—We depart from the Schoellkopf prop- 
erties for a brief consideration of the upstream Adams development 
which involved a diversion of water from the Niagara River at a 
point above the intake to the Schoellkopf canal. The water thus 
diverted was dropped through shafts on water wheels and then car- 
ried back to the river through a subterranean tunnel at a point below 
the falls. 

The promoters of this development on or about March 31, 1886, 
organized the Niagara River Hydraulic Tunnel, Power, and Sewer 
Company of Niagara Falls, New York, which name was subsequently 
changed to The Niagara Falls Power Company.’ However, the pro- 
moters experienced considerable difficulty in financing the develop- 
ment until a group of New York capitalists headed by Edward Dean 
Adams became interested in 1889. The latter then organized the 
Cataract Construction Company which entered into a series of con- 
tracts with the Niagara company under which Cataract acquired 
control of and agreed to finance the enterprise. Under these con- 
tracts Cataract received stock and bonds of the Niagara Company in 
payment of its expenditures plus a profit thereon of 3314 percent.‘ 

The consolidation of 1918—In 1918 the need for increased produc- 
tion of electric power at Niagara Falls to supply essential war indus- 
tries became acute. After extended studies and negotiations, in which 
representatives of the Federal government participated, it was de- 
cided to consolidate the Schoellkopf companies with the Niagara 
company so that all the water being diverted could be used through 
the higher head and more efficient Schoellkopf plants. A special 
act (c. 596, Laws of 1918) was accordingly passed by the New York 
Legislature authorizing the Cliff Electrical Distributing Company, 
the Hydraulic Power Company of Niagara Falls, and the Niagara 
Falls Power Company (constituent) to consolidate “into a single 
new corporation.” The statute further provided that the initial 
capital of the consolidated company could equal but not exceed “the 
aggregate of the outstanding capital stocks and the surpluses, un- 


impaired reserves, and undivided profits” of the three consolidating 
companies. 


2 As set forth under Exception 19 (b), infra, the book cost of the Schoellkopf properties 
(exclusive of the distribution facilities previously vested in the Cliff Company) was writ- 
ten up $11,800,482.24 in this merger. 

* Hereinafter referred to as The Niagara Falls Power Company (constituent). 

*As discussed under Exception 19 (c), infra, an intercompany profit to Cataract of 
$3,307,975.83 was thus charged to the construction accounts of The Niagara Falls Power 
Company (constituent). 













































210 FEDERAL POWER COMMISSION 


The consolidation was effected and the present licensee was formed 
pursuant to an agreement dated September 20, 1918. 

The amounts appearing on the books of the three constituent com- 
panies at the time of the consolidation were entered on licensee’s books, 
but the properties which the licensee constructed after the consolida- 
tion were charged to its fixed capital accounts on the basis of actual 
cost. 

On March 2, 1921, the company obtained a license for this project 
from the Federal Power Commission under The Federal Water Power 
Act of June 10, 1920 (41 Stat. 1063). 


LICENSEE’S CLAIM OF FAIR VALUE 


At the threshold we are confronted with licensee’s claim of $57,315,- 
863.14 as the fair value of this project on license date.® Our staff 
objects to the determination of fair value and contends that we should 
find and allow the actual legitimate original cost of this project. 

Licensee’s claim of fair value is based upon the provision in Article 
9 of the license that “the fair value of the completed parts of the 
project as of the date of this license shall be determined as early as 
practicable in the manner prescribed by the Act” and the reference 
in Article 10 of the license to “the determination of the fair value of 
the project already constructed to, be hereafter made as provided by 
section 28 of the Act.” ° 

In 1930 the executive secretary advised the licensee that the Com- 
mission’s legal staff held that when it applied. for a license it did not 
possess the permit, right-of-way, or authority required to qualify an 
applicant for a fair-value license and that consequently the provisions 
in the license for a determination of the fair value of this project under 
section 23 are invalid and must be disregarded. 


5 This amount is derived in Exhibit L to the application for license as 
follows: 





Property devoted to! electric operations:i-i..-.----4.s.-+--- $60, 462, 230. 43 
Property not devoted to electric operations._._-_.---..-.-.----- 4, 035, 734, 80 
Undepreciated totals nb 41s ec eins etnies 64, 497, 965, 23 
Ra GO OUNON aoe cics cise ogo adie win Setainriagitatn i eunnbiide! 7, 182, 102. 09 
Fair value as of September 30, 1920._..---u-.-4+-~..--L 57, 315, 868, 14 


® Section 23 provides that the Act shall not be construed as: “affecting any permit or 
valid existing right-of-way heretofore granted or as confirming or otherwise affecting any 
claim, or as affecting any authority heretofore given pursuant to law, but any person, asso- 
ciation, corporation, State, or municipality. holding or: possessing such permit, right-of- 
way, or authority may apply for a license hereunder, and upon such application the Com- 
mission may issue to any such applicant a license in accordance with the provisions of 
this Part and in such case the provisions of this Act shall apply to such applicant as a 
licensee hereunder : Provided, That when application is made for a license under this sec- 
tion for a project or projects already constructed the fair value of said project or projects 
determined as provided in this section, shall for the purposes of this Part and of said 
license be deemed to be the amount to be allowed as the net investment of the applicant 
in such project or projects as of the date of such license, * * *.” 
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The contentions of the Commission’s legal] staff and of counsel for 
the licensee in regard to the validity of these provisions of the license, 
the interpretation of the Act and the nature of the licensee’s rights 
were fully covered in the hearing and in oral argument before the 
Commission en bane. 

Licensee’s state rights.—In its application for license and at the hear- 
ing on such application,’ The Niagara Falls Power Company expressly 
relied upon the rights which it had acquired under state law. How- 
ever, no consideration appears to have been given to whether such 
rights qualified the company to receive a fair-value license under 
section, 23. 

The languege of section 23, which states that “any person, associa- 
tion, corporation, State, or municipality holding or possessing such 
permit, right-of-way or authority may apply for a license hereunder,” 
makes it clear that rights acquired under state law are not sufficient 
but that the authority referred to must be derived from the Federal 
government. To conclude otherwise would mean that a state, by 
merely undertaking to construct, maintain, and operate a project, 
could grant itself a permit for purposes of section 23. We think such 
conclusion untenable., It is elementary that Federal authority is 
dominant oyer navigable streams of the United States and boundary 
waters. It is obvious that acquiescence in| the contention of the 
licensee would effect a substantial impairment of such authority. 

Moreover, the legislative history of the Act precludes the contention 
which licensee now urges, During the Senate debates on the bill, 
section 23 was amended to provide that nothing contained in the Act 
shall be construed “as confirming or otherwise affecting any claim.” 
This amendment was offered by Senator Wadsworth of New York, 
who explained its purpose as follows (59 Cong. Rec. 1482; 66th Cong,, 
2d Sess.) : 


Mr. WapswortuH. I have a difficult situation in mind. It is one that the Senator 
from Wisconsin has often spoken about—the Niagara Falls situation. It so 
happens that the rights that those companies received there years and years ago, 
as I understand and recollect, came as grants from the State of New York; and 
those companies—rightly or wrongly, I do not know which—have claimed, or 
have indicated that they might claim, certain continuing rights to the diversion 
of water and the generation of power. It might be said that that claim has been 
a constantly pending one, but it never has been settled. The Niagara situation 
always has been uncertain as to its future for that reason. Now, I do not want 
this bill in any way to confirm that claim. [Italics added.] 


In view of the foregoing discussion of licensee’s claimed rights, it is 
clear that licensee could not qualify for a section 23 license by reason 


7 The Commission held hearings in January 1921 on the application of The Niagara Falls 
Power Company and eight other applications to divert water from the Niagara River. 
®Cf. Bellows Falls Hydro Electric Corp., et al., 2 F. P. C. 380, 37 P. U. RB. (N. 8.) 257. 
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of any alleged rights it’ had acquired under state law. It is not neces- 
sary therefore to pass upon the validity of such rights.° 

The question presented for our determination is whether The Niag- 
ara Falls Power Company, when it applied for a license on July 3, 
1920,*° possessed a valid existing Federal permit, right-of-way, or 
authority under which it could at its option have continued to operate 
this project without obtaining such license. This requires a brief 
consideration of the history of Federal regulation of diversions at 
Niagara Falls. 

Federal regulation of Niagara River—Since the Niagara River is 
both a boundary water and a navigable stream, it.is subject to the 
treaty powers as well as the commerce powers of the Federal 
government.” 

However, except for statutes of general application such as the 
River and Harbor Act of 1899 (30 Stat. 1121), Congress first exer- 
cised its authority in 1902* when it passed a statute calling upon the 
President to invite the government of Great Britain to form an 
international commission of Canadian and United States members 
to investigate and report upon the measures necessary to regulate 
diversions of water adjacent to the United States-Canadian boundary 
line (32 Stat. 381, 373). In a report dated March 19, 1906, the Amer- 
ican members of the International Waterways Commission recom- 
mended the negotiation of a treaty (S. Doc. 242, 59th Cong., 1st Sess.) .* 
In transmitting this report to Congress, President Theodore Roose- 
velt suggested the enactment of temporary legislation for the period 
during which the treaty was being negotiated (S. Doc. 484, 59th 
Cong., 1st Sess.). 

* The Burton Act was accordingly passed on June 29, 1906 (34 Stat. 
626). It prohibited any diversions of water! from the Niagara River 


° Of. Water Power & Control Commission v. Niagara Falls Power Co., 262 App. Diy. 460, 
80 N. Y. Supp. (2d) 371; Niagara Falls Power Co. v. Water Power & Control Commission, 
267 N. Y. 265, 196 N. BE. 51, cert. denied, 296 U. 8S. 609; Long Sault Development Co. v. 
Kennedy, 212 N. Y. 1, 105 N. BE. 849. 

1°The application consisted of a letter dated July 1, 1920, which the record shows 
was received on July 3, 1920. 

11 Prior to passage of The Federal Water Power Act in 1920, numerous hydroelectric 
projects had been constructed and were being maintained on navigable streams under 
special statutes previously passed by Congress. See Kerwin, Federal Water Power Legisia- 
tion, Appendix IV. 

Similar developments on the public domain were authorized by permits issued by the 
Secretary of the Interior under the Act of February 15, 1901 (31 Stat. 790) and the 
Secretary of Agriculture under the Act of March 4, 1911 (36 Stat. 1235, 1253). 

12 Niagara Falls Power Co. y. Water Power and Control Commission, 267 N. Y. 265, 196 
N. E. 51, cert. denied, 296 U. 8. 609. 

% The inaction of Congress has no significance since the rights acquired under state law 
were necessarily subject to the subsequent exercise of Federal authority. Union Bridge 
Co. v. United States, 204 U. 8. 364, 400. 

“Paragraph 7 of this report significantly stated “that none of the diversions have been 
sanctioned by the United States Government.” 
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unless authorized by permit of the Secretary of War thereunder. 
The act made such permits revocable at will and provided: 

* * * nothing herein contained shall be held to confirm, establish, or confer 
any rights heretofore claimed or @xercised in the diversion of water or the 
transmission of power. ’ 

The International Boundary Water Treaty between the United 
States and Canada was officially proclaimed on May 13, 1910 (36 
Stat. 2448). Article V of this treaty prohibited any diversion of 
water on the United States side of the Niagara River in excess of 
20,000 c. f. s. 

On January 19, 1917** Congress passed the first of several joint 
resolutions with respect to diversions at Niagara Falls (39 Stat. 
867). It authorized the Secretary of War to issue permits which 
were expressly made revocable at will. The resolution further 
provided : 

* * * nothing herein contained shall be held to confirm, establish, or con- 
fer in or upon any such permittee any right in or to the water which he is now 
diverting or which he may be authorized to divert hereunder. 

On July 12, 1919, Congress adopted the last of the joint resolutions 
(41 Stat. 163). It authorized the Secretary of War to issue diver- 
sionary permits, revocable at will, and provided: 

That this resolution shall remain in force until the Ist day of July 1920, and 
no longer, at the expiration of which time all permits granted hereunder shall 
terminate, unless sooner revoked, or unless the Congress shall before that date 
enact legislation regulating and controlling the diversions of water from the 
Niagara River, in which event this resolution shall cease to be of any further 
force or effect. [Italics added.] 

The Federal Water Power Act became law on June 10, 1920 (41 
Stat. 1063) and being “legislation regulating and controlling the di- 
versions of water from the Niagara River” it terminated the Joint 
Resolution of 1919. The permit to divert 19,500 c. f. s. which The 
Niagara Falls Power Company had received on July 28, 1919 from 
the Secretary of War under such resolution also terminated on 
June 10, 1920. 

Licensee’s contentions.—The several contentions which licensee has 
advanced in this connection require brief consideration. 

It first asserts that The Federal Water Power Act was not intended 
to apply to Niagara Falls and it, therefore, did not terminate the 1919 
resolution on June 10, 1920 and the latter continued in full force and 
effect until July 1, 1920. With this we are unable to agree. While 


% The Burton Act and all permits issued thereunder expired in 1913 and until passage 
of the joint resolution in 1917 there was no Federal statute under which diversions at 
Niagara Falls could be authorized. During the interval from 1913 to 1917 the then Secre- 
tary of War adopted the policy of tolerating existing diversions provided they did not 
exceed the amounts previously authorized under the Burton Act. 
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a special bill relating solely to Niagara Falls passed the House in an 
earlier Congress, it did not pass the Senate2* Were there any doubt 
that Congress intended The Federal Water Power Act to apply to 
Niagara Falls, it would be removed by the rejection of the many 
amendments which were offered for the specific purposes of removing 
Niagara Falls from the statute.’ 

Nor are we able to agree with licensee’s contention that the reference 
in Article V of the 1910 Boundary Water Treaty to “investments which 
have already been made in the construction. of power plants on the 
United States side of the river under grants of authority from the 
State of New York” was a recognition and confirmation by the Federal 
government of the diversions previously made under state law. If 
this were true, there would have been no necessity for Congress to 
extend the Burton Act. Yet the latter was extended on August 22, 
1911 (37 Stat. 43) and again on April 5, 1912 (37 Stat. 631), More- 
over, Article V of the Treaty provides that diversions were to be 
authorized by the United States. No reference is made to the State 
of New York. That the omission of the latter was not inadvertent 
is indicated by the provision in the same article that diversions on the 
Canadian side may, be authorized by, the Province of Ontario as well 
as the Dominion of Canada. 

Licensee next asserts that the validity of the fair value provisions 
of its license cannot now be questioned. In this connection it is to be 
noted that Article 16 of the license provides that the licensee shall be 
relieved from any condition therein prescribed if it shall be finally 
adjudicated in any suit or other proceeding thereafter brought “that 
the Federal Power Commisison is without authority or power to 
impose such condition in granting a license under similar circum- 
stances by virtue of said Act.” A similar provision relieving the 
Government from any condition in the license not authorized by the 
statute was, of course, unnecessary in view of the established principle 
that the Government is not bound or estopped by the acts of its officers 
or agents which go beyond their authority.** 

Moreover, there is no basis for an equitable estoppel in this matter. 
The provisions in the license for fair value were limited to portions 
of the project which had previously been constructed. The company 


% This bill (H. R. 20047, 64th Cong., 2nd Sess.) was known as the Cline Bill and under 
it the licensee would have been limited to actual cost and would not have received the 
fair value it now claims. 

17On August 30, 1918, an amendment offered by Representative Humphreys to exclude 
boundary streams was rejected (65th Cong., 2nd Sess., 56 Cong. Rec. 9768). On September 
5, 1918, an amendment by Representative (later Senator) Harrison that the Act should 
“not apply to the waters of the Niagara River” was also rejected (65th Cong., 2nd Sess., 
56 Cong. Rec. 10038-10046). On January 13, 1920, the Senate rejected a similar amend- 
ment that the Act should “not apply to the waters of the St. Lawrence or Niagara Rivers” 
(66th Cong., 2nd Sess,, 59 Cong. Rec. 1483 et seq.). 

1% Utah Power and Light Co. y. United States, 243 U. 8. 389, 408-410. 
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therefore did not prejudice its position in reliance on such provisions 
as might have been the case had they applied to portions of the project 
to be thereafter constructed. Moreover, the company had been put 
on notice by the various resolutions passed by Congress that its transi- 
tory rights as a permittee were revocable at will. 

Licensee also emphasizes its payment of approximately $1,000,000 
of administrative fees to the Federal government under the license. 
This is likewise immaterial since the amount of the fees is not affected 
by the use of actual legitimate original cost or fair value as the basis 
for determining net investment. 

Finally, licensee stresses the fact that twehty years have elapsed 
since the license was issued. This contention comes with ill grace from 
this licensee which refused for more than ten years to permit the 
Commission or its staff to have access to the books of its predecessor 
companies. Moreover, prior to the time such books were made avail- 
able licensee was advised, as previously stated, that our legal staff 
questioned the validity of the fair value provisions of the license. 


EFFECT OF FAIR VALUE PROVISIONS IN LICENSE 


The above legislative history clearly shows that although Congress 
authorized temporary diversions for limited periods under revocable 
permits, it neither intended nor granted any permanent or vested 
right to divert water from the Niagara: River. It is equally clear 
that The Niagara Falls Power Company did not possess any valid 
existing permit, right-of-way, or authority from the Federal Govern- 
ment on July 3, 1920 when it applied for a license under The Federal 
Water Power Act. 

The company therefore could not and did not qualify for a fair 
value license under section 23 and the net investment in its project 
must be determined on the basis of actual legitimate original cost 
under section 4 of the Act. 

The contentions of the company to the contrary have been con- 
sidered above and are untenable. Such contentions obtain no validity 
by reason of the license provisions which appear to have been pred- 
icated upon a misinterpretation of the statute and furnish no basis 
for legal or equitable estoppel. 

As previously stated, a full opportunity to present its contentions 
has been afforded licensee, the hearing having been reopened for that 
purpose and oral argument having been heard by the Commission 


In Sanitary District v. United States, 266 U. 8. 405, the United States sought to en- 
join the withdrawal of water from Lake Michigan in excess of a specified amount and 
the company relied upon permits previously issued by the Secretary of War permitting a 
greater diversion. In disposing of this contention, the Supreme Court said that the 
attempt to found a defense upon the permits, which were revocable at will, was “too futile 
to need reply.” (p. 431.) 
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en bane. However, no evidence of compelling probative value was 
offered in support of licensee’s contention that fair value is the basis 
of determining net investment in this project. 

However, if we considered that the fair value provisions of the 
license were valid the same result would obtain under the facts here 
presented, actual investment being the best evidence of value.” More- 
over, Congress expressly provided in section 14 of the Act that the 
net investment in a licensed project “shall not include or be affect- 
ed * * * by the license or by good will, going value, or pros- 
pective revenues.” ?4 

Where the actual investment in the project is fully protected there 
certainly can be no question of confiscation. As the Supreme Court 
held in Federal Power Commission v. Natural Gas Pipeline Co., 315 
U. S. 575, 62 Sup. Ct. 736; we are not bound “to the service of any 
single formula or combination of formulas” but are free “within the 
ambit of [our] statutory authority, to make the pragmatic adjust- 
ments which may be called for by particular circumstances.” 

Under all the circumstances existing in connection with this project, 
including the history of diversions at Niagara Falls, and the profits 
derived from such diversions, equity and good conscience compel the 
conclusion that the net investment in this project should be determined 
on the basis of actual legitimate original cost. The grant of a license 
under the Act “is a gratuity, a privilege from the sovereign and can 
only be justified on the theory of the benefit to inure to the public.” * 

We proceed to make that determination in accordance with the 
statute. 


BOOK COST OF FIXED CAPITAL IN SERVICE ON LICENSE DATE 


When the necessary books and records were finally made available 
in 1931, our staff made an accounting examination and engineering 
analysis of the properties and accounts of licensee, its predecessors 
and their affiliates. The results of these studies were embodied in a 
staff report in which $44,453,868.68 was determined to be the com- 
pany’s book cost of all fixed capital in service on license date, March 
2, 1921. 

This total included $35,170,520.51 which had been entered on the 
books of the three constitutent companies prior to the 1918 consoli- 
dation and was transferred to licensee’s books at that time. That 


2” Cf. Railroad Commission of California, et al. v. Pacific Gas & Electric Co., 302 U. 8. 
888 ; Chicago District Generating Co., 2 F. P. C. 412, 39 P. U. R. (N. 8.) 263. 

"In view of the statutory prohibition against capitalization of the license it might be 
argued that the fair value of this project could not exceed its salvage value since it was 
being operated without any Federal authorization. 

2 Clarion River Power Co. v. Smith, 61 App. D. C. 186, 188, 59 F. (2d) 861, 863, cert. 
denied, 287 U. 8. 639. 
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amount was accordingly analyzed by the staff to determine the portion 
representing actual cost to the constituent companies and their 
affiliates. 

The $9,283,348.17 balance of the recorded cost of fixed capital in 
service on March 2, 1921 represented construction undertaken by 
licensee after the 1918 consolidation. 

Based on the staff analysis and examination the report recommended 
that we approve $22,573,458.07 of the $44,453,868.68 book cost of all 
fixed capital in service on license date. The balance of $21,880,410.61 
was suspended as follows: 








| 
Book cost of fixed 
capital in serv- Recommended 
ice on Mar. 2, for approval 
| 1921 
| 


| 
Fixed capital transferred to licensee in 1918 | 
Fixed capital constructed by licensee after 


Suspended 


$35, 170, 520. 51 $15, 827, 826. 21 $19, 342, 695. 30 


1918 consolidation 9, 283, 348. 17 6, 745, 632. 86 2, 587, 715. 31 
44, 453, 868. 68 22, 573, 458. 07 21, 880, 410. 61 


Upon consideration of the record including the recommendations 
of the staff, we find and allow the $22,573,458.07 which was not sus- 
pended in the staff report. 

The balance of $21,880,410.61 is represented by 19 exceptions which 
will be discussed in numerical order. 

Exception No. 1—Organization ewpenses—$144,401.40.—The $144,- 
401.40 suspended by this exception consists of $100,000 of legal fees. and 
$44,401.40 of appraisal expenses which licensee charged to Account 
301, organization expense. At the hearing licensee agreed that $2,500 
of the legal fees pertained to the issuance of a mortgage and bonds and, 
therefore, represented a financial cost not includible in Account 301. 
Licensee further conceded that $20,000 of the appraisal expense was 
applicable to its nonproject property and investments. 

We accordingly dispose of this exception by allowing $121,901.40 
and disallowing $22,500. 

Exception No, 2—Rock excavation—canal basin, station 3-B—$481,- 
724.86; Exception No. 3—Canal improvements—excavation, station 
3-B—$1,301,772.32.—The $481,724.86 cost of excavation in the canal 
basin and the $1,301,772.32 cost of excavation in the hydraulic canal 
were charged by licensee to Account 316, waterways. These charges 
were suspended by Exceptions 2 and 3, respectively, because the unit 
costs of such work appeared unreasonably high. Upon considefation 
of the extensive evidence introduced by licensee in support of these 
items we find and allow the costs as reasonable. 

Exception No. 4—Commissions—Read-Coddington Engineering 
Company—$24,223.57.—This exception suspends $24,223.57 of the fees 
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paid by licensee to Read-Coddington Engineering Company for con- 
struction work on hydraulic station 3~B. The amount was questioned 
to determine whether Ross R. Coddington of the Construction Company 
passed upon the work on behalf of the licensee, of which he was general 
superintendent. The contrary appears from the evidence which 
shows that John L. Harper, chief engineer of licensee, approved the 
work on its behalf. We accordingly allow the amount suspended by 
this exception. 

Exception No. 5—Drilling and shooting rock—foot of Sugar Street— 
$31,359.63.—The $31,359.63 cost of drilling and shooting rock at the 
foot of Sugar Street was charged by licensee to Account 314, reservoirs, 
dams, and intakes. It was suspended by the staff because the work 
appeared to have been in connection with providing a channel to the 
Iroquois Dock which is not used in licensee’s electric operations. This 
was denied at the hearing by licensee’s witness who testified that the 
work was undertaken to provide a deeper channel to the intake of the 
hydraulic canal at Port Day and thus supply the additional water to 
be required by station 3-B then under construction as well as improve 
ice conditions during the winter months. The witness further testified 
that the work was stopped before completion when it was decided to 
concentrate on extending and enlarging the main channel leading into 
the river from the entrance to the hydraulic canal. In view of the 
foregoing, we find that the cost of this work should be transferred to 
a suspense account pending its completion or definite abandonment. 

Exception No. 6—Alexander Hamilton Institute business cowrse— 
$136.00 ; Exception No. 7—Experimental meter equipment—$169.45.— 
There is no dispute that the amounts suspended by these exceptions 
should be disallowed. The $136 cost of an Alexander Hamilton busi- 
ness course should have been charged to general expenses instead of 
being included in licensee’s Account 362, general office equipment. 
The $169.45 cost of experimental meter equipment used in connection 
with proposed new power rates was an operating expense and should 
not have been charged to licensee’s Account 390, engineering and super- 
intendence during construction. 

Exception No. 8—Interest during construction—$2 024,570.89; Ex- 
ception No. 9—Land—$1, 311,029.25.—Upon consideration of the pres- 
ent record we find that it is insufficient to enable us to dispose of these 
exceptions which are accordingly reserved for further investigation 
and future disposition. 

Exception No. 10—Capital in other departments—$112,534.21.—The 
amount suspended by this exception was included in licensee’s F. P. C. 
Account 397, undistributed fixed capital, on license date, and consists 
of (1) $1,469 recorded on the books of The Niagara Falls Power Com- 
pany (constituent) as intangible capital in other departments, and 
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(2) $21,437.59 and $89,627.62 recorded on the books of the Hydraulic 
Power Company of Niagara Falls and The Niagara Falls Power Com- 
pany (constituent), respectively, as tangible capital in other depart- 
ments. These charges were suspended by the staff since they did not 
appear to have any connection with electric operations. Although 
given ample notice and full opportunity to do so, licensee did not in- 
troduce any evidence with respect to this exception which we must 
therefore disallow. 

Exception No. 11—Niagara Mills improvement account—$24$44.- 
44; Factory building—North End—$7,23829; Second Street prop- 
erty—$32,212.67.—These items were charged to fixed capital by the 
Hydraulic Power Company of Niagara Falls and were included in 
licensee’s Account 397, undistributed fixed capital, on license date. 
The charges were suspended by the staff because from all information 
available they appeared to relate to property not devoted to electric 
operations. Although licensee had ample notice and full opportunity 
to meet the staff’s objection it failed to introduce any evidence upon 
which we can allow these charges which are therefore disallowed. 

Exception No. 12—North End switch tracks—$8,003.69; Electrify- 
ing mill switch tracks—$8.36; College Avenue switch tracks—$1,- 
506.37. —The first item of $8,003.69 suspended by this exception consists 
of (1) $3,595.22 charged to fixed capital by the Hydraulic Power Com- 
pany of Niagara Falls and included in licensee’s Account 397, undis- 
tributed fixed capital, on license date; (2) $4,231.38 charged by licensee 
to Account 332, transmission structures; and (3) $177.09 charged by 
licensee to Account 339, transmission underground conductors. The 
second item of $8.36 and the third item of $1,306.37 suspended by this 
exception were charged to fixed capital by the Hydraulic Power Com- 
pany of Niagara Falls and included in licensee’s Account 397, undis- 
tributed fixed capital, on license date. 

The record shows, without conflict, that these charges represent the 
cost of switch tracks built for the convenience of industrial tenants and 
not used in electric operations. The amounts suspended by this ex- 
ception are accordingly disallowed. 

Exception No. 138—Iroquois Dock—$12537.10—The $12,537.10 
suspended by this exception represents the cost of a dock constructed 
by licensee for its tenants and admittedly not used in electric opera- 
. tions. This item which was charged by licensee to Account 385, mis- 
cellaneous land, must also be disallowed. 

Exception No. 14—Flour mill purchase account—$650,000.—Licens- 
ee’s Account 397, undistributed fixed capital, included on license date 
a charge of $650,000 representing the principal amount of bonds given 
by The Niagara Falls Hydraulic Power & Manufacturing Company 
(predecessor of Hydraulic Power Company of Niagara Falls) in pur- 
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chasing certain mill buildings, real estate and water rights in 1900. 
The record shows, without dispute, that the buildings were used for 
non-project purposes and do not represent electric fixed capital. 
Licensee’s witness testified, however, that the lands on which the 
buildings stood were acquired for the project, but licensee failed to in- 
troduce any evidence upon which we can determine the portion of 
this item to be allowed. Since licensee has thus failed to support its 
burden of proof, we would be justified in disallowing this item in its 
entirety. But to insure that we allow every dollar which has been 
actually invested in this project, we will reserve this item for future 
determination along with the land items suspended by Exception 
No. 9. 

Exception No. 145—Bonds issued to promoters—$174,000.—Licens- 
ee’s Account 397, undistributed fixed capital, included, on license date, 
a charge of $174,000 representing the face amount of bonds issued by 
The Niagara Falls Power Company (constituent) in 1890 to eleven of 
its stockholders and to three officers and stockholders of the Cataract 
Construction Company for legal, engineering and other services. 
Upon consideration of the record we allow the amount suspended by 
this exception. 

Exception No. 16—Debt discount and expense—$97 673.48.—The 
Niagara Falls Power Company (constituent) charged fixed capital 
with $113,800 for discount on bonds issued to pay interest and credited 
fixed capital with $16,126.52 for net premiums applicable to financing 
of its subsidiary, the Canadian-Niagara Power Company, Ltd. 
Neither the charge nor the credit is proper. Discount on bonds 
issued to pay interest on bonds previously issued cannot be allowed as 
interest during construction and the fixed capital accounts of The 
Niagara Falls Power Company (constituent) should not have been 
credited with the premiums applicable to its subsidiary. 

We accordingly disallow the net charge to fixed capital of $97,673.48 
which was included in licensee’s Account 397, undistributed fixed 
capital, on license date and was questioned by this exception. 

Exception No. 17—Capital stock for cash—$3,600.—U pon considera- 
tion of the record we allow the $3,600 suspended by this exception. 

Exception No. 18—Removal of refuse.—$272.40—Carbide refuse 
account—$262.65.—The items suspended by this exception are dis- 
allowed. They represent operating expenses which were erroneously 
charged to fixed capital by The Niagara Falls Power Company (con- 
stituent) and were included in licensee’s Account 397, undistributed 
fixed capital, on license date. 

Exception No. 19 (a)—Write-up on books of Cliff Electrical Dis- 
tributing Company.—$328 47151—The $328,471.51 questioned by this 
exception was included in licensee’s Account 397, undistributed fixed 
capital, on license date, as part of the book cost of the fixed capital of 
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the Cliff Electrical Distributing Company which the licensee acquired 
in the 1918 consolidation. This amount was questioned by the staff 
since it represents a write-up placed on the books of the Cliff Company 
when the Schoellkopf distribution facilities were transferred to it in 
1910. 

As heretofore stated, the electrical distribution facilities along with 
the other Schoellkopf properties were originally owned by the Niagara 
. Falls Hydraulic Power & Manufacturing Company but when the New 
York Public Service Commission Law was enacted in 1907 the Schoell- 
kopfs decided to divorce their distribution facilities, which subjected 
them to regulation, from the balance of their property. 

The Cliff Electrical Distributing Company was accordingly organ- 
ized on or about March 15, 1909, and the distribution facilities, fran- 
chises, and power contracts were transferred to it on January 1, 1910, 
under an agreement dated May 4, 1909. As consideration for this 
transfer the Niagara Falls Hydraulic Power & Manufacturing Com- 
pany received $590,000 face value of Cliff bonds, $250,000 par value of 
Cliff stock, and $172.68 cash, or a total of $840,172.63,?* 

The total consideration was composed of two items: (1) for the 
properties in service on May 4, 1909, the date of the agreement, Cliff 
was charged $750,000, which was $328,471.51 in excess of the book cost 
of such properties to the original Schoellkopf company; and (2) for 
the property additions between May 4, 1909, the date of the agreement, 
and January 1, 1910, the date of transfer, Cliff was charged $90,172.63, 
which was actual cost. 

The record clearly shows that there was no semblance of; arm’s— 
length bargaining in this transaction which effected no change in the 
ownership and control of the property. The $328,471.51 of inflation 
thus written on the books of the Cliff company did not represent any 
investment and in accordance with our decisions ** must be disallowed. 

In thus disposing of this exception we are not unmindful of the fact 
that the New York Public Service Commission permitted the Cliff 
Company to charge its property accounts with $94,992.89 of the 
$328,471.51 which we are disallowing. However, such Commission 
action was based upon an estimate by its staff engineer of the reproduc- 
tion cost less accrued depreciation of the property. Moreover, while 
we give every consideration to the determinations of other regulatory 
commissions, we must exercise our independent judgment in discharg- 
ing our obligations under the Federal Power Act.”* 


* The Niagara Falls Hydraulic Power & Manufacturing Company retained the $590,000 
of Cliff bonds as an investment but distributed the $250,000 of Cliff stock to its stock- 
holders, accounting for the latter as a dividend payment on its books. 

*% Alabama Power Co., Licensee, 1 F. P. C., 25, 31; Chelan Electric Co., Licensee, 1 
F. P. C. 102, 108; Louisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 1386; Lexington 
Water Power Co., Licensee, 1 F. P. C. 430, 473; Alabama Power Co., Licensee, 2 F. P. C. 
432. 

% Louisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 144. 
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Exception No. 19 (b)—Write-up on books of Hydraulic Power Com- 
pany of Niagara Falls—$11,800,482.24.—The $11,800,482.24 questioned 
by this exception was included in licensee’s Account 397, undistributed 
fixed capital, on license date as part of the book cost of the fixed capital 
which licensee acquired from the Hydraulic Power Company of 
Niagara Falls in the 1918 consolidation. This amount was suspended 
since it represents a write-up placed upon the books of the Hydraulic 
Company shortly after it was organized in 1910. 

The transfer of the distribution facilities to the Cliff Company, dis- 
cussed under the last exception, left the balance and greater part of 
the Schoellkopf properties in their original company, The Niagara 
Falls Hydraulic Power & Manufacturing Company, which was no 
longer subject to the jurisdiction of the New York Public Service 
Commission. The Hydraulic. Power Company of Niagara Falls was 
then organized on or about March 26, 1910 and pursuant to a resolution 
adopted three days later the original Schoellkopf company was merged 
into the new corporation. In this merger the new company issued 
$2,500,000 principal amount of bonds and $12,000,000 par value of 
stock or $14,500,000 of securities in exchange for the $500,000 of stock 
of the original Schoellkopf company. 

As the record clearly shows, the book cost of the Schoellkopf prop- 
erties (exclusive of the distribution facilities previously transferred 
to the Cliff Company) was increased $11,800,482.24 in this merger, 
without any pretense at arm’s—length bargaining, without a dollar of 
additional investment and without any change in the stockholders 
or the property. 

In explanation of the issuance of $5,800 of the new company’s 
securities * for every $200 of stock of the original Schoellkopf com- 
pany—an increase of 2800 percent—the resolution under which the 
merger was effected recited that: 

* * * because of the unfailing supply of water from the Great Lakes, and 
the great head under which power can be developed, The Niagara Falls Hydraulic 
Power & Manufacturing Company is the owner of what the directors of this 
corporation believe to be the most valuable water power in the world, with an 
immediate net earning capacity of upwards of Five Hundred Thousand ($500,000) 
Dollars per annum, with the usé of about one half of its water rights, under 
the act of the Legislature of the State of New York, and a potential earning 
capacity of still greater amount. [Italics added.] 

In other words, having erroneously assumed ownership of the water 
power inherent in the waters of Niagara * and having effectively re- 
moved their activities from public regulation, the Schoellkopfs wrote 


% Consisting of $4,800 ~ : stock and $1,000 of bonds. 

7 In United States v. Chandler-Dunbar Water Power Oo., 229 U. 8, 53, 69, the Supreme 
Court said: 

“* * © that the running water in a great navigable stream is capable of private 
ownership is inconceivable.” 
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up the book costs of their properties to the extent which their unregu- 
lated future profits appeared to justify. 

A more flagrant example of outright inflation has seldom come 
before us. We would be remi$s in our duty if we permitted any por- 
tion of this $11,800,482.24 to be reflected in licensee’s property accounts 
as an investment in this project. 

The $11,800,482.24 suspended by this exception is accordingly dis- 
allowed. 

Exception No. 19 (c)—Write-wp on books of The Niagara Falls 
Power Company (constituent )—$3,307 ,97183.—The $3,307 ,975.83 sus- 
pended by this exception was included in licensee’s Account 397, un- 
distributed fixed capital, on license date as part of the book cost of 
the fixed capital which licensee acquired from The Niagara Falls 
Power Company (constituent) in the 1918 consolidation. This amount 
was suspended since it represents an intercompany profit paid to the 
Cataract Construction Company which had 100 percent ownership 
and control of The Niagara Falls Power Company (constituent). 

Cataract was organized by a group of New York capitalists headed 
by Edward Dean Adams in 1889 and thereafter entered into a series 
of five contracts with The Niagara Falls Power Company (constitu- 
ent).* Under these contracts Cataract acquired control of and 
agreed to finance the enterprise, receiving stocks and bonds of the 
Niagara company in payment for its expenditures plus a profit thereon 
of 3314 percent. 

Under this arrangement the inter-company profit of $3,307,975.83, 
suspended by this exception, was paid to Cataract and charged to the 
construction accounts of The Niagara Falls Power Company (con- 
stituent). This total is composed of the following items: 

1. Profit on lana transactions $1, 252, 250. 00 
2. Profit on plant construction 
8. Profit on transmission line. 


4. Interest on inter-company profits 
5. Adjustment for discount on bonds 


Each of these items requires brief comment. 

1. Profit on land transactions—$1,252,250.00.—Cataract acquired 
title to 1,237 acres of land at a recorded cost of $400,388.35. Pur- 
suant to the contractual arrangements it then sold the land to the 
Niagara company at an “agreed valuation” of $2,437,000” receiving 

% Before its name was changed in 1889, this company was known as the Niagara River 
Hydraulic Tunnel, Power and Sewer Company of Niagara Falls, New York. 

* This amount was computed as follows: 


1,200 acres upland @ $2,000 per acre 
87 acres under water @ $1,000 per acre--.........-~......._.... 


2, 437, 000 


582231—44—-vol. 3-15. 
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$1,996,400 par value of Niagara company stock and $440,600 face value 
of Niagara company bonds.* 

The entire amount of $2,437,000 was charged to the construction 
accounts of the Niagara company as cost of the land but it thereafter 
transferred 535 of the 1,237 acres to two of its affiliates. In so doing 
$744,150 of the inflation was eliminated from the Niagara company’s 
construction accounts,” but the $1,252,250 balance of the inter-company 
profit paid to Cataract remained in such accounts. 

2. Profit on plant construction—$1,842,559.49. 3. Profit on trans- 
mission line—$284,851.55.—As it did on the land transactions, Cataract 
received a profit on the construction of the plant and the transmission 
line in the amounts of $1,842,559.49 and $284,851.55, respectively. 
These inter-company profits also remained in the construction accounts 
of The Niagara Falls Power Company (constituent). 

4. Interest on inter-company profits—$14,538.79.—In addition to 
reimbursement of its expenditures and a 3314 percent profit thereon, 
Cataract received a total of $548,094.83 for interest.” As computed in 
the staff report, $14,538.79 of that amount represents interest on the 
inter-company profits of Cataract, thus in effect compounding the 
profits. 

5. Adjustment for discount on bonds—($86,224).—The Niagara 
company bonds issued to Cataract were sold by the latter at a total 
discount of $899,190.90. Although they were 40-year bonds they were 
not issued for 314 years after they were authorized, 3614 years being 
the time they were actually outstanding. Using 314 years as the con- 
struction period, 34/364 of the total discount of $899,190.90 or $86,244 
is the proper allowance in interest during construction for discount 
on the bonds. 

The inter-company profits, totalling $3,307,975.83 paid to Cataract, 
were included in licensee’s Account 397, undistributed fixed capital, 
on license date, as part of the book cost of the fixed capital which 
licensee acquired from the Niagara Falls Power Company (con- 
stituent) in the 1918 consolidation. 

While the Adams development may be considered a pioneering un- 
dertaking, its promoters were amply rewarded by the profits derived 
from its operations. There being no dispute that the $3,307,975.83 


suspended by this exception represents an inter-company profit, it 
must be disallowed. 


* Cataract recorded the $1,996,400 of stock as a profit on its books. 

“The book cost of the 535 acres to the Niagara company was $165,850 and since it 
received $910,000 par value of stock from its affiliates for these lands, the difference of 
$744,150 represents inflation thus eliminated from the Niagara Company's construction 
accounts. 


= This was in addition to the interest paid on the Niagara company bonds which Cataract 
received. 
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EFFECT OF THE 1918 CONSOLIDATION 


The principal contention which licensee advances in this connection 
is that it is a new corporation formed by the consolidation in 1918 of 
the Hydraulic Power Company of Niagara Falls, the Cliff Electrical 
Distributing Company, and The Niagara Falls Power Company (con- 
stituent), and that the par value of the securities issued and liabilities 
assumed in such consolidation is the cost to licensee of the properties 
of the predecessor companies. Licensee further contends that we 
must allow the amounts entered on its books as fixed capital in the 
consolidation and cannot inquire into whether such amounts represent 
actual investment or inflation by the predecessor companies. 

In support of this contention, licensee asserts that the Schoellkopf 
companies and the Niagara company were unaffiliated competitors 
and the consolidation was therefore an arm’s—length transaction. 

While we recognize the significance to be attached to the values 
finally agreed upon in a transaction between unaffiliated parties who 
have bargained extensively at arm’s—length, we cannot agree with 
licensee’s contention under the facts here presented. 

The statute (c. 596, Laws of 1918) under which the consolidation 
was effected was rushed through the New York legislature as an 
emergency war measure to increase the output of electric power at 
Niagara Falls by utilizing the entire diversion through the higher head 
and more efficient Schoellkopf plant. As the record clearly shows, no 
valuation of the properties of the consolidating companies was made 
or attempted by the legislature. Nor was any valuation made by the 
New York Public Service Commission.* 

The statute provided that the initial capital of the consolidated 
company could equal but not exceed “the aggregate of the outstanding 
capital stocks and the surpluses, unimpaired reserves and undivided 
profits” of the consolidating corporations. The Schoellkopf com- 
panies and the Niagara company were thus able to maintain intact 
the amounts recorded on their books including the inflation previously 
discussed. Neither group therefore had any occasion or incentive to 
scrutinize the other’s property accounts and the consolidation cannot 
be considered an arm’s-length transaction. 

The record further shows that at the time of the consolidation con- 
sideration was given to the possibility that the consolidated corporation 
might thereafter contend that the securities issued in the consolidation 
represented a valuation of the properties transferred from the con- 
stituent companies. The then Governor of New York, Charles Sey- 
mour Whitman, held extended hearings in which the New York Public 


"The New York Commission construed its authority under the special act as being 
limited to an audit of the books of the consolidating companies “to ascertain the amount 
of the companies’ capital stocks, surpluses, unimpaired reserves, and undivided profits.” 
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Service Commission participated. For the purpose of precluding the 
very contention which licensee now urges, Governor Whitman did not 
sign the bill authorizing the consolidation until each of the consolidat- 
ing companies had solemnly stipulated in writing that “the consoli- 
dated company, its successors or assigns, would at no time in the future 
make the claim before the Public Service Commission or other rate 
making authority that the capitalization authorized by the bill * * * 
is or shall be considered as in any respect controlling with regard to 
rates.” 

A principal purpose of this inquiry is the determination of the basis 
for fixing rates. If we should refuse to go behind the consolidation to 
determine the actual investment in this project, we would thus be 
nullifying the stipulation which was the sine gua non of the Governor’s 
approval of the special statute under which the consolidation was 
effected. 

Moreover, apart from the stipulation, we would have to determine 
actual cost to the predecessor companies under the facts here presented. 
The consolidation, as previously stated, cannot be considered an arm’s— 
length transaction. The cost provisions of the Federal Power Act 
“must be taken to forbid inflation of cost by any device” ™ and in de- 
termining the net investment in a licensed project we are “not blinded 
by legal technicalities nor misled by attenuated theories.” * 

Licensee’s valuation testimony.—In support of its contention that 
we must allow the amounts recorded on its books in the 1918 consoli- 
dation licensee introduced extended valuation testimony. Its security 
analyst submitted certain data from which he concluded that the fair 
market value of the securities issued in the consolidation was at least 
equal to the stated or par value of such securities. Licensee also in- 
troduced studies showing a cost of reproduction less accrued deprecia- 
tion of $30,076,000 for the physical properties acquired in the con- 
solidation. Licensee further submitted a hypothetical valuation of 
certain of its lands, with attendant water rights, in the amount of 
$15,000,000. 

The opinion of licensee’s expert that the fair market value of the 
securities issued in the consolidation was at least equal to their par 
value was based upon several gratuitous and erroneous assumptions 
and has no probative value. In comparing licensee’s securities with 
those of other public utilities whose only source of power was not de- 
pendent upon a Federal grant of authority, the witness ignored the 
fact that at the time of consolidation the only Federal authority was 
in the form of a temporary permit which would expire the following 


*“ Alabama Power Co. v. McNinch, et al., 94 F. (24) 601, 618. 
*® Louisville Hydro-Hlectric Co., Licensee, 1 F. P. C. 130, 136, 
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July.* The witness’ failure to give any consideration to the ephemeral 
nature of licensee’s earnings on which his opinion was predicated 
devitalizes the conclusions expressed by him. Nor did he consider 
the fact that the principal predecessor, the Hydraulic Power Company 
of Niagara Falls, was not subject to regulation by the New York 
Public Service Commission while the consolidated corporation was 
expressly made subject to such regulation by the special statute. To 
estimate the future income of the licensee on the basis of the unregu- 
lated past profits of the predecessor company, as the witness did, is to 
impute an impotency to rate regulation which the company itself 
would be the first to dispute. Moreover, the four year period from 
1915 to 1918 used by the witness in making his income comparisons 
was extremely short and, because of the war, cannot be regarded as 
normal. 

The $15,000,000 valuation of certain of licensee’s lands and water 
rights was similarly defective. This presentation did not purport 
to represent cost of such lands and rights but was related to their 
earning power when operated by the licensee. The attempt to de- 
termine cost by capitalizing earnings is a vicious circle where earn- 
ings depend on cost. We have previously had occasion to discuss in 
detail the inherent defects of such efforts to justify inflation by capi- 
talizing power site value. Suffice it to say that both the letter and 
spirit of the Act preclude us from basing any allowance on such 
testimony nor is it necessary to discuss licensee’s reproduction cost 
studies in detail, since we have frequently expressed our objections 
to such testimony. 


CONCLUSION 


In accordance with the foregoing, the $2,024,470.89 of interest dur- 
ing construction suspended by Exception No. 8, and the land items 
of $1,311,029.25 and $650,000.00 suspended by Exceptions Nos. 9 and 
14, are reserved for future investigation and determination. Apart 
from these items totalling $3,985,500.14, we find that the $40,468,368.54 
balance of the $44,453,868.68 recorded cost of all fixed capital in service 
on license date should be disposed of by allowing $24,680,680.22 and 
disallowing $15,787 ,688.32. 


‘ 


%* At the time of the consolidation, The Niagara Falls Power Company (constituent) 
was authorized to divert 10,000 ¢. f. s. under a revocable permit issued by the Secretary 
of War pursuant to the Joint Resolution of June 29, 1918 (40 Stat. 633). The Hydraulic 
Power Company of Niagara Falls had a similar permit to divert 9,500 c.f. s. The Joint 
Resolution expressly provided that such permits would expire on July 1, 1919. 

* Alabama Power Oo., Licensee, 1 F. P. C. 25, 36-37; Alabama Power Co., Licensee, 2 
FP. P. C. 312, 37 P. U. R. (N. 8.) 35, 

% See Chicago District Elec. Gen. Corp., 2 F. P. C. 412, 39 P. U. R. (N. 8.) 263; and 
amicus brief in Railroad Commission of California v. Pacific Gas and Electric Oo., 302 
U. S. 388; éf. Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575, 62 
Sup. Ct. 736. 
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We further find that, subject to said reservation the amount of 
$24,680,680.22 thus allowed represents the actual legitimate original 
cost of this project as of March 2, 1921. 

An appropriate order will issue in accordance with this opinion. 

Lexanp O1ps. 
Cravpe L. Draper. 
Bast Man ty. 
Joun W. Scorr. 
Cryve L. Seavey. 


Order determining actual legitimate original cost and prescribing 
accounting therefor 


The Niagara Falls Power Company 
(Project No. 16) 


Upon consideration of the matters of record with respect to the 
actual legitimate original cost of and net investment in project No. 16, 
The Niagara Falls Power Company, licensee, as of March 2, 1921, and 
having on this date made and entered its opinion in this matter, which 
is hereby referred to and made a part hereof by reference; 

The Commission finds and determines that: 

(1) The book cost of all fixed capital of The Niagara Falls Power 
Company in service on March 2, 1921, was $44,453,868.68, which is the 
total of the amounts listed in column (3) under the heading “Book 
cost of fixed capital in service on March 2, 1921” in the tabulation 
attached hereto as Exhibit “A”; 

(2) The record of this proceeding is inadequate for disposition of 
the items of interest during construction, land and flour mill purchase 
account, listed in column (4) under the heading “Reserved for further 
consideration” in said tabulation; and said amounts, totalling 
$3,985,500.14, are reserved for future investigation and disposition by 
the Commission ; 

(3) For the purpose of determining the net investment in this 
project as of March 2, 1921, the accrued depreciation as of that date 
must be deducted froni actual legitimate original cost, but the record 
in this proceeding is inadequate for the determination of such accrued 
depreciation and the determination thereof is reserved for future 
investigation and disposition by the Commission ; 

(4) The actual legitimate original cost of this project as of March 
2, 1921, exclusive of the items specifically reserved for further con- 
sideration in paragraph (2), supra, is $24,680,680.22, which is the 
total of the amounts listed in column (5) under the heading “Allowed” 
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in said tabulation; and subject to such reservation said amount of 
$24 680,680.22 is allowed; 

(5) The amounts, totalling $15,787,688.32, listed in column (6) 
under the heading “Disallowed” in said tabulation do not constitute 
part of the actual legitimate original cost of this project as of March 
2, 1921; and said amounts, totalling $15,787,688.32, are disallowed ; 

(6) The corrective accounting hereinafter ordered is necessary and 
appropriate under the Federal Power Act to reflect on licensee’s books 
of account the Commission’s determination of the actual legitimate 
original cost of this project; 

The Commission orders that: 

(A) The licensee establish and maintain control accounts with ref- 
erence to this project showing a total debit balance in its fixed capital 
accounts beginning with an entry of $24,680,680.22 (being the total of 
the amounts listed in column (5) under the heading “Allowed” in the 
said tabulation) as the actual legitimate original cost of this project 
as of March 2, 1921, exclusive of the items of interest during construc- 
tion, land and flour mill purchase account, specifically reserved for 
further consideration in paragraph (2), supra; 

(B) The licensee establish and maintain subsidiary accounts show- 
ing and substantiating all entries in such control accounts and classi- 
fying the total for fixed capital in appropriate detail and in accordance 
with the provisions of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licenses revised to December 31, 
1936; 

(C) The licensee remove from this project’s accounts and transfer 
to Account 110, other physical property, the amounts totalling $218,- 
385.13, listed in column (7) under the heading “Other physical prop- 
erty” in the said tabulation; 

(D) The licensee remove from this project’s accounts and transfer 
to a suspense account, appropriately designated, for disposition in 
accordance with the Commission’s opinion in this matter, the amount 
of $31,359.63 listed in column (8) under the heading “Suspense ac- 
count” in the said tabulation; 

(E) The licensee remove from this project’s accounts and transfer 
to earned surplus account the amounts, totalling $15,537,943.56, listed 
in column (9) under the heading “Earned surplus” in the said 
tabulation ; 

(F) Within 60 days of service of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form No. 
76 showing such compliance. 





sen" air nani’ 20 S94 ‘exo ‘tz | LO 89% ‘ELS ‘tz popuaedsns jon 
OF EF6 Leo ST =| SO GSE TE | SI ‘ose ‘SIZ | ZE 889 ‘282 ‘ST Gl Gz ‘LOI Z / 19 ‘OTF ‘O88 ‘IZ pepuodsns [830.1 


£8 ‘926 ‘208 ‘e | £8 S26 ‘208 ‘e e8026‘20e‘g |----"-"~ Seoteaeaemnte 00 ‘d ‘a “BIN JO Syoo wo dn-o711,4 
¥6 TSP 008 IT 42% TSP ‘008 “IT , e ¥Z Z8P ‘008 ‘IT 00 ‘d ‘PAH Jo sqo0q uo dn-oq114 
Ig “ILP 828 TS “IZb ‘Sze Ig “IZ ‘Sze = 00 ‘Cl “A BNO Jo syoog uo dn-o711.4 
~~"| $9 9% - ¢9 Z9Z “y 008 OSNJOl OpIqsVH 
EBB eee. ce: toe a ee soyuBdur00 4UBUD} ‘esnyal Jo TBAOUTAy 
00 ‘009 ‘g YSBo JO} pos yoo4ys feydeg 
yp > SS aie a a a esuedxe puB JUNOOSTp 1q9CT 
00 ‘000 “p21 s19j}0U101d 0} poenss! spuog 

: 00 ‘000 ‘ogo dow oseqound [yur Jno, 
OT ‘Leo ZI OI “289 ZI yoop sjonboly 
Ze “908 ‘I Ze 908 ‘T SYIVI}) YOAMS “OAV OFaTTOO 
98 8 ge '8 SZOVN YOUMS [[TUr ZapA.1Q00[q 
9 69 "£00 ‘8 69 "800 ‘8 SYOVl} YOUMS Puy YIION 
49 G1Z ‘Ze | 49 Tle TE 19 GZ ZE PIG “3g puocoeg 
62 “BEZ ‘2 62 “BEZ “LZ 62 “SEZ “2 pug qWoN—'3ptq A10}087 
Hb WHS ‘VE | HF HES FZ HF PFS ‘VE “sr qooe 4UeUIeAOIGUTT SIT, BIVZVIN 
1% ‘bee ZIT 12 “vee ZIT sjuemyzedep 10430 Uy [BIIdeD 
: GZ 620 ‘IIe ‘Tt | 9% 6Z0 ‘TIE ‘T oo SeSEPasnel = nar 


68 ‘OL ‘620 ‘Z$| 68 OLE ‘F207 moT}ON.IysMOO ZupNp 4801070] 
SP 69T quourdmbe Jojour je} ueUTIedx | 


00 ‘98T OS1NO0O “4SU] UORITUIE “xoTy 
£9 “698 ‘Te 4g IBBNg Jo 100q—"0}0 ‘BayIG 
LE 82S ‘bE U0{ZUTPPOD-pveyY ‘suUOTssTUIMIOD 
ZE SLL ‘108 ‘T ZE ZLL ‘108 ‘T O}{BAVOXY —SJUIMIIAOId UT] [BUBH 
98 ‘PCL ‘IS 98 "PCL ‘18h ujseq [BUBH—UOT}VABOXS YOO 
OF “106 ‘IZI$ OF “0b ‘brIS esuedxe UO}WBz;UBZIQ 


99 FG ‘LE9 ‘ST | so ese Is | eI ese ‘IZ | ce ‘BBO ‘ZEL ‘ST | cz 080 ‘DRO ‘KE | FI OO ‘S86 'E | BORO ‘ESR HR [~~~ TTT TT nomen emnnnnnmnnnnnn nnn “STPI0,L, 





g 
5 
= 
8 
2 
E 








(9) (¢) 


snidins qunoooe on 
poueg esuedsng | [orsad 1Z6I ‘% “IV 
PYO bd ia 4 WO @0TA.108 
pomorestqy PeAolTVy “409 J0q}INY | uy peyduo paxy 


JO} peasosex | “Jo 9800 yoo, 








sjunoure 
POIMOT[VSTP JO UOTIsOdstp ZuyjUNODODYy 














aVy» TWEIexT 





IN THE MATTER OF 
PUGET SOUND POWER AND LIGHT COMPANY, 
LICENSEE 


Determination of Actual Legitimate Original Cost of the Rock Island 
Project, Project No. 943, Washington 


EP-943 


(Decided July 28, 1942) 
Syllabus 


1. The construction period during which interest, taxes, and related items 
may be allowed as part of the actual legitimate original cost of the 
project held not to be extended by deliberate delay of licensee in con- 
struction following the sharp falling off of demand after the business 
recession of 1929-1930, resulting in increased project cost. The con- 
struction period does not extend beyond the date when the licensee, by 
due diligence and prudence, could have completed the project. The 
license prescribed the maximum, not the minimum, period for com- 
pletion of project construction. P. 234. 

. Cost of investigating various streams other than the river involved 
disallowed, since the sites investigated are still available for develop- 
ment. Such cost should be carried in a suspense account until the sites 
investigated are developed or abandoned. P. 235. 

. Cost of making a study, during period 1926-1929, of the power require- 
ments of licensee’s system for the next ten years, disallowed. P. 235. 

. Since none of licensee’s permanent financing could be specifically “ear- 
marked” as applicable to this project only, 6% determined to be a rea- 
sonable rate for use of licensee’s own funds during construction. P. 236, 

. Credits for interest earned on unexpended funds in bank disallowed, since 
the allowance of interest was computed on monthly expenditures rather 
than advances to the contractor. P. 236. 

. Engineering fees of an affiliated construction company allowed only to 
the extent of actual cost to affiliated contractor. P. 236. 

. Contingent salaries (bonuses) of a selected few officers and employees 
of the affiliated contractor, “measured by a percentage of the net earn- 
ings of the corporation,” disallowed as representing a distribution of 
profits. P. 238. 

. Cessation salaries paid by affiliated contractor to its field construction 
employees in the intervals between jobs allowed as a necessary con- 
struction cost. P. 238. 

. Rents and other expenses of branch offices maintained by affiliated con- 
tractor for contact with existing and prospective clients and develop- 
ment of new business do not represent overhead costs on this project, 
since the contractor, because of affiliation, was assured of licensee’s busi- 
ness. P. 238. 
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10. Executive salaries of affiliated contractors representing new busihess ex- 
pense, advertising, and publicity similarly disallowed. P. 238. 

11. Entertainment expenses, traveling expenses, including cost of moving em- 
ployees of an affiliated construction company and their families between 
jobs and branch offices, the annual retainer paid to a technical school, 
miscellaneous items classified as employees welfare and franchise and 
other taxes, disallowed as items of cost. P. 239. 

12. Fees for management services paid to affiliates allowed only to the extent 
of actual cost to the affiliate. P. 240. 

13. Losses resulting from the operation of orchards on project lands pending 
their disposition are a proper project charge, provided licensee debits 
or credits project cost with the net result of its orchard operations in 
subsequent years. P. 241. 

14. An allocation of general administrative expense on the basis of arbitrary 
percentages cannot be approved. Only the actual cost can be allowed. 
P. 242. 

15. Net loss suffered by licensee as the result of bank failure allowed, provided 
additional liquidating dividends are credited to project cost as they 
are received. P. 242. 

16. Rental charges for use of transmission line in furnishing construction 
power to project prior to date of the line’s inclusion under the license 
by amendment, disaliowed. Interest during construction allowed on 
transmission-line expenditures to the same extent as if the line had 
been initially licensed. P. 242. 

17. Cost of power furnished to the project during construction, from licensee’s 
own system, allowed. Claim based upon a study of reproduction cost 
less accrued depreciation as the rate base rejected. P. 243. 

18. Storage charges on turbines disallowed on the ground that such charges 
were attributed solely to a deliberate delay in construction. P. 244. 


William E. Tucker and Charles D. G. Breckinridge (Mudge, Stern, 
Williams and Tucker) for the licensee. 

Charles M. Goetz, Charles V. Shannon and F. R. Bell for the 
Commission. 


By THE CoMMISSION : 
Opinion 


This matter involves the determination, under section 4 (b) of the 
Federal Power Act, of the actual legitimate original cost as of May 
31, 1933, of the Rock Island project No. 943 of the above named 
licensee. 

The project is located on the Columbia River in the State of 
Washington approximately 145 miles downstream from the Grand 
Coulee project and 310 miles upstream from the Bonneville project. 
It was constructed in accordance with plans previously approved by 
us and includes a comparatively low dam, of which the power house 
forms an integral part. The initial installation was 60,000 kw of a 
contemplated ultimate capacity of 150,000 kw. Two 110 kv trans- 
mission lines connecting the power plant with licensee’s system are 
included under the license as amended. 
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On January 21, 1930, we issued a license for the construction and 
operation of this project to Washington Electric Company, a wholly 
owned subsidiary of the licensee. On June 30, 1931, the license was 
transferred, with our approval, to the present licensee. 

Following completion of construction, licensee filed its initial cost 
statement, claiming $15,904,514.57 as the actual legitimate original 
cost of the project as of May 31, 1933. After an accounting examina- 
tion and engineering analysis, the Commission’s staff prepared a re- 
port in which $3,133,144.82 of the claimed cost was suspended for 
further consideration and the balance was recommended for approval. 
Following service of the staff report and licensee’s protest thereto, 
hearings were held before a trial examiner during March 1939. 
Briefs have been filed by counsel for licensee and counsel for the 
Commission. 


AMOUNTS NOT SUSPENDED—$12,771,369.75 


The Commission’s staff recommends that expenditures totalling $12,- 
771,369.75, which were not suspended in the staff report, are proper 
charges to the fixed capital accounts of the project. Upon considera- 
tion of the evidence of record, including the staff’s recommendation, 
this amount of $12,771,369.75 is allowed. 


The $3,133,144.82 balance of the claimed cost which was suspended 
in the staff report will be disposed of after a determination of the 
construction period. 


CONSTRUCTION PERIOD 


There is no dispute that June 1, 1927 marks the beginning of the 
preliminary development period since from this date forward project 
activities show fair continuity.’ 

There is a real dispute, however, as to the date when interest during 
construction, taxes, and related items should cease as project charges. 
Until the middle of 1931 construction progress indicated completion 
of the Rock Island development by August 1, 1932. The transmis- 
sion line was completed and in operation by November of 1931. Gen- 
erating units 1 and 2 were first placed in operation in November and 
October 1931, respectively. After test periods and correction of 
defects, they were available for dependable operation by the spring 
of 1932. To this extent the project was an operating unit of licensee’s 
system as early as April 1932. 

Following the business recession of 1929-1930 there was a sharp 
falling off of demand. The project, contemplated as necessary to 
meet the anticipated growth of demand after August of 1932, was not 


1Cf. Alabama Power Company, Licensee, 1 F. P. C. 25, 41. 
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required to meet the system load. When this became apparent, li- 
censee took steps to retard the construction program. It directed the 
manufacturers to postpone delivery of generator parts and other equip- 
ment. Units 4 and 3 were not put into operation until October and 
December of 1932. The result was to prolong construction activities 
until January 21, 1933, the final date fixed in the license for completion 
of the project. 

Licensee contends that its acts were in conformance with sound 
business principles, that the completion date met the requirements 
of the license and therefore interest during construction should be 
allowed for the entire period to January 21, 1933.. With this we are 
unable to agree. The effect of the deliberate delay in construction 
was to increase project cost and to postpone the necessity of paying 
project fixed charges from revenues of licensee’s system. We cannot 
permit operating losses due to idle installation to be capitalized as a 
construction cost. While we make every effort to require conservative 
planning and reasonable expenditures by a licensee, the Act does not 
guarantee a return on the investment in a licensed project.2 More- 
over, the license prescribes the maximum, not the minimum, period 
which may be utilized in project construction. Interest during con- 
struction, taxes and related charges are to be allowed for the period 
during which licensee, by due diligence and prudence, could have 
completed the project.® 

The U. S. Army engineer proposed a series of dates for the cessa- 
tion of interest and taxes, November 30, 1931 for the transmission line, 
June 1, 1932 for one half of the power plant and other principal works, 
and January 1, 1933 for the balance. The Commission engineer was 
of the opinion that for the purposes of determining interest, taxes and 
related charges during construction, the date of June 1, 1932 should 
be adopted for the entire project. 

After a full consideration of the evidence of record, we conclude 
that with due diligence the project could have been made available 
for the use intended at least by July 31, 1932. The delayed construc- 
tion program affected only generating units 3 and 4. July 31, 1932 
would have permitted the installation of all units and a reasonable 
test period for units 3 and 4 had they been installed when contem- 
plated After eight months’ experience with units 1 and 2 only a 
nominal test period for the identical units Nos. 3 and 4 should have 
been necessary. We are opposed to any capacity allocation of con- 
struction expenditures as suggested by the U. S. Army engineers ® 


2 Cf. Chelan Hlectric Co., Licensee, 1 F. P. C, 91, 97. 

*Cf. Alabama Power Co., Licensee, 1 F. P. C. 25, 41; Clarion River Power Co., 1 F. P. 
C. 269, 287. . 
«Cf. Portland General Plectric Oo., 1 F. P. C. 161, 172-1738. 

* Cf. Chelan Electric Oo., Licensee, 1 F. P. C. 91, 97. 
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and July 31, 1932 is fixed as the end of the construction period for the 
entire project, including the transmission lines. 

Suspension No. 1—Salaries and ewpenses of licensee’s Seattle and 
Wenatchee offices, pre-license—$24,987 07. —We allow this item which 
represents an apportionment to this project of certain salaries and 
expenses of licensee’s Seattle and Wenatchee offices during the pre- 
license period from June 1927 to December 1929, inclusive. The use 
of signed monthly time reports as the basis of apportionment was 
reasonable. The resulting project charges were equitable and have 
been recommended for allowance by the staff. The amounts here 
claimed as construction cost were credited to licensee’s operating 
expenses, those which had been credited to suspense accounts prior 
to 1930 being credited in that year to operating expenses. Such an 
adjustment does not constitute a reaccounting as capital expenditures 
of amounts previously recorded as operating expenses.® 

Suspension No. 2—Investigating other streams—$30,538.06.—This 
amount is an apportionment to the project of the cost of investigating 
various streams in the State of Washington, other than the Columbia 
River on which this project is built, during the period from February 
1923 through April 1929. We disallow this charge since the record 
shows that the sites investigated are still available for development, 
their flow being unaffected by the construction of this project. Such 
cost should be carried in a suspense account until the sites investi- 
gated are developed or definitely abandoned.’ 

Suspension No. 3—Study of power requirements—$28,174.33—We 
also disallow this item which represents an apportionment to the proj- 
ect of the cost of making a study, during the period from July 1926 
through March 1929, of the power requirements of licensee’s system 
for the next ten years. Such surveys are system expenses, one of the 
necessities of alert management, but are not part of actual legitimate 
original cost of this project. 

Suspension No. 4—Interest during construction, prelicense—$10,- 
701.82; Suspension No. 119—Interest during construction, post-li- 
cense—$1,662,363.69; Suspension No. 120—Interest earned on hydro 
construction funds—($3,804.90) ; Suspension No, 207—Interest during 
construction, transmission line—$153,832.20; Suspension No. 208—In- 
terest earned on transmission line construction funds—( $409.68) — 
These suspensions question the amounts claimed by licensee for interest 
during construction. They are discussed together because their dispo- 
sition depends upon (1) the base upon which interest is to be computed, 


*Cf. Northwestern Electric Co., 2 F. P. C. 327, 36 P. U. R. (N.'8.) 202, affirmed North- 
western Electric Co. v. Federal Power Comm., 125 F. (2d) 882. 
t Clarion River Power Oo., Licensee, 1 F. P. C. 269, 296. 
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(2) the period for which interest is to be allowed, (3) the rate of 
interest, and (4) the method of computing interest.* 

We need consider only the last two elements since the first of the 
above-named elements is dependent upon the total claimed expendi- 
tures, other than interest, allowed by us as proper project cost and the 
second we have determined to be from June 1, 1927, to July 31, 1932, 
inclusive. 

None of licensee’s permanent financing can be specifically “ear- 
marked” as applicable to this project only. We must therefore deter- 
mine a reasonable rate of interest to be allowed for use of licensee’s 
own funds during construction. Upon consideration of all evidence 
of record, including the cost of money studies introduced by licensee 
and the staff, we find that 6 percent simple interest is a reasonable rate 
for use of licensee’s own funds. Simple interest at the rate of 6 percent 
per annum is, therefore, allowed for each month during the period 
from June 1, 1927, to July 31, 1932, inclusive, computed upon one-half 
of that month’s net approved project costs (exclusive of interest) plus 
the accumulated net total of approved project costs (exclusive of 
interest) for previous months.” 

Suspensions 4, 119, and 207 are accordingly disposed of by allowing 
$7,682.28, $1,122,564.25, and $104,564.84 and disallowing $3,019.54, 
$539,799.44, and $49,267.36, respectively. 

Since our allowance of interest is computed on monthly expendi- 
tures rather than advances to the contractor, we disallow the $3,804.90 
and $409.68 credits for interest earned on unexpended funds in bank, 
represented by suspensions Nos. 120 and 208, respectively.” 

Suspension No. 5—Stone & Webster Engineering Corporation 100% 
overhead on certain salaries, prelicense—$23,957.11; Suspension No. 
121—Stone & Webster Engineering Corporation 64,% construction 
fee, hydro plant—$663,328.64; Suspension No. 122—Stone & Webster 
Engineering Corporation fixed fees—$43,600.00; Suspension No. 
209—Stone & Webster Engineering Corporation 614% construction 
fee, transmission line—$68,900.33.—These engineering fees were ques- 
tioned by the staff for determination of the portion representing profit 
to licensee’s affiliate, Stone & Webster Engineering Corporation.” 


* Florida Power Corporation, Licensee, 1 F. P. C. 390, 402; Lexington Water Power 
" Company, 1 F. P. C. 430, 437. 

* Cf. Chelan Electric Co., Licensee, 1 F. P. C. 102, 108. 

2% Cf. Safe Harbor Water Power Corp., Licensee, 1 F. P. C. 230, 254; Northern States 
Power Co., 1 F. P, C, 329, 349. 

1 Cf. Florida Power Corporation, Licensee, 1 F. P. C. 390, 404. 

“™ These items represent the contractor’s overheads and profit and are in addition to 
salaries, materials and other costs of the contractor which were charged direct to this 
project. 
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Such determination is the sole issue presented by the suspensions, the 
affiliation being undisputed and licensee having recognized at the 
hearing that the amount to be allowed under our decisions * cannot 
exceed actual cost to the affiliated contractor. 

For preliminary engineering services on this project the contractor 
charged its travelling and incidental expenses,'* direct salaries, plus 
100 percent of the direct salaries to cover overhead of its Boston office. 
The charge for overhead amounting to $23,957.11 was questioned by 
suspension No. 5. For constructing the hydro plant the contractor 
received a 614 percent fee which amounted to $663,328.64 and is repre- 
sented by suspension No. 121.° The contractor was also paid fixed 
fees of $40,500, $1,700, and $1,400, respectively, for acquiring lands and 
rights-of-way, operating the orchards, and operating the plant during 
the construction period.” These fees, totalling $43,600, are questioned 
by suspension No, 122. Finally, the contractor received a 644 percent 
fee for building the transmission line. This fee amounted to $68,- 
900.33 and is represented by suspension No. 209. 

To determine the portion of these fees representing actual cost to 
the contractor, an audit of its books was made by a firm of account- 
ants * employed by licensee for that purpose. Their examination 
disclosed that during the period from January 1, 1928 to May 31, 
1933, the recorded expenses of the contractor’s Boston office totalled 
$22,200,222.24 and included $12,109,489.05 of pay rolls charged direct 
to this and other projects and $10,090,733.19 of overheads. For the 
purpose of determining cost in this proceeding the auditors reduced 
the overheads to $9,493,172.30 by eliminating Federal income taxes, 
intercompany profit in Boston office rent and certain miscellaneous 
items. 

The adjusted overheads of $9,493,172.30 were then prorated monthly 
to this and other projects on the basis of the direct pay roll charged to 
each. This resulted in $623,685.10 of the overheads being allocated 
to this project and in the opinion of the auditors that amount repre- 
sented the cost to the contractor of rendering consulting engineering 
and construction services on this project. 


18 Alabama Power Co., Licensee, 1 F. P. C. 25, 31; Chelan Electric Co., Licensee, 1 F. 
P. C. 102, 108; Lowisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 186; Lewington 
Water Power Co., Licensee, 1 F. P. C. 430, 473. 

4% The charge for travelling and incidental expenses amounting to $25,740.52 was not 
suspended by the staff. 

The charge for direct salaries amounting to $24,131.61 was not suspended by the staff. 

% The contract under which this fee was paid was originally signed by licensee's sub- 
sidiary, Washington Electric Company, and was assigned to licensee on July 1, 1931, after 
the license had been similarly transferred on June 30, 1931. 

7 These fees were in addition to $856,096.01, $28,079.34, and $35,422.82 charged to the 
project as costs incurred by the contractor in acquiring the lands and rights, operating 
the orchards. and operating the plant during construction, respectively. 

18 Hereinafter referred to as the “auditors,” 
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At the hearing licensee adjusted its claim in accordance with the 
auditors’ findings as follows: 











Suspension number Originally claimed Revised claim | Waived 
Be ci dei aneeniabenarenennrstuoddrosnunen $23, 957. 11 $15, 467. 13 $8, 489. 98 
Win onde daweccsnecdnccasshssssccdseceudce 663, 328. 64 
OR ee ee ce a ek 43, 600. 00 545, 905. 80 161, 022. 84 
Dees de dctekc cece secwcksenkicesisdceces= 68, 900. 33 62, 312.17 6, 588. 16 
elie is. Libation 790, 786. 08 623, 685. 10 176, 100. 98 





However, an audit of the contractor’s books by the Commission ex- 
aminer of accounts indicated that additional items should be elimi- 
nated from the contractor’s overhead before it is prorated to this and 
other projects to determine actual cost for purposes of this pro- 
ceeding. These items which totalled $3,630,683.72 for the years 1928 
to 1982, inclusive,” require brief discussion. 

(a) Contingent salaries.—In addition to their regular salaries, cer- 
tain officers and employees of the contractor were paid contingent 
salaries which amounted to $1,502,347.15 during the years 1928 to 1932, 
inclusive. These bonuses were not distributed to the employees gen- 
erally but were limited to a selected few.” Moreover, such payments 
were “measured by a percentage of the net earnings of the corporation.” 
Upon consideration of all the evidence of record we must conclude that 
these payments represented the distribution of profits and no portion 
of the same can be allowed in the actual legitimate original cost of this 
licensed project. 

(6) Cessation salaries—During the years 1928 to 1932, inclusive, the 
contractor paid a total of $300,091.88 as cessation salaries to various 
classes of its field construction employees in the intervals between jobs. 
We concur in the staff’s recommendation and approve such payments 
as a necessary overhead cost of the contractor. 

(c) Investigation expense—This item which totalled $1,104,720.20 
for the period in question consists principally of rent and other ex- 
penses of branch offices * which were maintained to contact existing 
and prospective clients and develop new business. Such charges do 
not represent overhead costs on this project since the contractor, be- 
cause of the affiliation, was assured of licensee’s business. 

(d) Other new business expenses—The $49,616.77 of executive 
salaries representing new business expense, the $466,149.63 of advertis- 





* The 5 months from January to May 1933, inclusive, are not included in this amount. 

* Tn 1930, only 122 of the 1,000 employed in the contractor’s Boston office received such 
payments and the 6 highest paid received $162,926, which was approximately 80 percent 
of their fixed salaries of $196,000. 

= Cf. Lexington Water Power Co., Licensee, 1 F. P. C. 430, 483. 

* These branch offices were located in New York, Chicago, Philadelphia, Pittsburgh, San 
Francisco, Los Angeles, Seattle, and Paris, France. 








$8, 489. 98 
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ing expense and the $30,625.11 paid for publicity during this period 
must be similarly disallowed because of the affiliation. 

(e) Miscellaneous items.—Entertainment expenses which totalled 
$5,535.76 during the years 1928 to 1932, inclusive, cannot be reflected 
in the actual legitimate original cost of this licensed project.* The 
$58,401.60 of travelling expense which included the cost of moving em- 
ployees and their families between various jobs and branch offices had 
no relation to this project. This is also true of the $5,000 annual re- 
tainer paid to Massachusetts Institute of Technology and the other 
items totalling $54,293.44 which were recorded as beneficial payments 
during this period. The miscellaneous items classified as employees 
welfare and totalling $49,867.01 were similarly unrelated to this 
project. 

The lack of association with this project of the $2,000 paid in 1930 
under a guaranty given on work performed in 1915-1917 for a rubber 
company is apparent. The $7,035.17 of miscellaneous franchise and 
other taxes and fees were similarly unrelated to this project. 

We accordingly find that with the exception of cessation salaries, 
which we have approved, the items questioned by the staff do not 
represent necessary and associated overheads for purposes of this 
proceeding. Deducting these items from the recorded overhead, as 
adjusted by licensee’s auditors, and prorating the balance annually 
to this and other projects on the basis of the direct pay roll charged 
to each,”° we find that $419,851 represents the actual cost to the con- 
tractor of rendering consulting engineering and construction services 
on this project. This total consists of $9,129.55 which we allow under 
suspension No. 5, $367,216.38 which we allow under suspensions Nos. 

121 and 122, and $43,505.07 which we allow under suspension No. 209. 
The $14,827.56, $339,712.26 and $25,395.26 balances of such suspensions 
are disallowed. 

Suspension No. 6—Stone & Webster, Inc., management fees, pre- 
iicense—$23,384.44; Suspension No. 123—Stone & Webster Service 
Corporation fees, post-license—$73,049.64; Suspension No. 210—Stone 
& Webster Service Corporation fees, transmission line—$5,303.29.— 
During the prelicense period, licensee paid a fixed percentage of its 
gross earnings to its affiliate, Stone & Webster, Inc., for management 
services incident to licensee’s system operations. On the basis of its 
Seattle office salaries licensee apportioned $23,384.44 of such fees to 
this project and that amount is questioned by suspension No. 6. 


_- 


% Cf. Safe Harbor Water Power Corp., Licensee, 1 F. P. C, 367, 371. 

* Cf. Lexington Water Power Co., Licensee, 1 F. P. C. 430, 457. 

% The overhead ratio for the year 1932 is used for the five months from January to 
May 1933, inclusive. 


582231—44—-vol. 316 
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For management services in connection with the development of 
this project between January 1, 1930, and July 31, 1931, Washington 
Electric Co., the then licensee, paid its affiliate, Stone & Webster Service 
Corporation,”* 1 percent of its monthly charges to project capital 
accounts up to $100,000 and 34 of 1 percent of all such charges in 
excess of $100,000.27 These fees, amounting to $73,049.64 on the 
hydro plant and $5,303.29 on the transmission line, are represented 
by suspensions 123 and 210, respectively. 

The sole issue presented under these suspensions is the determina- 
tion of the actual cost to Stone & Webster of rendering the manage- 
ment services in question. The affiliation is undisputed and for the 
purpose of establishing actual cost an audit of Stone & Webster’s 
books was made by the firm of independent accountants employed by 
licensee for that purpose. 

Their audit disclosed that during the period from January 1, 1927, 
to April 30, 1931, inclusive, the recorded expenses of Stone & Webster 
Service Corporation * consisted of $3,931,817.76 of pay rolls, $719,- 
920.59 of indirect expenses, $231,299.55 of taxes, and $1,078,290.25 of 
other expenses, or a total of $5,960,628.15. 

The auditors eliminated Federal income taxes, inter-company profit 
in Boston office rent, and other items, totalling $295,587.77, for pur- 
poses of this proceeding. However, the balance of $5,665,040.38, which 
the auditors considered to be cost, could not be segregated between 
individual clients from the data on the service company’s books. They 
accordingly computed an hourly rate for servicing expense on the basis 
of the aggregate working hours of division managers in each of the 
years in question. The hourly rate, thus derived, was applied to the 
estimated number of hours devoted to this project during the respective 
years by the division manager supervising the same to determine the 
cost of rendering the services here under consideration. 

At the hearing licensee adjusted its claim to accord with the auditors’ 
findings as follows: 











Suspension No. | Originally claimed Revised claim Waived 
is haben os carte Jasin anch beck pee phe $23, 384. 44 $17, 477. 45 $5, 906. 99 
itivniicdtuicinatléandskibhpunas sbacsechyee 73, 049. 64 37, 861. 20 35, 188. 44 
eb iicetaietiaedsdiduntt bap coonnstepntced 5, 303. 29 4, 123. 80 1,179. 49 
Totals........-. ide hte mada I 101, 737. 37 | 59, 462. 45 | 42, 274, 92 





26 Stone & Webster Service Corporation was organized to take over the functions of the 
management division of Stone & Webster, Inc., as of July 1, 1929. 

77On May 1, 1931, this contract was terminated as to the transmission line but con- 
tinued as to hydro construction at one-half rates until July 31, 1931, when the present 
licensee, following the transfer of the license, began the 2 percent charge for administra- 
tive expense discused under suspensions Nos. 103 and 202, infra. 

78 References to Stone & Webster Service Corporation include the Management Division 
of Stone & Webster, Inc., which performed the management services prior to July 1, 1929, 
when they were assumed by the former which had been organized for that purpose. 
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However, based upon the audit and report of the Commission exam- 
iner of accounts the staff recommends that expenses recorded as adver- 
tising, investigation, entertainment, beneficial payments, employees 
welfare, travel and publicity, and totalling $191,770.04, should also be 
eliminated in computing the amounts to be allowed as cost in this 
proceeding. For the reasons stated with respect to similar items of the 
contractor’s overhead, we concur in the staff’s recommendation. 

Allocating the recorded expenses of the Service company, as thus 
adjusted, on the basis used by licensee’s auditors, we find that $57,- 
441.28 represents the actual cost of rendering the management services. 
This consists of $16,812.26 which we allow under suspension No. 6, 
$36,662.40 which we allow under suspension No. 123, and $3,966.62 
which we allow under suspension No. 210. The $6,572.18, $36,387.24 
and $1,336.67 balances of these suspensions, respectively, are 
disallowed. 

Suspension No. 101—Net loss from operation of orchards and 
lands—$28,079.34.—Orchards were located on certain of the lands ac- 
quired for the project and licensee decided to operate these orchards 
pending their disposition. The venture proved unsuccessful, resulting 
in a net loss as of May 31, 1933, of $28,079.34, which is represented by 
this suspension. 

Under the circumstances, the project site being in the heart of 
Washington’s famous apple section, we think a continuance of the 
orchard operations was proper. Had a profit been made, we would 
have insisted that it be credited to the project. The loss incurred is, 
therefore, a proper charge. 

The staff questioned the inclusion of real estate taxes after the end 
of the construction period in computing the cost of operating the 
orchards. However, we are here determining the result of nonproject 
operations and the end of the period during which interest and taxes 
will be allowed as project cost is not controlling. The $28,079.34 
questioned by this suspension is accordingly allowed provided licensee 
debits or credits project cost with the net result of its orchard opera- 
tions in subsequent years.” 

Suspension No, 102—Salaries and expenses, licensee’s Seattle and 
Wenatchee offices—$22,267 84.—The $22,267.84 questioned by this sus- 
pension is identical to the charge questioned by suspension No. 1 and 
is allowed for the reasons there stated, 

Suspension No. 103—® percent charge for licensee’s general admin- 
istrative expense, hydro post-license—$87 354.79; Suspension No. 
202—2 percent charge for licensee’s general administrative expense, 
transmission line—$12,044.48.—On June 30, 1931, licensee discontinued 


* Since May 31, 1933, licensee has carried its orchard operations in a suspense account 
which had a credit balance of $2,973.80 as of Nov. 30, 1938. 
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the practice of apportioning the salaries and expenses of its Seattle 
and Wenatchee offices, which we have approved under suspensions 1 
and 102, and began charging an arbitrary 2 percent on all of its proj- 
ect charges to cover its general administrative expense. The $87,- 
354.79 thus charged to the hydro plant and the $12,044.48 charged to 
the transmission line were questioned by suspensions 103 and 202, 
respectively. 

We cannot approve such an allocation of general administrative 
expense on the basis of arbitrary percentages.* Licensee recognized 
this at the hearing and submitted a study, based upon time estimates 
which we consider adequate under the circumstances, showing that the 
services which it rendered on the hydro plant and transmission line 
during this period actually cost $43,842.08 and $11,888.46, respectively. 
Licensee further claimed that $29,249.30 should be allowed as actual 
cost of services rendered by its affiliate, Engineers Public Service Com- 
pany, Inc. This claim was predicated upon a study made by the 
auditors on the basis of time estimates, which we will also approve. 

We accordingly approve licensee’s present claim and dispose of the 
$87,354.79 questioned by suspension No. 103 by allowing $73,091.38 * 
and disallowing the balance of $14,263.41. Of the $12,044.48 ques- 
tioned by suspension No. 202, $11,888.46 is allowed and $156.02 is 
disallowed. 

Suspension No, 104—Loss due to bank failure—$6,333.91—This 
item represents a net loss suffered by licensee as the result of a bank 
failure. The record clearly shows that the funds on deposit belong to 
licensee, were used solely for construction purposes, and were reason- 
ably necessary to meet current needs. Such a loss is an unavoidable 
business expense and is allowed as a part of project cost, provided addi- 
tional liquidating dividends are credited to project cost as they are 
received. 

Suspension No. 105—Transmission line rental—$7 660.68 ; Suspen- 
sion No. 106—Power furnished during construction—$50045.76.— 
The rental charge of $7,660.68, represented by suspension No. 105, for 
use of the transmission line in furnishing construction power to the 
project prior to the date when the line was included under the license by 
amendment, is disallowed. However, interest during construction has 
been allowed on the transmission line expenditures to the same 
extent as if the line had been initially licensed. 


* Louisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 144; Alabama Power Company, 
Licensee, 2 F. P. C. 432. 

*% This amount includes the $24,249.30 found to be the cost of services rendered by Engi- 
neers Publie Service Company, Inc., but presumably some portion of the same is attributable 
to the transmission system. 

® Since May 31, 1933, the effective date of the claimed cost statement, five additional 
dividends have been received and credited to the project, thus reducing the net loss to 
$3,167.01. 
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Licensee originally claimed $50,045.76 as the cost of power furnished 
to the project from its system during construction. That amount was 
based upon a contract rate considered analogous by licensee and was 
questioned by suspension No. 106 to determine actual cost. At the 
hearing licensee increased its claim for this item to $62,631.04, based 
upon a study using reproduction cost less accrued depreciation as the 
rate base. We must reject the results of such study as not being proof of 
cost.** Since the hearing licensee has filed the original cost studies re- 
quired by our system of accounts but their correctness has not yet been 
determined. Pending such determination, we will allow $47,846.62 in 
accordance with the testimony of our staff engineer that the power 
furnished cost at least that amount. In the event the original cost 
studies filed by licensee indicate a greater allowance should be made, 
a supplemental order can be adopted adjusting the allowance. With 
this qualification, suspension No. 106 is disposed of by allowing 
$47,846.62 and disallowing $2,199.14. 

Suspension No. 107—Land expenditures—$585.00.—In the opinion 
of the U. S. Army Engineer $325.00 instead of $910 should have been 
paid for certain project lands, the difference of $585 being questioned 
by this suspension. ‘The Commission engineer testified that, although 
the value of these lands when flooded might be nominal, the cost of 
acquiring title by condemnation would probably have been greater 
and he recommended allowance of this item. We adopt his recom- 
mendation and allow the $585 as proper project cost. 

Suspension No. 108—Telephone service between Stone & Webster's 
New York and Boston offices—$283.70 ; Suspension No. 109—Traveling 
expenses between Stone & Webster's New York and Boston offices— 
$751.29; Suspension No. 110—Miscellaneous expenses inapplicable to 
hydro project—$364.10; Suspension No. 201—Non-project easements 
and damages—$746.45; Suspension No. 203—Telephone service be- 
tween Stone d& Webster's New York and Boston offices—$19.85 ; Sus- 
pension No. 204—Traveling expenses between Stone & Webster's New 
York and Boston Offices—$66.41 ; Suspension No. 205—Miscellaneous 
expenses inapplicable to transmission line—$6.51.—These items do not 
represent part of the actual legitimate original cost of this project, 
were waived by licensee, and are accordingly disallowed. 

Suspension No, 111—Storage on turbine parts—$2,216.93 ; Suspen- 
sion No, 112—Insurance on turbine parts—$1,004.50; Suspension No. 
113—Hamndling charges on generator parts—$1,668.00.—Suspensions 

111, 112, and 113 represent charges for storage, insurance, and han- 


% Alabama Power Co, vy. McNinch, 94 F. (2d) 601, 622. 

*This includes $268.71 allowed as the incremental cost of power generated by the 
project and used for project construction subsequent to the date of commercial operation, 
Lexington Water Power Co., 1 F. P. C. 430, 459-460. 
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dling, respectively, of turbines and generator parts for units 3 and 4. 
These amounts were questioned on the ground that they might not have 
been incurred had there been no deliberate delay in construction. The 
evidence indicates that $1,075 of suspension No. 111 was attributable 
solely to such delay and that amount is disallowed. The $1,004.50 and 
the $1,668 questioned by suspensions Nos. 112 and 113, respectively, 
and the $1,141.93 balance of suspension No. 111 represent necessary costs 
which would have been incurrred in any event and are therefore 
allowed, 

Suspension No. 114—F. P. C. preoperation charges on hydro 
plant—$4,830.14; Suspension No. 115—State license fees—$1,922.49; 
Suspension No. 118—T awes—$83 885.77 ; Suspension No. 206—F. P. C. 
annual charges on transmission line—$95.00.—These items were sus- 
pended pending our determination of the construction period. In ac- 
cordance with such determination, suspensions 114, 115, 118, and 206 
are disposed of by allowing $4,146.81, $1,454.88, $53,218.91 and $55.42; 
and disallowing $683.33, $467.61, $30,666.86 and $39.58, respectively. 

Suspension No. 116—Credit for power produced during construc- 
tion—($22,416.98) ; Suspension No. 117—Cost of producing power 
during construction—$35,422.82.—There is no dispute between li- 
censee and the staff that power generated by the project during con- 
struction and delivered to licensee’s system had a value of 3 mills per 
kwh. We accordingly dispose of the credit of $22,416.98 represented 
by suspension No. 116 by allowing the portion, $11,672.94, which ac- 
crued prior to the end of the construction period and disallowing 
the $10,744.04 balance of such credit. 

There is also no dispute between licensee and the staff with respect 
to the $35,422.82 claimed as cost of operating the project during con- 
struction and represented by suspension No. 117. Adjusting such 
charge in accordance with our determination of the construction 
period, $20,114.76 is allowed and $15,308.06 is disallowed. 


CONCLUSION 


Pursuant to the foregoing, we find that the actual legitimate original 
cost of this project as of May 31, 1933, is $14,769,685.29. An appro- 
priate order will be issued in accordance with this opinion. 

Lztanp Oxps. 
Cravpe L. Draper. 
Bastu Manty. 
Joun W. Scorr. 
Cuype L. Seavey. 
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Order determining actual legitimate original cost and prescribing 
accounting therefor 


Puget Sound Power and Light Company 
(Project No. 943) 


Upon consideration of the matters of record with respect to the 
actual legitimate original cost of project No. 943, Puget Sound Power 
and Light Company, licensee, as of May 31, 1933, and having on this 
date made and entered its opinion in this matter, which is hereby 
referred to and made a part hereof by reference; and 

It appearing to the Commission that: 

The licensee, in its initial cost statement, filed with the Commission 
on March 30, 1934, claimed $15,904,514.57 as the actual legitimate 
original cost of this project as of May 31, 1933; 

The Commission finds and determines that: 

(1) The actual legitimate original cost as of May 31, 1933, of this 
project is $14,769,685.29 which is the total of the amounts listed in 
column (4) under the heading “Allowed” in the tabulation attached 
hereto as Exhibit “A”; and said amount is allowed; 

(2) The amounts, totaling $1,134,829.28 listed in column (5) under 
the heading “Disallowed” in said tabulation, do not constitute part 
of the actual legitimate original cost of this project as of May 31, 
1933; and said amounts are disallowed ; 

(3) The corrective accounting hereinafter ordered is necessary and 
appropriate under the Federal Power Act to reflect on licensee’s 
books of account the Commission’s determination of the actual 
legitimate original cost of this project; 

The Commission orders that : 

(A) The licensee establish and maintain control accounts with 
reference to this project showing a total debit balance in its fixed 
capital accounts beginning with an entry of $14,769,685.29 (being the 
total of the amounts listed in column (4) under the heading “Allowed” 
in said tabulation) as the actual legitimate original cost of this project 
as of May 31, 1933; 

(B) The licensee establish and maintain subsidiary accounts show- 
ing and substantiating all entries in such control accounts and classify- 
ing the total for fixed capital in appropriate detail and in accordance 
with the provisions of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees revised to December 31, 
1936 ; 

(C) The licensee remove from this project’s accounts and transfer 
to Account 142, preliminary survey and investigation charges, for 
disposition in accordance with the Commission’s opinion in this matter, 
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the amount of $30,538.06, listed in column (6) under the heading, 
“Preliminary survey and investigation charges” in said tabulation; 

(D) The licensee charge the project electric plant accounts and con- 
currently credit the appropriate nonproject electric plant account 
with the amount of $801.60, listed in column (7) under the heading 
“Nonproject electric plant” in said tabulation; and representing the 
cost of a project easement erroneously charged to a nonproject 
account ; 

(E) The licensee remove from this project’s accounts and transfer 
to Account 271, earned surplus, the amounts, totalling $1,105,092.82, 
listed in column (8) under the heading “Earned surplus” in said 
tabulation ; 

(F) All amounts now carried in licensee’s asset accounts as part of 
the original charges to the cost of this project up to and including 
May 31, 1933, and not otherwise disposed of by this order, and which 
do not represent the cost of some physical property other than this 
project, shall be transferred from such accounts, both control and 
subsidiary, in which included, and the net amount thereof charged to 
Account 271, earned surplus, pursuant to and in accordance with the 
applicable provisions of said Uniform System of Accounts; 

(G) Within 60 days of service of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form 
No. 76 showing such compliance. 
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IN THE MATTER OF 
THE NIAGARA FALLS POWER COMPANY, LICENSEE 


On Order to Show Cause Why Accounting Instructions Contained in Pre- 
vious Order of June 9, 1942, Determining Actual Legitimate Original 
Cost Should Not Be Made Effective and Proposals for Disposition of 
Items Disallowed Be Submitted by Licensee 


EP-16 
(Decided September 1, 1942) 
Syllabus 


1, 134, 829. 28 | 


1. While any deficit created in licensee’s earned surplus by charging dis- 
allowed items of actual legitimate original cost to that account, will 
preclude the declaration of dividends until the deficit is wiped out, 
objection would be substantially eliminated by the creation of a capital 
surplus for the absorption of such deficit. P. 250. 

2. Licensee will not be permitted to retain disallowed amounts in its fixed 
accounts or to accumulate a reserve out of future earnings sufficient in 
amount to equal at the expiration of the license the amount previously 
ordered charged to earned surplus. P. 250. 

8. Contention that determination of actual legitimate original cost of a 
licensed project “is no more than preservation of evidence useful only 
when the license has expired” has been consistently rejected by the 
Courts. P. 251. 

4. The determination of actual legitimate original cost has a direct and 
immediate importance under sec. 10 (d) of the Federal Power Act 
which requires that excessive earnings, after the first 20 years of 
operation under the license, shall be accumulated in an amortization 
reserve for use in reduction of the net investment in the project. P. 251. 

5. Licensee’s contention also ignores sec. 16 of the Act under which the United 
States may take immediate possession of the project when “the safety 
of the U. 8. demands it” in connection with which the cost determina- 
tion is material. P. 251. 

6. Licensee held to have failed to show cause why accounting requirements 
previously prescribed should not be made effective and enforced. P. 252. 
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By THe Commission : 
OprInion 


Transmission line—Postlicense - 


Grand total............. 


This matter is before us upon the response filed by the above-named 
licensee of project No. 16, to our order to show cause (1) why the 
accounting instructions and requirements contained in paragraphs 
(A) to (F), inclusive, of our order of June 9, 1942, in the above matter 


249 

















































250 FEDERAL POWER COMMISSION 


should not be made effective and enforced, and (2) to submit such 
accounting treatment as the licensee may propose for the disposition 
of the disallowed amounts. 

In its response, licensee principally objects to paragraph (E) of 
our order of June 9, 1942, which requires that disallowed amounts, 
totaling $15,537,943.56, be removed from the project accounts and 
charged to earned surplus. It contends, inter alia, that some portion 
of this amount may relate to its nonproject lands and accordingly 
should be transferred to other physical property instead of being 
charged toearned surplus. In addition to the fact that such portion is 
not identified, we are unable to agree with this contention. As licensee 
was fully advised, the staff reports and the extended hearings dealt 
with the book cost of ali fixed capital in service on license date, March 
2, 1921. Although given ample notice and full opportunity to do so, 
licensee failed and refused to identify the inflationary items with par- 
ticular items of property. Moreover, in any event we could not permit 
licensee to retain inflation in its accounts, whether project or 
nonproject. 

We must also reject licensee’s contention that some portion of the 
$15,537,943.56, which we have ordered charged to earned surplus, was 
retired prior to license date, March 2, 1921. Although given ample 
notice and full opportunity to do so at the hearing, licensee failed to 
show what portion, if any, of such amount was in fact retired. 

The basic objection which licensee advances in its response to our 
show cause order is that the accounting requirements we have pre- 
scribed will adversely affect its credit and impair the distribution of 
its earnings. It is probably true that any deficit created in licensee’s 
earned surplus by charging $15,537,943.56 to that account will preclude 
the declaration of dividends, until the deficit is wiped out. However, 
the licensee could have proposed the creation of a capital surplus for 
absorption of such deficit which would substantially eliminate this 
objection. 

We stayed our order of June 9, 1942, and issued our show cause 
order to give the licensee full opportunity to propose an alternative 
accounting treatment for disposition of the disallowed amounts. How- 
ever, instead of submitting any constructive proposals, licensee in its 
response makes the novel request that we revise our accounting require- 
ments to permit it to retain the disallowed amounts in its fixed ac- 
counts “as valid assets for all corporate purposes and for all license 
purposes.” In this connection it asserts that the disposition of the dis- 
allowed amounts has no legal significance except “in connection with 
the ascertainment of a recapture price, should the property be taken 
over in 1971 at the expiration of the license.” It further requests that 
it be permitted to accumulate a reserve out of future earnings suffi- 
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cient in amount to equal at the expiration of the license the $15,537,- 
943.56 which we have ordered charged to earned surplus. 

To sanction such a proposal would be to nullify the basic purposes 
of the Federal Power Act, to ignore the interests of consumers and 
investors, and to permit the declaration of dividends out of capital. 

In sustaining our orders requiring that the disallowed amounts be 
written off to earned surplus, the courts have consistently rejected 
the contention that our determination of the actual legitimate original 
cost of a licensed project; “is no more than preservation of evidence 
useful only when the license has expired.” Louisville Gas & Electrio 
Co. v. Federal Power Commission, 129 F. (2d) 126, 130; Northern 
States Power Co. v. Federal Power Commission, 118 F. (2d) 141; 
Alabama Power Co. v. Federal Power Commission, 128 F. (2d) 280, 
289. 

Petitioner’s contention ignores the provisions of section 10 (d) of 
the Act which require that excessive earnings after the first 20 years of 
operation under the license shall be accumulated in an amortization 
reserve for use in reduction of the net investment in the project. The 
first 20 years under this license have expired and our determination of 
the actual legitimate original cost accordingly has a direct and im- 
mediate importance under section 10 (d) of the Act. 

Petitioner also ignores section 16 of the Act under which the United 


States may take immediate possession of this project when “the safety 
of the United States demands it.” As the Court said in the Louisville 
case, supra: 


While adjudication (of project cost) may not in some respects be applicable 
until after the lapse of years, in other aspects it may instantly become of highest 
importance. This must be so when the safety of the United States requires. 
Bitter experience has demonstrated that threats to national safety do not 
always proclaim their coming in advance, and the need for use by the Government 
of power projects may suddenly appear. In this situation choice between one 
project and another immediately and peremptorily required, may rest upon 
comparative adjudications of cost of construction or net investment (p. 131). 

The final contention advanced by the licensee which requires brief 
comment is its assertion that the accounting requirements we have 
prescribed will conflict with and impair the regulatory jurisdiction 
of the Public Service Commission of New York and of the Securities 
and Exchange Commission. Such contention is clearly erroneous. 
Section 301 (a) of the Federal Power Act, in authorizing us to pre- 
scribe a system of accounts to be kept by every licensee and to deter- 
mine by order the accounts in which particular items shall be entered, 
specifically provides “that nothing in this Act shall relieve any public 
utility from keeping any accounts, memoranda, or records which such 
public utility may be required to keep by or under authority of the 
laws of any State.” 
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Licensee’s efforts to conjure up a conflict between the accounting 
requirements we have prescribed and the regulatory jurisdiction of 
the Securities and Exchange Commission is similarly without merit. 
There is no conflict between the requirements of this Commission and 
those of the Securities and Exchange Commission. On the contrary, 
the coordination of the efforts of the two Commissions to protect the 
consumer, investor, and public interest is well illustrated by the order 
which the Securities and Exchange Commission issued on August 28, 
1942. In the Matter of Niagara Hudson Corporation and Its Subsid- 
iary Companies, File No. 59-62. Holding Company Act Release No. 
3754. That order after reciting inter alia the corrective accounting 
prescribed in this Commission’s order of June 9, 1942, schedules a 
hearing to determine the necessity of prohibiting the declaration of 
dividends on the common stock of The Niagara Falls Power Company 
“to prevent the payment of dividends out of capital.” 

We, therefore, find upon full consideration of the response to our 
show cause order and the entire record in this proceeding that the 
licensee has failed to show any cause why the accounting requirements 
heretofore prescribed in this matter should not be made effective and 
enforced ; and we further find that licensee has failed, although given 
full opportunity to do so, to submit any other accounting treatment 
for disposition of the disallowed amounts. 

An appropriate order will issue in accordance with this opinion. 

Lexanp Oxps. 
Cuavupe L. Draper. 
Basin MANty. 
Joun W. Scorr. 


Order dissolving stay 
The Niagara Falls Power Company 
(Project No. 16) 


Upon consideration of the record in this proceeding and the answer 
filed on August 24, 1942, by the above named licensee of project No. 
16, in response to paragraph (B) of the Commission’s order of August 
14, 1942, requiring licensee : 

(i) To show cause in writing, under oath, why the accounting in- 
structions and requirements contained in paragraphs (A) to (F), 
inclusive, of the Commission’s order of June 9, 1942, should not be 
made effective and enforced ; and 

(ii) To submit to the Commission such accounting treatment as 
the licensee may propose for the disposition of the disallowed amounts ; 
and 
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The Commission having on this date made and entered its opinion 
in this matter, which is incorporated by reference as a part hereof; 
The Commission finds that: 


(1) No cause has been shown why the accounting instructions and 
requirements contained in paragraphs (A) to (F), inclusive, of the 
Commission’s order of June 9, 1942, should not be made effective and 
enforced ; 

(2) Licensee has failed to propose any proper accounting treatment 
for disposition of the disallowed amounts other than that prescribed 
in the Commission’s order of June 9, 1942; and 


The Commission orders that: 


(A) The stay of paragraphs (A) to (F), inclusive, of the Commis- 
sion’s order of June 9, 1942, granted by paragraph (A) of the Com- 
mission’s order of August 14, 1942, be and the same hereby is 
dissolved ; 

(B) Within 60 days of service of this order, licensee comply with 
the Commission’s order of June 9, 1942, and execute and submit to 
the Commission FPC Form No. 76 showing such compliance. 









IN THE MATTER OF 


SUPERIOR WATER, LIGHT & POWER COMPANY 


Proceedings on an Order to Show Cause Why Respondent Should Not 





File Reclassification of Accounts and Original Cost Studies Under 


Federal Power Act 












































IT-5765 
(Decided September 1, 1942) 
Syllabus 


1, As company owns and operates facilities both for the transmission and 
sale at wholesale of electric energy in interstate commerce, it is a public 
utility subject to the jurisdiction of the Commission and is not exempt 
under section 318 of the Federal Power Act from Commission’s account- 
ing requirements because of the provisions of sec. 6 (a) of the Public 
Utility Holding Company Act or because of the accounting requirements 
of the Securities and Exchange Commission under sec. 15 (a) of the 
Holding Company Act applicable to holding companies and their sub- 
Sidiaries as there is no conflict of jurisdiction in the applicability of 
the systems of accounts of the two commissions. P. 256. 

2. Common stock issued at organization found to have been issued by pro- 
moters to themselves wholly without consideration and the resultant 
charge to electric plant accounts is a write-up of plant account properly 
classifiable in Account 107 as not representing a valid cost of property 
and should be charged immediately to Account 271, earned surplus. 
P. 262. 

38. A public utility having in the past exercised allowable accounting dis- 
cretion in apportioning joint expenses between construction and opera- 
tion, may not now reaccount and restate such items to show maximum 
charges to plant account and minimum charges to income. P. 263. 

4. An estimate of unrecorded retirements prior to 1908, subsequently written 
off against either the reserve account or surplus, found inadequate to 
an extent equal to or greater than the subsequent overretirements now 
sought to be restored to public utility’s plant accounts. Such subsequent 
overretirements held to be offset by prior underretirements and should 
not be included in Account 100.1. P. 264. 

5. Bond discount held to be a part of the cost of money, to be treated in 
the Same manner as interest, an expense to be finally discharged when 
the bonds are retired, and not part of the cost of property to be 
capitalized and retired when the property is removed from service by 
charges to depreciation reserve. P. 266. 

6. Bond discount and expenses improperly capitalized should be removed 
from company’s plant account, established in Account 107, electric 
plant adjustments, and disposed therefrom by a charge to Account 271, 
earned surplus. P. 267. 

7. Improper charges to plant account representing items which should have 
been charged to maintenance at the time they were incurred should be 
removed from plant account, Account 107, electric plant adjustments 
and disposed therefrom by a charge to earned surplus. P. 267. 
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8. An amount representing overretirement of transportation equipment 
should be restored in Account 100.1, electric plant in service and the 
credit in Account 107 should be disposed of by transfer to Account 250, 
reserve for deprecietion.: P. 267. 

9. Certain unrecorded retirements offset by an overretirement, resulting 
in net unrecorded adjustments and retirements, removed from plant 
account, established in Account 107, electric plant adjustments, and 
disposed therefrom by a charge to Account 250, reserve for deprecia- 
tion. P. 267. 

10. Contributions by consumers in aid of construction, erroneously treated 
as a reduction of cost of construction, should be restored to plant ac- 
count, established as a credit in Account 107, electric plant adjustments, 
and disposed therefrom by transfer to Account 265, contributions in 
aid of construction. P. 268. 

Chauncey E.. Blake and Glen H. Bell (Sanborn, Blake, and Aberg), 
R. A. Crawford (Crawford & Crawford), A. J. Priest and L. Byron 
Cherry (Reid & Priest) for Superior Water, Light & Power Company. 

Richard J. Connor, George Slaff, and Howell Purdue for the 


Commission. 
By THE CoMMISSION : 
OprniIon 


This proceeding arises under the Federal Power Act and relates 
to the applicability of the Uniform System of Accounts for public 
utilities and licensees prescribed by this Commission and to the 
accounting entries to be entered upon the books of the respondent * 
under certain requirements of such system of accounts. 


HISTORY OF THE CASE 


This Commission, pursuant to the authorization of the Federal 
Power Act, prescribed a uniform system of accounts for public utili- 
ties and licensees which became effective on January 1, 1937. Elec- 
tric plant instruction 2-D of the system of accounts requires the 
reclassification of the electric plant of public utilities and licensees, 
as of the effective date thereof, and the submission to the Commission 
by January 1, 1939, of entries necessary to reflect the reclassification.” 


2 Respondent will be referred to sometime as “the company” or “Superior.” 

* Electric plant instruction 2—D provides as follows: 

“Not later than 2 years after the effective date of this system of accounts, each utility 
shall have completed the studies necessary for classifying its electric plant as of the 
effective date of this system of accounts in accordance with the accounts prescribed herein 
and it shall submit to the Commission the entries it proposes to make to carry out the 
provisions of this instruction. It shall submit also a comparative balance sheet showing 
the accounts and amounts appearing in its books as of the effective date of this system 
of accounts and respective amounts as of the same date after the proposed entries shall 
have been made.” 

The Commission entered a supplemental order on May 11, 1937, in which was set forth 
in considerable detail the information to be submitted in connection with the reclassification 
studies. 


582231—44—-vol. 317 
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The company failed to submit reclassification and original cost 
studies pursuant to these requirements, but did file a reclassification 
and original cost study of its electric, gas, and water properties with 
the Wisconsin Public Service Commission. Such study was the sub- 
ject of a field examination by the staff of that commission, whose 
report was served upon the company. 

The staff of the Federal Power Commission reviewed the study filed 
by Superior and the report thereon of the staff of the Wisconsin 
commission, and concurred in the recommendations made in said re- 
port (with minor exceptions) and recommended that the same be 
made effective with respect to the company’s electric properties. 

Subsequently, on January 27, 1942, this Commission issued its order 
requiring, among other things, that Superior show cause. at a public 
hearing why this Commission should not by order require Superior 
(a) to file reclassification of accounts and original cost studies reflect- 
ing the accounting adjustments recommended in the report served upon 
said company, and (6) to dispose of the amount of $300,000 classified 
in Account 107, in accordance with the evidence adduced at the hearing 
to be held thereon. In this order the Commission provided for a joint 
hearing with the Wisconsin commission but the latter subsequently 
considered separate hearings advisable, and no joint hearing was held.* 

On February 17, 1942, Superior filed a motion to dismiss the order 
to show cause, objecting infer alia to a joint hearing being held by this 
Commission with the Wisconsin commission. This motion was denied 
and thereafter the public hearing of the Federal Power Commission 
was held at Madison, Wis., commencing on March 23 and concluding 
on March 26, 1942. At the outset of the hearing, the company refused 
to offer any witnesses in response to this Commission’s order to show 
cause, but made a proffer of the entire record in the proceeding which 
had just been concluded before the Wisconsin commission and which 
had dealt with the company’s gas and water as well as electric prop- 
erties. Only a small portion of that record had then been transcribed. 
Commission counsel objected to the incorporation of the Wisconsin 
record in evidence on the ground that it would add immeasurably to 
the burden of the record in this case which dealt only with the reclassi- 
fication of electric plant accounts, would confuse rather than clarify 
the issues, and would serve no useful purpose whatever. The objection 
was sustained by the trial examiner. 


JURISDICTION OF THE FEDERAL POWER COMMISSION 


The evidence clearly establishes that the company owns and operates 
facilities both for the transmission of electric energy in interstate com- 


* Formal proceedings before the Wisconsin commission were held March 9 to March 
24, 1942, 
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merce and for the sale at wholesale of electric energy in interstate com- 
merce, and, therefore, is subject to our jurisdiction. 

We cannot subscribe to the contention of the company that section 
6 (a) of the Public Utility Holding Company Act exempts it from 
the Commission’s accounting requirements under section 318 of the 
Federal Power Act. There is nothing in our requirements as to the 
method of keeping accounts which works any change in voting power 
or preferences or other rights of security holders, or which conflicts 
in any manner with the provisions of section 6 (a) of the Public 
Utility Holding Company Act. We also reject the company’s con- 
tention that under section 15 (a) of the same act it is subject to the 
































P accounting requirements of the Securities and Exchange Commission 
. and is, therefore, exempt from the accounting requirements of this 
Commission. The Securities and Exchange Commission has deemed 
- it necessary and appropriate to prescribe an accounting system only 
2 for holding companies and their subsidiaries which do not derive any 
1 revenue or income from their own operation of utility assets or 
y physical properties. As Superior is an operating company, deriving 
t its revenues from the operation of its utility assets, there is no con- 
y flict of jurisdiction in the applicability of the systems of accounts of 
, the two comniissions. 
i CONDUCT AT THE HEARING 
d We feel that this opinion would not be complete without some men- 
n tion of the company’s obstructive attitude at the hearing in response 
g to our order to show cause. Although two of the three witnesses who 
d testified for the company in the Wisconsin commission proceeding 
w were present at the instant proceeding, the company refused to pre- 
h sent any witnesses for direct: examination, except to call these two 
h witnesses and ask if their testimony would be the same in this case 
D- as in the Wisconsin commission case. Respondent offered to pro- 
d. duce a third witness for cross-examination, who, if he could be pro- 
in duced for cross-examination, could equally well have been produced 
to for direct examination. 
‘i- As set forth in our order denying the application to reopen the 
fy hearing, the tendering of witnesses for cross-examination was an 
om. empty gesture on the part of the company. The evidence in the 
Wisconsin commission proceeding which might have been relevant 
in this proceeding could have been presented by the direct sworn 
testimony of available witnesses in this proceeding in but a fraction i: 
, of the time which would have been required to complete the tran- 4 
“ scription of the Wisconsin record and for counsel to attempt to stipu- i 





“Securities and Exchange Commission General Rules and Regulations under the Public 
Utility Holding Company Act of 1935, Rule U-26. 
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late, or for the examiner to rule on, the relevant portions thereof. 
Company counsel’s refusal to have their witnesses give testimony 
directly and under oath in this proceeding was in the face of the fact 
that the testimony of one of its witnesses present at the hearing had 
already been prepared in question and answer form. 

No necessity existed for the introduction here of the entire record in 
the proceeding before the Wisconsin commission, and the trial exam- 
iner properly rejected the conditional offer by company’s counsel. 
Such an offer certainly came with ill grace from this company which 
had objected to this Commission holding a joint hearing with the Wis- 
consin commission because of alleged inconsistencies between the pro- 
cedural and evidentiary rules of the two commissions. 


THE ISSUES OF THE CASE 


The major issues before us are simple. Briefly, they are as follows: 

1. Was the $1,000,000 of common stock issued by the company in 
1889, of which $300,000 was ultimately charged to the electric plant 
accounts, a payment for property or was it a gift by the promoters to 
themselves ? 

2. Shall the company be permitted to restate in its plant account 
the amount of $102,754.73, of which $84,328.10 represents general di- 


rect costs and overheads which, if incurred at all, have been charged 
to expense, and $18,426.63 of which represents a theoretical computa- 
tion of organization costs? 

3. Is the amount of $8,779.81, representing certain overretirements 
by the company subsequent to the year 1908, more than offset by un- 
derretirements prior to 1908 which the company failed to credit to its 
plant account? 

These, together with certain other issues, are discussed in the follow- 
ing paragraphs. 

To the extent that the amount reclassified in Account 100.1, elec- 
tric plant in service, includes fees paid by Superior to associated com- 
panies pursuant to service contracts, these fees are permitted to re- 
main tentatively in that account subject to such further consideration 
as may be deemed warranted at any time in the future. We do not, 
therefore, in this opinion, intend to approve their inclusion in Account 
100.1. 


WAS THE.COMMON STOCK ISSUED EY THE COMPANY IN 1889 A PAYMENT FOR 
PROPERTY OR WAS IT A GIFT BY THE PROMOTERS TO THEMSELVES? 


Properties acquired from predecessors.—Respondent was incorpo- 
rated on September 28, 1889, under the laws of the State of Wisconsin 
for the purpose of rendering water, gas, and electric service to the city 
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of Superior. The organizers were W. R. Merriam, A. H. Wilder, V. M. 
Watkins, and F. B. Kellogg, of St. Paul, Minnesota, and R. C. Elliott 
and F. A. Ross, of Superior, Wisconsin. Upon organization, the en- 
tire issue of $1,000,000 par value of the company’s capital common 
stock was divided among Wilder, Watkins, Elliott, and Ross, while 
Kellogg received 10 qualifying shares. 

On October 31, 1889, respondent purchased the electric properties 
of Superior and Duluth Electric Company and the gas properties of 
Superior Light and Fuel Company. On November 1, 1889, it pur- 
chased the water properties of the Superior Water Works Company, 
and on November 8, 1889, it purchased a pole line of the Superior Arc 
Light and Power Company. All of these properties were located in 
the general area of what is now the city of Superior. Prior to the 
acquisition of these physical properties respondent, on October 18, 
1889, had acquired certain rights and easements known as “the De- 
Forest grants.” 

The Superior and Duluth Electric Company was organized in 1885 
to render electric service in Douglas County, Wisconsin. The com- 
pany began business with an authorized capital stock of $100,000. The 
Daft Electric Company of New York was granted franchises by the 
village of Superior, and later the city of Superior, and in 1888 con- 
veyed its franchise rights to Superior and Duluth Electric Company. 

On October 25, 1889, Superior and Duluth Electric Company con- 
veyed all of its property, rights, and franchises to R. C. Elliott, one 
of the organizers of the respondent, in consideration of $72,309.07. 
The record discloses that this sum represented the cost to the grantor 
of constructed property, plus interest at 6 percent from date of con- 
struction to November 1, 1889. This property was subsequently con- 
veyed on October 31, 1889, from R. C. Elliott to respondent. Although 
the consideration named in the latter instrument of transfer was 
$75,000, respondent actually reimbursed Elliott the original sum of 
$72,309.07, which, after deducting net current assets purchased, re- 
sulted in respondent recording on its books $71,399.05 as the cost to it of 
the property acquired from Superior and Duluth Electric Company 
through Elliott. 

Shortly after acquiring these properties, an electric pole line, con- 
ctrueted for the Superior Arc Light and Power Company by North- 
western Electric Construction and Supply Company, a construction 
contractor, was conveyed to respondent on November 8, 1889, for the 
sum of $4,500. Respondent does not contend that any other or differ- 
ent consideration was paid for such pole line, which was recorded in 
its plant account at $4,500. These two purchases, aggregating 
$75,899.05, are the amounts recorded by respondent in its electric plant 
account. 
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Respondent recorded the purchase of the properties and the issue 
of the stock in its accounts as follows: 
Electric plant 


Gas plant 
Water plant 


Total plant $380, 571. 75 
Electric franchise. 


Gas franchise 
Water franchise 


Total franchise 


While the journal entry reporting the issuance of this stock describes 
these amounts as simply “franchise,” they appear on subsequent bal- 
ance sheets of the company as “franchises, charters and grants,” or 
“franchises, easements and rights of way.” The $1,000,000 thus re- 
corded as franchises has always been carried by respondent in its 
intangible accounts.® 

The DeForest grants——The evidence shows that the DeForest 
grant was assigned to respondent by the DeForest brothers, who in 
1884 had received the grant from Land and River Improvement Com- 
pany. This latter company was a New Jersey corporation owning 
4,000 acres of land in the town site of West Superior. The grant made 
in 1884, by Land and River Improvement Company to the DeForests, 
conferred a sole and exclusive right to the use of streets and alleys in 
the town site for the purpose of laying mains for water and gas, 
maintaining conduits for steam or compressed air, and the conveying 
of electric wires for telephoné, telegraph, power, or other purposes in, 
under, or over the streets and alleys laid out or to be laid out upon the 
lands of the grantor. The consideration stated in the conveyance was 
$1.00 plus 2 percent of the net profits to accrue from said grant. 

On October 14, 1889, Land and River Improvement Company re- 
leased the DeForests from any and all obligations arising out of the 
original grant, including the obligation to pay two percent of the net 
proceeds derived from said grants. The considerations which moti- 
vated this release are recited in the instrument: 

Whereas the improvement of the property of the said Land and River Im- 
provement Company resulting from the said privilege so far as the same has been 
exercised, has been of material advantage to the said Land and River Improve- 
ment Company, and the said Robert W. DeForest and Henry V. DeForest are 
about to assign the said grant with the consent of the said Land and River 


* Subsequently, the amounts allocated to electric and to gas franchises were reversed, 
and the .sount allegedly attributable to electric plant is carried at $300,000.00. 

‘In its studies, the company assigned $110,100 to land and land rights purporting to 
represent the electric portion of the cost of the DeForest grant, and $189,900 to mis- 
cellaneous intangible plant. 
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Improvement Company, to other parties who propose to invest large amounts 
of money in the extension and development of the water and lighting system in 
said city of Superior, from which development and extensions great material 
benefits will result to the Land and River Improvement Company. 

Four days after the release above described was executed, the 
DeForests on October 18, 1889, assigned and transferred to respondent 
the right to lay mains for water and gas and to construct conduits for 
conveying electric wires for lighting, heating, and power purposes in, 
under, or over the streets and alleys laid out or to be laid out on the 
lands of the Land and River Improvement Company. The DeForests 
never operated under this grant, hence respondent was the first to 
devote such grant to utility service. 

The relationship of the parties here concerned is significant. F. H. 
Weeks and George S. Baxter were president and secretary, respec- 
tively, of Land and River Improvement Company at the time the 
release was given to the DeForests. The evidence shows that the De- 
Forests were directors and part stockholders in Land and River Im- 
provement Company. F. H. Weeks, president of the Land and River 
Improvement Company, was the law partner of DeForest. Both 
Weeks and Baxter were heavily interested in Superior Water Works 
Company as majority stockholders and directors, respectively. Weeks 
was also secretary of the Superior and Duluth Electric Company at the 
time its properties were conveyed to respondent through Elliott. 

Evidence of cost—The records of respondent and the evidence in 
this case indicate that none of the common stock issued at organization 
was issued to the DeForests or to predecessor owners of electric prop- 
erties. Further, in the consideration paid for the electric, gas, and 
water properties no amount is included for the DeForest grant. There 
is not the slightest scintilla of evidence in the record to indicate that 
the cost of this grant to respondent was more than the $1.00 mentioned 
in the instrument of conveyance, It is a reasonable conclusion borne 
out by the evidence that, as recited in the instrument of release, the 
benefits that would accrue to Land and River Improvement Company 
through the availability of water, gas, and electricity in the promotion 
of the town site were the sole considerations which motivated the trans- 
fer of this grant to respondent. We must conclude, therefore, that the 
actual cost of the DeForest grant to respondent is the consideration of 
$1.00 stated in the assignment. 

The minutes of the stockholders’ meeting of October 31, 1889, make 
no reference to the DeForest grant, and no reference to these grants 
can be found in the minutes of any other stockholders’ meeting during 
the period of organization. A journal entry made sometime after or- 
ganization refers to the grant as among the rights acquired at 
organization. 
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The record is clear that this stock was issued to persons who con- 
veyed no property, tangible or intangible, to respondent. It is un- 
disputed that no cash consideration was received by respondent for 
this stock. We must conclude, therefore, that the amount of $1,000,000 
does not represent cost of property to the respondent and cannot be 
included, under the provisions of the system of accounts, as a part of 
the original cost of utility plant. The evidence indisputably shows 
that no portion of the capital stock of Superior was issued in payment 
either for the properties of Superior and Duluth Electric Company, 
the properties of Superior Arc Light and Power Company, the De- 
Forest grants, or for franchises. It is clear that the entire $1,000,000 
par value was issued by the promoters to themselves wholly without 
consideration. Such practices are not new to the experience of this 
Commission. The question of the issuance of stock by entrepreneurs 
to themselves as a disguised gift was passed upon by us Jn the Matter 
of Northwestern Electric Company, 2 F. P. C. 327. We find, there- 
fore, that the amount of $300,000, classified by the company in its 
electric plant accounts ($110,100 in land and land rights and $189,900 
in miscellaneous intangible plant) is a write-up of the plant account, 
and as such does not constitute a part of the actual cost of the com- 
pany’s electric plant. The amount of $300,000 is, therefore, properly 
classified in Account 107, electric plant adjustments. 

Disposition of the write-up classified in Account 107 —Having deter- 
mined that the amount of $300,000 is properly classifiable in Account 
107 as a write-up of electric plant, we turn to a consideration of the 
question of the disposition of that amount as required by the provisions 
of that account.’ 

Inasmuch as this $300,000 does not represent a valid cost of prop- 
erty, it has no proper place in the plant account of a public utility and 
must be expunged therefrom. This is true not only under our system 
of accounts but under all sound principles of accounting. We find, 
therefore, that the amount of $300,000 should be charged immediately 
to Account 271, earned surplus. 


RESTATEMENT OF OVERHEADS AND THEORETICAL ORGANIZATION EXPENSE 


Although respondent is required by the Uniform System of Accounts 
to determine the original cost of its electric property by an analysis of 
its books and records,’ the company observed that requirement only 
insofar as bare labor and material costs were concerned. Having 


™The text of Account 107 reads, in part, as follows: 

“(b) The amounts included in this account * * * shall be disposed of as the 
Commission may approve or direct.” 

® Electric plant instruction 2—B reads, in part, as follows: 

“B. The cost to the utility of its electric plant shall be ascertained by analysis of the 
utility’s records. * * *%,” 
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determined these base costs, the company thereafter disregarded gen- 
eral direct costs and overheads recorded on its books and substituted 
in lieu thereof theoretical estimates of such costs, $84,328.10 in excess 
of recorded general direct costs and‘overheads. In addition, the com- 
pany included an estimate of $18,426.63 for organization costs. 

There is no dispute that the amount of general direct costs and 
general overheads claimed by respondent exceed the amounts capital- 
ized by it as a part of the construction cost of property. To the extent 
that such costs have actually been incurred, it is clear that they have 
been charged by respondent either to construction or to operating 
expenses, with the exception of interest, which is chargeable as an 
income deduction. 

We are, therefore, confronted with the problem of whether or not, 
in reclassifying its accounts pursuant to our system of accounts, a 
utility may recompute and restate in plant account amounts represent- 
ing general direct and overhead costs previously charged to operating 
expenses. At the outset it should be noted that such reaccounting is 
specifically forbidden by electric plant instruction 2-B of the system 
of accounts which reads: 

It is likewise not intended that adjustments shall be made to record in electric 
plant accounts amounts previously charged to operating expenses in accordance 


with the uniform system of accounts in effect at the time or in accordance with 
the discretion of management as exercised under such uniform system of accounts. 


Under the system of accounts generally in effect in the past for 
electric utilities, and also the present system, utility officials have been 
and are permitted considerable discretion in accounting for certain 
joint and other costs which cannot clearly be classified as plant costs 
or operating expenses. This is particularly true as to those items 
which are subject to proration or allocation, such as salaries of officers, 
office supplies and expenses, salaries of clerks and stenographers, 
expenses of storerooms, and expense of purchasing activities. It is a 
function of the management to decide how these joint costs shall be 
allocated. Within the limits of reasonableness, broad discretion may 
be exercised. All utilities have exercised discretion in these matters 
and the systems of accounts permitted it. It is undisputed that the 
company exercised its allowable discretion in its past accounting.® 
Reports to regulatory bodies, stockholders, and taxing authorities 
showing cost of plant, operating expenses, and income reflect the effect 
of the discretion exercised by respondent in apportioning joint ex- 
penses between construction and operation. 


*The cross-examination of respondent’s witness Gallaspy discloses the following 
colloquy : 

Mr, Suarr: “Those overheads that were recorded on the company’s books, those that 
were recorded in the past, were recorded on the basis of the discretion of management, 
is that correct?’ 

Mr, GALLAsSPY: “Yes, sir.” 
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The cost of any utility plant is the resultant of the allowable ac- 
counting discretion of the utility as exercised within the limits per- 
mitted by the system of accounts; and the utility, having exercised 
such allowable discretion, is thereafter bound by the cost resulting 
therefrom. It has apportioned these expenses as it deemed appro- 
priate, and in doing so has complied with sound accounting princi- 
ples and the requirements of the Uniform System of Accounts. Its 
officers wish to exercise anew the discretion properly exercised at the 
time. They wish to exercise their discretion so as to show maximum 
charges to plant and minimum charges to income long after the in- 
come statements have served their purpose. The income account is 
fully as important as the plant account, but under the scheme advo- 
cated by the company great doubt would always be cast upon both. To 
achieve this objective, respondent is willing to impeach its past finan- 
cial statements although depreciation expense, taxes, and the sale of 
securities have all in a measure been predicated upon such statements. 

This same question of restatement of overheads was before us in 
In the Matter of Northwestern Electric Company, 36 P. U. R. (N. 8S.) 
202, 2 F. P. C. 327, and there we said: 

We find that the company’s attempt to add to plant costs administrative and 
general expenses previously assigned to operations, not only violates the Com- 
mission’s system of accounts, and fails to conform to sound principles of account- 
ing, but likewise vitiates the principles of equity in relation to its consumers. 
The claimed additional administrative and general costs are therefore disal- 
lowed (p. 338). 

Our opinion on this subject is unchanged and the amount of $84,- 
328.10 is therefore disallowed. 

With respect to the amount of $18,426.63, which the company has 
included as organization expense, there is nothing in the record to 
indicate that the company has sustained the burden of proof to justify 
the allowance of this amount in its plant account. On the contrary, 
these amounts do not appear on the books of the company, and repre- 
sent vague theoretical estimates of costs purportedly incurred in 1889. 
All of the items included therein are conjectural and unsupported, 
and the major portion, such as preliminary surveys and temporary 
stations, do not represent organization costs. We find, therefore, 
that the amount of $18,426.63 must also be disallowed. 


IS THE AMOUNT OF $8,779.81, REPRESENTING CERTAIN OVERRETIREMENTS 
BY THE COMPANY SUBSEQUENT TO THE YEAR 1908, MORE THAN OFFSET 
BY UNDERRETIREMENTS PRIOR TO 1908, WHICH THE COMPANY FAILED 
TO CREDIT TO ITS PLANT ACCOUNT? 


In 1908, respondent removed from its electric plant accounts an 
amount of $125,500 representing an estimate of unrecorded retirements 
from date of organization to date of entry. In its study, respondent 
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ascertained certain overretirements subsequent to 1908 of $8,779.81, 
but accepted the recorded estimate of $125,500 for underretirements 
applying prior to 1908. The company contends that this amount of 
$8,779.81 should be restored to its plant accounts. i 

No dispute exists as to the overretirements of $8,779.81 subsequent 
to 1908. The issue is confined strictly to the adequacy or inadequacy 
of an amount of $125,500 which the company estimated to be the amount 
of its unrecorded retirements from organization to the year 1908. 
From the record it is clear that this amount is an unsupported esti- 
mate which appears on the company’s books and which was subse- 
quently written off against either the reserve account or surplus. 

As of the date of this unsupported estimate, a reproduction cost 
appraisal had been prepared by the railroad and tax commissions 
of Wisconsin. The prices used in this appraisal were admittedly as 
great or greater than actual construction costs, and the overheads 
used therein were substantially in excess of those recorded on the 
company’s books. After writing off this estimate of $125,500, the 
amount to which the company reduced its plant account was in excess 
of this contemporaneous appraisal by at least $8,779.81. Obviously, 
therefore, the company’s estimate of $125,500 for underretirements to 
1908 was inadequate to an extent equal to or greater than the subse- 
quent overretirements of $8,779.81.. The application of the inadequacy 
of the 1908 estimate of unrecorded retirements against subsequent 
overretirements is not inconsistent, and the company’s attempted res- 
toration of overretirements must be modified by the inadequacies of 
previous estimates of underretirements. We accordingly find that 
the overretirements in the amount of $8,779.81 are offset by under- 
retirements prior to that date, and therefore should not be now 
included in Account 100.1. 


BOND DISCOUNT AND EXPENSE 


Respondent in 1889 and 1890 issued $500,000 principal amount of 
5 percent first mortgage gold bonds which were later exchanged for 
6 percent gold bonds. These bonds were sold at a discount of $88,000, of 
which amount $22,650 was charged to the electric plant accounts on 
November 15, 1890. The next sale of bonds occurred on July 1, 1891, 
in the principal amount of $350,000, on which a discount of $70,000 was 
suffered. Of this amount, $16,000 was charged to electric plant ac- 
counts on November 30, 1891. The total of the two discounts charged 
to electric plant amounted to $38,650. Certain expenses, such as 
engraving, printing, authentication, and express charges, were also 
capitalized, amounting to $2,897.50. Of this amount $673.50 was 
charged to respondent’s electric plant accounts. 
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Although these bonds had a life of 30 years, the entire amount of 
the discount and expenses, aggregating $160,897.50, were capitalized 
by respondent, $39,323.50 of the amount being charged to electric plant 
accounts and the balance allocated to the gas and water plant accounts 
of respondent. 

The net proceeds of these issues were employed to acquire properties 
at organization and for additions to property shortly thereafter. 
Respondent divides the bond discount and expense between the amount 
allocable to the bonds issued to finance purchase of the original prop- 
erties and those issued to finance 1890 construction... It admits discount 
estimated at $22,008.50 applicable to the bonds issued to finance the 
purchase of properties is chargeable to surplus. It contends that the 
balance of the discount and expense amounting to- $17,315.00, appli- 
cable to bonds issued for funds to construct electric property, is includ- 
ible in plant accounts and is to be written off as the property is retired. 
Of the $17,315.00 of bond discount and expense thus allocated to con- 
structed electric plant, respondent computes $17,120.88 as applicable 
to plant already retired and proposes to charge this amount to depre- 
ciation reserve. The balance of $194.12 it proposes to retain as a part 
of the original cost of electric plant still in service. 

The accounting treatment proposed by respondent poses the ques- 
tion as to whether or not bond discount is a cost of property or a cost 
of money. If it is to be regarded as a part of the cost of property, 
then it should be capitalized and retired when the property is removed 
from service by charges to depreciation reserve. On the other hand 
if it is to be considered as a part of the cost of money, then it must be 
treated in the same manner as interest, an expense to be finally dis- 
charged when the bonds are retired. 

We are of the opinion that it is elementary that bond discount 
is a part of the cost of money and so related to the coupon rate of 
interest that, only by considering discount together with the stated 
coupon rate of bond interest can the actually effective interest rate 
be determined. Fluctuations in the coupon interest rate have a 
material effect upon the proceeds derived from a bond issue, and there- 
fore upon the discount or premium thereon. 

It would appear that upon the sale of these bonds the company. 
capitalized the full discount and expense applicable to such bonds. 
It is fundamental that the cost of borrowed funds used for construc- 
tion purposes should be capitalized only during the period of con- 
struction. The amount of electric property remaining from the con- 
struction era in which the proceeds of these bonds were employed is 
negligible. What has actually happened is that practically all of the 
costs of property retired have been written from the company’s plant 
accounts but the discount and expense has been allowed to remain. 
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As the construction performed with these proceeds was completed 
substantially. within a period of one year, it would follow that the 
applicable discount and expense capitalized by the company was ap- 
proximately thirty times the propér amount to be capitalized during 
the period of construction. However, the company has adduced no 
evidence as to the amount of such cost during the construction period, 
and the testimony would indicate that the applicable amount would 
be negligible. We find, therefore, that no portion of this $39,323.50 
should be charged against respondent’s reserve for depreciation, and 
that no portion of the amount should remain in the company’s plant 
accounts. The entire amount of $39,323.50 should be removed from 
the company’s plant account, established in Account 107, electric 
plant adjustments, and disposed therefrom by a charge to Account 
271, earned surplus. 


IMPROPER CHARGES TO PLANT ACCOUNT 


An amount of $1,039.88 constituting improper charges to plant 
account is made up of an item of $339.13, representing the cost of re- 
winding line transformers in 1924 and 1925, and an item of $700.75, 
representing the cost of rebuilding a compensator for a motor gen- 
erator. The company concedes, and we so find, that these items 
should have been charged to maintenance at the time they were in- 
curred. Such amounts should be removed from the plant account, 
established in Account 107, electric plant adjustments, and disposed 
therefrom by a charge to Account 271, earned surplus. 


OVERRETIREMENT OF TRANSPORTATION EQUIPMENT 


With respect to an amount of $458.00 representing an overretire- 
ment of transportation equipment, the company concedes, and we so 
find, that this amount should be restored in Account 100.1, electric 
plant in service, and a credit made to Account 107, electric plant 
adjustments. Such credit amount in Account 107, electric plant ad- 
justments, should be disposed of by transfer to Account 250, reserve 
for depreciation. 

UNRECORDED RETIREMENTS 


Certain unrecorded retirements of signs, lathes, patterns, boilers, and 
electric stations, aggregating $8,537.26, are offset by an overretirement 
of stable and shed in the amount of $826.52, resulting in net unrecorded 
adjustments and retirements of $7,710.74. The company concedes, and 
we so find, that this amount should be removed from the plant ac- 
count, established in Account 107, electric plant adjustments, and dis- 
posed therefrom by a charge to Account 250, reserve for depreciation. 
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CONTRIBUTIONS IN AID OF CONSTRUCTION 


An amount of $9,939.91 represents contributions by consumers to- 
ward construction work performed by the company, erroneously 
treated as a reduction of the cost of construction rather than as as 
contribution. The company concedes, and we so find, that this amount 
should be restored to the plant account, established as a credit in Ac- 
count 107, electric plant adjustments, and disposed therefrom by trans- 
fer to Account 265, contributions in aid of construction. 


FINDINGS 


Based upon the evidence in this case, we make the following find- 
ings of fact: 

1. Respondent, Superior Water, Light & Power Company, is a cor- 
poration organized and existing under and by virtue of the laws of the 
State of Wisconsin. 

2. Respondent owns and operates facilities, including transmission 
lines, for the transmission and sale at wholesale of electric energy 
which is transmitted from the State of Minnesota into the State of 
Wisconsin, and consumed by persons other than a transmitter thereof, 
at points within Wisconsin. Such facilities are facilities for the trans- 
mission and sale at wholesale of electric energy in interstate commerce. 
Respondent is, therefore, a public utility within the meaning of the 
Federal Power Act. 

3. Respondent has included in Account 100.1, electric plant in serv- 
ice, an amount of $300,000, equal to and associated with an amount of 
capital stock outstanding and allocated to its electric plant account, 
which stock was issued by the organizers of respondent company to 
themselves without property having been received therefor. Of such 
sum $189,900 is characterized by respondent in its study as “Miscella- 
neous Intangible Plant,” Account 303. The balance of $110,100 in- 
cluded in land and land rights, Account 350, is characterized as being 
the “cost of easements” acquired under a certain grant to the company 
upon its organization, known as the DeForest grant. 

4. The only electric plant franchises or other intangibles which 
respondent has owned consist of the following: 

(a) A franchise granted by the village (later city) of Superior, Wisconsin, in 
1888 to a predecessor corporation of respondent, Daft Blectric Light Company, 
authorizing said company to construct and operate an electric plant and distribu- 
tion system in Superior for a term of thirty years from the date of the grant. 
Such franchise after being devoted to the public service by Daft Blectric Light 
Company was assigned by Daft Electric Light Company to Superior and Duluth 
Electric Company. On October 31, 1889, Superior and Duluth Electric Company 
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conveyed its entire electric properties, including said franchise, to respondent, 
through one Robert ©. Elliott, in consideration of the sum of $72,309.07. Such 
purchase price, representing the cost of construction of the plant and works of 
Superior and Duluth Electric Company, and miscellaneous expenses, plus in- 
terest thereon, was charged by Respondent to its electric plant account. 

(b) A franchise granted by the city of Superior to Superior Arc Light and 
Power Company, another predecessor of respondent, authorizing the construction 
of a system of are and incandescent lighting in the city, which franchise was 
thereafter acquired by Northwest Electric Construction and Supply Company, 
and assigned by the latter company to respondent on November 8, 1889, together 
with a pole line, for the sum of $4,500. 

5. The DeForest grant was made on November 18, 1884, by Land 
and River Improvement Company, the then owner of the town site 
of West Superior, to Robert W. DeForest and Henry W. DeForest, 
without cost to the DeForests, and conferred a sole and exclusive right 
to lay mains for water and gas, and to construct and maintain conduits 
for steam or compressed air, or the conveying of electric wires for 
telephone, telegraph, power, or other purposes, in the streets and alleys 
of said town site of West Superior. On- October 18, 1889, the 
DeForests assigned such grant to respondent. 

6. The original cost of the Daft Electric Light Company franchise 
was nothing. The original cost, if any, of the Superior Arc Light and 
Power Company franchise was contained in the aforementioned pur- 
chase price of $4,500, which sum was charged to respondent’s plant 
account, The original cost of the DeForest grant was $1.00 as indi- 
cated in the instrument of transfer. 

7. The $1,000,000 par value of common stock issued upon organiza- 
tion of respondent in 1889 was a disguised gift to the promoters for 
which respondent received no property, tangible or intangible; and 
of such amount, the $300,000 included by respondent in its electric plant 
accounts constitutes a write-up properly includible in Account 107, 
electric plant adjustments. 

8. The company has failed to comply with the reclassification re- 
quirements of this Commission’s Uniform System of Accounts in that 
it has erroneously included in Account 100.1, electric plant in service, 

(a) the amount of $102,754.73, of which $84,328.10 represents a restate- 
ment in plant accounts of general direct costs and overheads previously 
charged to operating expenses, and the remainder thereof, or $18,426.63, 
alleged organization costs not incurred by the company; (b) the 
amount of $3,779.81, constituting certain over-retirements by the com- 
pany subsequent to the year 1908, which are more than offset by the 
amount of certain retirements prior to 1908 which respondent failed 
to credit to its plant account; and (¢c) the amount of $194.12, repre- 
senting bond discount and expense. 
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9. The company has failed to comply with the reclassification re- 
quirements of this Commission’s Uniform System of Accounts in 
that it has failed to include in Account 100.1, electric plant in service, 
the amount of $458.00, representing an overretirement of transpor- 
tation equipment. 

10. The company has failed to comply with the reclassification re- 
quirements of this Commission’s Uniform System of Accounts in 
that it has disposed of certain amounts which properly should have 
been included in Account 107, electric plant adjustments, pending 
such time as the Commission approved or directed their disposition 
by charges to other balance sheet accounts, as follows: (a) the amount 
of $24,831.62, representing unrecorded retirements in the sum of $7,- 
710.74 and bond discount in the sum of $17,120.88; (b) the amount 
of $9,939.91, representing contributed property; and (c) the amount 
of $23,048.38, representing additional bond discount and expense in 
the sum of $22,008.50 and miscellaneous improper charges to plant 
account in the sum of $1,039.88. 

11. Respondent has failed to show cause why the Commission 
should not, by order, require it (a) to file reclassification of accounts 
and original cost studies reflecting the accounting adjustments pro- 
posed by the Commission’s staff, and (b) to dispose of the $300,000 
classified in Account 107, representing that portion of the common 
stock issued at organization allocated to electric plant. 

12. The $300,000 write-up, the $39,323.50 of bond discount and 
expense, and the $1,039.88 of improper charges to plant should be 
charged to Account 271, earned surplus. 

13. The unrecorded and adjusted retirements, amounting to a net 
of $7,252.74, should be charged against Account 250, reserve for 
depreciation. 

14..The credit adjustment of $9,939.91 should be transferred to 
Account 265, contributions in aid of construction. 

An appropriate order, requiring Superior Water, Light & Power 
Company to file an amended reclassification and original cost study, 
and to adjust its books of account to conform with our opinion and 
findings, will be issued. 

Letanp Oxps. 
Cuavupe L. Draper. 
Bast Manty. 
Joun W. Scorr. 
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Order directing submission of reclassification and original cost studies, 
directing accounting entries and disposition of 
amounts in Account 107 


Superior Water, Light & Power Company 


(IT-5765) 


Upon consideration of the previous orders in this proceeding, the 
evidence adduced of record, the briefs and other documents filed, and 
having on this date made and entered its opinion with findings, in this 
matter, which is incorporated by reference as a part hereof; and 

The attempted restatement in plant account of overheads and theo- 
retical organization costs, in the amount of $102,754.73, and overretire- 
ments subsequent to 1908, in the amount of $8,779.81, having been 
disapproved ; and 

The following amounts, aggregating $337,676.21, having been found 
to be properly classifiable in Account 107, electric plant adjustments: 

Common stock issued upon organization 
Discount and expense on bonds 


Unrecorded and adjusted retirements (net) $7, 710. 74 
Overretirement of transportation equip. (cr.)—-~- 458. 00 


7, 252. 74 
Maintenance costs erroneously capitalized 1, 039. 88 


Contributions in aid of construction (9, 939. 91) 
The Commission orders that : 
(A) Superior Water, Light & Power Company enter on its books, as 
of December 31, 1937, the following reclassification entry : 


BOGE Teer NE Ee | ROI iw nee centeee $974, 795. 14 
107 += Blectric plant adjustments 337, 676. 21 


100.6 Electric plant in process of reclassification 1, 312, 471. 35 


(B) Superior Water, Light & Power Company make the following 
disposition of amounts recorded in Account 107, electric plant 
adjustments: 


(i) Dispose of an amount of $300,000, representing a writeup 
of plant account by a charge to Account 271, earned surplus; 

(ii) Dispose of an amount of $39,323.50, representing dis- 
count and expense on bonds issued in 1891 or prior thereto and 
since retired, by a charge to Account 271, earned surplus; 

(iii) Dispose of an amount of $7,252.74, representing net over 
and underretirements, by a charge to Account 250, reserve for 
depreciation ; 

582231—44—vol. 3 —18 
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(iv) Dispose of an amount of $1,039.88, representing items 
of a maintenance nature capitalized in error, by a charge to 
Account 271, earned surplus; 

(v) Dispose of a credit amount of $9,939.91, representing 
contributions from consumers erroneously credited to construc- 
tion costs, by transfer to Account 265, contributions in aid of 
construction ; 


(C) Superior Water, Light & Power Company file with the Com- 
mission, on or before October 1, 1942, certified copies of the entries re- 
quired by paragraphs (A) and (B) hereof; 

(D) Superior Water, Light & Power Company file with the Com- 
mission, on or before October 1, 1942, reclassification and original cost 
studies of electric plant with respect to the amount of $974,795.14 estab- 
lished in Account 100.1, electric plant in service, as required by electric 
plant accounts instruction 2-D of the Commission’s Uniform System of 
Accounts and order of May 11, 1937. 





CITY OF DETROIT, MICHIGAN, ann COUNTY OF WAYNE, 
MICHIGAN v. PANHANDLE EASTERN PIPE LINE COM- 
PANY AND MICHIGAN GAS TRANSMISSION CORPORA- 
TION 


IN THE MATTER OF 
PANHANDLE EASTERN PIPE LINE COMPANY, MICHIGAN 


GAS TRANSMISSION CORPORATION anp ILLINOIS NAT- 
URAL GAS COMPANY 


Investigation on Complaint and Commission’s Own Motion of Rates 
Charged for the Sale of Natural Gas in Interstate Commerce 


G—200 and G-207 


(Decided September 23, 1942) 
Syllabus 


. The Federal Power Commission may, upon a proper record, enter an 
interim order in rate proceedings under the Natural Gas Act. Federal 
Power Commission vy. Natural Gas Pipeline Company, 315 U. 8S. 575. 
P. 276. 

. There is no need to estimate cost of respondents’ properties as their 
cost records are complete and maintained in accordance with recog- 
nized accounting practice. It seems evident that Congress recognized 
the fallacy of the reproduction cost doctrine, and sought by the enact- 
ment of section 6 (a) of the Natural Gas Act to shelve that illusory 
concept in rate making. P. 279. 

. Rate base held to be the actual legitimate cost of the property used and 
useful in furnishing the service, less the existing depreciation therein, 
plus necessary working capital. P. 280. 

. The unamortized balance of gas sales and purchase contracts originally 
obtained at no cost and subsequently transferred to respondent and 
recorded at inflated values, represents a write-up and must be excluded 
from actual legitimate cost of plant. P. 280. 

. Amortization of write-up would impose an unwarranted burden on the 
consumers and is excluded from operating expenses. P. 281. 

. Where reasonable and proper depreciation accounting practices have 
been observed, the resulting reserve represents the best measure of the 
depreciation existing in the property and should be deducted from the 
gross cost in a rate base determination. P. 281. 

. The Commission allowed as working capital for operation and mainte- 
nance expense a sum equal to 45 days of the actual 1941 total of such 
expense, excluding cost of gas purchased since respondent paid for such 
gas at about the same time in each month as revenues from gas sales 
are collected. P. 283. 
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274 FEDERAL POWER COMMISSION 


8. Working capital should not include the cost of materials and supplies 
on order or estimated to be ordered during the ensuing 6 months, 
without any deduction for materials and supplies issued and used 
during that period. P. 283. 

9. No sepzrate allowance for items of line pack, cash for emergencies and 
minimum bank balances is made because respondents have capitalized 
in its plant accounts amounts for line pack in excess of the sum 
separately claimed as working capital and amounts accrued for taxes 
are more than sufficient to cover the cash required for emergencies 
and minimum bank balances. P. 283. ; 

10. Claim for going concern value based on carrying costs on portion of plant 
idle pending development of business rejected. The items of expense 
embraced in such claim were recouped through past rates and charges 
and failure to attain sales capacity during so-called development period 
was not due to initial difficulties in securing patronage but to refusal 
of parent holding company to permit respondent to sell gas in com- 
petition with other subsidiaries and in territory considered as lying 
within the sphere of influence of other holding company interests: 
P. 284. 

. No going concern value allowance should be made for reimbursement 
to distributing companies for expense incurred in the change-over from 
artificial to natural gas, and in promoting sales. A portion had been 
recovered through past operating expenses and the balance was included 
in the allowed book cost of plant. P. 284. 

. No allowance should be made for value of gas purchase contracts rep- 
resenting the purported present value of future savings anticipated 
in the purchase of gas under certain advantageous contracts. P. 284. 

. Items representing cost of construction work in progress and budget 
estimates of amounts necessary to complete such construction should 
not be included in the rate base since consideration was not given to 
additional revenues to be obtained from the added territory which 
respondents say cannot be estimated. P. 285. 

. Respondents’ claim for future capital expenditures must be disallowed 
P. 285. 

. Respondents are not entitled to a return on their total capitalization as 
represented by the principal amounts of their outstanding securities 
including surplus. P. 285. 

. 6% percent allowed as a fair and liberal rate of return. P. 286. 

. The latest calendar year (1941) held to be the proper test period as being 
the most reliable guide for the future in view of the changing economic 
conditions and the respondents’ rapidly expanding business. P. 287. 

. Even giving effect to the proposed Federal income tax rate of 41 percent, 
as compared with the 1941 rate of 31 percent, it is apparent that in- 
creases in revenues will more than offset all increases in expenses and 
taxes. P. 288. 

. In the absence of a showing by respondents that their direct industrial 
sales are so distinct and separate from their general wholesale business 
that the two cannot be considered together, the Commission concluded 
that. it was not unreasonable to treat the entire business as a unit re- 
quiring no allocation as between the two classes of sales. P. 289. 
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20. The Commission announces a policy of allowing as proper operating ex- 
penses only such taxes as may be termed ordinary or normal, concluding 
that the basis prescribed in the 1940 Revenue Act establishes the highest 
possible level of Federal taxes which may be allowed as an element 
of operating expense for such purpose. P. 291. 

Paul E. Krause and James H. Lee for the City of Detroit, Michigan. 
William E. Dowling and Harold Goodman for the County of Wayne, 
Michigan. 

Glenn W. Clark, D. H. Culton, Robert E. May, and Carl I. Wheat 
for the respondents. 

Milton C. Baldridge and Charles 8. Porritt for Michigan Gas Trans- 
mission Corporation. 

James W. Williams for Michigan Public Service Commission. 

Park Chamberlain, Henry A. Montgomery, and A. V. McKee for 
Michigan Consolidated Gas Company. 
Harry S. Littman for the Federal Power Commission. 


Scorr, CoMMISSIONER : 
OPINION 


The issues now before us in these proceedings are raised by motions 
for an immediate order reducing natural gas rates pending further 
investigation. 

On February 28, 1941, the City of Detroit and the County of Wayne, 
Michigan, filed a petition with this Commission alleging that the rates 
and charges of Panhandle Eastern Pipe Line Company * and Michigan 
Gas Transmission Corporation * for natural gas sold to Michigan Con- 
solidated Gas Company ° for resale in that city and county are unjust, 
unreasonable, and unduly discriminatory. On May 22, 1941, the 
Commission, on its own motion, instituted an investigation of all the 
interstate wholesale natural gas rates and charges of Panhandle East- 
ern and Michigan Gas. The two proceedings were consolidated for 
purposes of hearing. The Michigan Public Service Commission and 
Michigan Consolidated were permitted to intervene. On March 26, 
1942, the Commission enlarged the investigation to include the 
Tilinois Natural Gas Company.‘ 

Hearings were begun on July 15, 1941, and continued thereafter 
from time to time through 84 days until April 23, 1942, when our trial 
examiner adjourned the hearings pending disposition by the Commis- 
sion of the pending motions for an immediate order reducing rates 


1 Hereinafter referred to as “Panhandle Eastern.” 

* Hereinafter referred to as “Michigan Gas.” 

* Hereinafter referred to as ““Michigan Consolidated.” 
* Hereinafter referred to as “Illinois Natural.” 
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filed by the complainants, Michigan Consolidated and counsel for this 
Commission. The record comprises 10,774 pages of transcript of the 
proceedings and 267 exhibits, consisting largely of the respondents’ * 
presentation on direct, cross-examination thereon, and rebuttal 
evidence. 

The complainants offered one witness in support of their petition. 
The respondents offered 24 witnesses who presented a complete rate 
case including, among other matters, evidence of operations, revenues, 
expenses, book cost, and original cost of their properties, “going con- 
cern value,” working capital, gas reserves, depreciation, rate of return, 
future capital expenditures, and allocation of costs. Counsel for the 
Commission called 5 witnesses whose testimony related principally 
to depreciation, a write-up, historical earnings on average net invest- 
ment, working capital, rate of return, and allocation of costs. The 
interveners presented no witnesses. The witnesses were tendered to 
all parties for cross-examination and full opportunity was given to 
present rebuttal evidence. Exhaustive briefs have been filed by the 
parties fully arguing the issues raised by the motions. 

The complainants contend that the respondents’ rates should im- 
mediately be reduced by $6,800,479 per annum; Commission counsel 
seeks a reduction of at least $5,580,887; and Michigan Consolidated 
urges a reduction of $5,489,874. The respondents deny that their rates 
and charges are unjust and contend that the motions should be denied. 


JURISDICTION 


No question has been raised concerning the Commission’s jurisdic- 
tion over the respondents’ rates and charges for the transportation 
and sale in interstate commerce of natural gas for resale, and the 
respondents admit that they are “natural-gas companies” within the 
purview of the Natural Gas Act. 


AUTHORITY FOR INTERIM ORDER 


It has been clearly established by the Supreme Court of the United 
States in the Natural Gas Pipeline Company of America case® that 
this Commission may, upon a proper record, enter an interim order 
in rate proceedings under the Natural Gas Act. 

In the instant proceedings respondents have been given full oppor- 
tunity to present all the evidence they desired to adduce, and to 
cross-examine the witnesses offered by the complainants and Com- 
mission’s counsel. Indeed, respondents’ counsel stated at the con- 


* Panhandle Eastern, Michigan Gas, and Illinois Natural are hereinafter sometimes 
referred to collectively as the “respondents.” 


* Federal Power Commission, et al., v. Natural Gas Pipeline Company of America, et al., 
815 U. 8. 575. 
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clusion of all the testimony now contained in the record that they had 
no further evidence to offer, and that they had not been denied the 
opportunity to present additional testimony. In their brief, respond- 
ents’ counsel state that full and complete evidence has been presented 
dealing with those elements which this Commission has heretofore 
deemed appropriate for consideration in proceedings such as these. 
The record is voluminous and comprehensive, touching those matters 
usually deemed relevant in the rate-making process. It cannot be 
gainsaid that the respondents have had a full and complete hearing. 
Thus, it appears that the record is ripe for a determination of the 
substantive aspects of the problem posed by the motions. 


OWNERSHIP, CONTROL, AND DESCRIPTION OF RESPONDENTS’ SYSTEM 


The respondent, Panhandle Eastern, a Delaware corporation, has 
outstanding 807,367 shares of common stock owned beneficially as 
follows: 404,326 shares (50.1 percent) by Columbia Oil & Gasoline 
Corporation, a subsidiary. of Columbia Gas & Electric Corporation; 
339,475 shares (42 percent) by Missouri-Kansas Pipe Line Company; 
and 63,566 shares by the public. All the outstanding securities of 
respondent, Michigan Gas, a Delaware corporation, and respondent, 
Illinois Natural, an Illinois corporation, are owned by Panhandle 
Eastern. ‘The respondents are operated as a single system for the 
production, gathering, transportation, and sale in interstate commerce 
of natural gas, principally for resale, and it is not controverted that 
the separate corporate entities may be disregarded. 

Panhandle Eastern produces, purchases, 8 and gathers natural gas in 
the Amarillo field of the Texas Panhandle and in the Hugoton field 
in southwestern Kansas. This gas is transported to markets along 
Panhandle Eastern’s main transmission line which extends for a dis- 
tance of about 860 miles from a point in Moore County, in the Texas 
Panhandle, through the States of Oklahoma, Kansas, Missouri, and 
Illinois, to a point near Dana, Indiana, adjacent to the Illinois-Indiana 
boundary. At this point, gas is delivered into the main transmission 
line of Michigan Gas, which extends from Dana, Indiana, to a point 
near Zionsville, Indiana, where the line branches to Detroit, Michigan, 
and to Muncie, Indiana. Through these facilities of Michigan Gas, the 
gas is marketed in Indiana, Ohio, and Michigan. Illinois Natural 
owns numerous lateral lines extending from Panhandle Eastern’s 
main line in Illinois, and serves numerous customers in that State. 
Panhandle Eastern also owns a small section of pipe line, recently 
acquired from the Ohio Fuel Gas Company, connected to the lines of 
Michigan Gas and used to serve certain communities in Indiana and 
Ohio. Together, these lines constitute the longest natural-gas pipe 
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line in the world, serving more than 200 cities, towns, and communities 
with more than 700,000 retail customers in Texas, Kansas, Missouri, 
Illinois, Indiana, Michigan, and Ohio, 


THE RATE BASE 


Evidence of reproduction cost excluded——The record before us 
raises the question of the necessity under the Natural Gas Act, for 
considering evidence of the reproduction cost of respondents’ prop- 
erty. Upon objection of Commission counsel, such evidence was 
excluded by the trial examiner. 

Section 6 (a) of the Natural Gas Act provides: 


Sec. 6. (a) The Commission may investigate and ascertain the actual legiti- 
mate cost of the property of every natural-gas company, the depreciation therein, 
and, when found necessary for rate-making purposes, other facts which bear 
on the determination of such cost or depreciation and the fair value of such 


property. ‘ 

It is obvious from an examination of the record that there is no 
need to estimate the cost of the respondents’ properties. The cost 
records are complete and maintained in accordance with recognized 
accounting practice. The respondents assert that their books accu- 
rately reflect the original cost of the properties. The plant has been 
built within recent years, construction having begun in 1930." There 
is, therefore, no difficulty whatever in ascertaining promptly and 
accurately from respondents’ books the actual legitimate cost of or 
the investment in their property. 

We held in the Chicago District Electric Generating case*® that 
under section 208 (a) of the Federal Power Act (the provisions of 
which are identical with section 6 (a), swpra) that reproduction cost 
evidence is inherently fallacious and should be disregarded under 
that statute. 

It is not deemed necessary to discuss at great length the defects 
and vagaries of reproduction cost evidence. The manifold reasons 


™The books show the gas plant classified of Panhandle Eastern and Illinois Natural, 
combined, at the end of each of the years 1930-41 as: 


$7, 571, 851 $46, 387, 074 


41,815,781 1 58, 071, 907 
nip thd eins einliniinlathisepeldniiastnily 42, 568, 283 1 58, 751, 335 


42, 435, 049 59, 226, 065 
42, 594, 692 64, 380, 428 
42, 441, 201 65, 225, 927 


$2, 340, 353 $9, 226, 241 
2, 854, 167 9, 260, 047 
2,353,183 16 9, 812, 436 
2, 357, 450 12, 295, 897 
2, 897, 880 12, 804, 341 
7, 770, 429 { 


®In the Matter of Chicago District Electric Generating Corp., 39 P. U. R. (N. 8.) 263, 
2¥F. P. C. 412. 
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why such evidence is fallacious, and is obstructive of the regulatory 
process, have been fully expounded by members of the Supreme 
Court * and by this Commission.” _, 

Moreover, in the light of the many expressions emanating from the 
highesé court in the land, and the opinions of competent experts in 
the regulatory field, it seems evident that Congress recognized the 
fallacy of the reproduction cost doctrine and sought by the enact- 
ment of section 6 (a) to shelve that illusory concept as a requisite 
in rate making. Our view, that this was uppermost in the mind of 
Congress, is substantially concurred in by the special committee of 
the Public Utility Law Section of the American Bar Association in 
its report at the annual meeting of such association in September, 
1940." No less significant in this respect is the statement of the 


Supreme Court in the Natural Gas Pipeline Company of America 
case that: 


The Constitution does not bind rate-making bodies to the service of any single 
formula or combination of formulas. Agencies to whom this legislative power 
has been delegated are free, within the ambit of their statutory authority, to 


make the pragmatic adjustments which may be called for by particular 
circumstances. 


When such pronouncement is coupled with the assertion, in the sepa- 
rate concurring opinion, of Justices Black, Douglas, and Murphy 


that: 


As we read the opinion of the Court, the Commission is now freed from the 
compulsion of admitting evidence on reproduction cost or of giving any weight to 
that element of “fair value.” The Commission may now adopt, if it chooses, pru- 
dent investment as a rate base—the base long advocated by Mr. Justice Bran- 
deis. And for the reasons stated by Mr. Justice Brandeis in the Southwestern 


*See concurring opinion of Justices Black, Douglas, and Murphy in Federal Power 
Commission, et al. v. Natural Gas Pipeline Company of America, et al., 315 U. 8. 575, 62 
8S. Ct. 736. Mr. Justice Black dissenting in McCart v. Indianapolis Water Co., 302 U. 8. 
419, 435. Concurring opinion of Mr. Justice Frankfurter and Mr. Justice Black in 
Driscoll v. Edison Co., 307 U. 8. 104, 122. Dissenting opinion of Mr. Justice Brandeis in 
State of Missouri ex rel Southwestern Bell Telephone Co. v. Public Service Commission of 
Missouri, et al., 262 U. S. 276, 292. Mr. Justice Brandeis concurring in St. Joseph Stock- 
yards Co. v. U. 8., 298 U. 8. 38, 88-92. 

10 Chicago District Electric Generating Corp., supra; Canadian River Gas Co., et al., 
supra, p. 32; Hope Natural Gas Co., supra, p. 150; see brief for the United States Amicus 
Curiae, in which this Commission joined, case of Driscoll y. Edison, 307 U. 8. 104. 

“This committee in discussing section 208 of the Federal Power Act and section 6 of 
the Natural Gas Act concluded : 

“It will be noted that the primary duty of the Commission under these two provisions 
is to ascertain the cost of the property and the depreciation therein, and that ‘other facts 
which bear on the determination of such cost or depreciation, and the fair value of such 
property’ are to be determined only ‘when found necessary for rate making purposes.’ 
There is here the possible inference that the Congress, when it drafted this provision, 
was hopeful that the courts would decide that nothing other than the ‘actual legitimate 
cost’ of the property would be ‘found necessary for rate making purposes.’ However that 
may be it is patent that an accounting or cost rate base was dominant in the Congressional 
mind, and that these very recent statutes in that respect are the very antithesis of some of 


the older state statutes which prescribe the reproduction cost new less depreciation 
formula.” 
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Bell Telephone case there could be no constitutional objection if the Commission 
adhered to that formula and rejected all others. 


any thought that reproduction cost evidence is any longer required in 
the rate-making process is substantially destroyed. 

Having been authorized by the Congress to determine in the first 
instance the actual legitimate cost of utility properties and the de- 
preciation therein, we conclude that the rate base is the actual legiti- 
mate cost of the property used and useful in furnishing the service, 
less the existing depreciation in such property, plus the working cap- 
ital necessary to render such service. It is certain from the record 
that no necessity exists requiring the consideration of other facts 
in determining a rate base in these proceedings. It is, therefore, clear 
that the exclusion of reproduction cost evidence by the trial examiner 
was proper. 

The actual legitimate cost—The record clearly shows that the con- 
solidated book cost of the plant in service at December 31, 1941, is 
$79,986,407.% Respondents take the position that their book cost and 
the actual legitimate cost are identical. The movants, for purposes of 
their motions, have accepted this sum as the actual cost of the proper- 
ties, except for an item of $1,172,115, the unamortized amount of “gas 
sales and purchase contracts,” alleged to be a write-up. 

The evidence shows that the partnership firm of Shippey, Maddin 
and Parish Gas Company originally secured these contracts at no 
cost, and thereafter transferred the same to its subsidiary, Missouri- 
Kansas Pipe Line Company, which company recorded them on its 
books at a purported value of $1,105,000. On October 23, 1930, Pan- 
handle Eastern acquired these contracts from Missouri-Kansas Pipe 
Line Company, then its parent, and recorded the same on its books 
at $2,398,402. By December 31, 1941, this amount had been reduced 
through annual amortization charges to $1,172,115. Since the record 
discloses that this unamortized balance of “gas sales and purchase 
contracts” represents a write-up (no property used and useful), it 
must be excluded in arriving at the actual legitimate cost of plant. 


2 This gives effect to the acquisition by Panhandle Eastern on February 6, 1942, of 
Michigan Gas, Indiana Gas Distribution Corporation, and a section of pipe line purchased 
from The Ohio Fuel Gas Company. It also gives effect to the following deductions: 

(a) $139,500 of intercompany profit eliminated by the respondents on their con- 
solidated statements, but not recorded on the books, and (b) $55,016 of “contributions 
in aid of construction.” Indiana Gas Distribution Corporation, hereinafter referred to 
as “Indiana Gas,” a wholly owned subsidiary of Panhandle Eastern, owns and operates 
certain facilities in Indiana through which it serves approximately 1,800 customers with 
natural gas purchased from either Michigan Gas or Panhandle Eastern. Although the 
distribution facilities of this company are not subject to the jurisdiction of this Com- 
mission, it is undisputed that its properties, receipts and expenses are inconsequential in 
comparison with the whole of the respondents’ system, and the parties have treated the 
same as an integral part of the respondents’ interstate operations. We shall therefore 
include the operations of Indiana Gas as part of the respondents’ interstate business for 
purposes of disposing of the motions before us. 
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Panhandle Eastern is currently amortizing this write-up through 
charges to operating expenses at the rate of $293,029 per year. In- 
asmuch as this write-up, if allowed, would impose an unwarranted 
burden on the consumers, it is accordingly excluded from operating 
expenses. 

The elimination from book cost of the said write-up of $1,172,115 
leaves $78,814,292, which is accepted, for purposes of disposing of the 
problems presented by the motions before us, as the actual legitimate 
cost of the respondents’ property used and useful in furnishing gas 
service at December 31, 1941, as shown by the following tabulation: 

Panhandle Eastern $62, 665, 568 
Illinois Natural 2, 871, 194 
Michigan Gas. 22, 643, 847 
Indiana Gas 194, 357 
Pipe line purchased from Ohio Fuel Gas Co 439, 326 


Depreciation.*—The respondents charge amounts for depreciation 
to operating expense and credit the same to depreciation reserves at 
the rate of approximately 3 percent per year on a straight-line basis. 
As shown by the respondents’ books, the depreciation expense in 1941 
was $2,512,498, and the total accumulated depreciation reserves at 
December 31, 1941, was $12,596,987. The Commission’s staff recom- 
mends that for purposes of determining the rates to be fixed by in- 
terim order these amounts be accepted as the annual depreciation 
allowance and accrued depreciation respectively. The respondents 
agree that the book reserves should be accepted for purposes of these 
proceedings as the appropriate measure of the accrued depreciation. 
They do not deny that the annual depreciation expense as recorded 
on the books has been adequate and reasonable. The depreciation 
reserves, as of December 31, 1941, were as follows: 

Panhandle Eastern $10, 405, 047 
Illinois Natural 502, 976 
Michigan Gas * 1, 661, 966 
Indiana Gas 26, 998 


Total 12, 596, 987 
Where reasonable and proper depreciation accounting practices 
have been observed, the resulting reserve represents the best measure 
of the depreciation existing in the property and should be deducted 
from the gross cost in the rate base determination.“ The record dis- 


% The term “depreciation” as herein used includes depletion and amortization. 

4 Reflects a deduction of. $36,000 of intercompany profit eliminated by the respondents 
on their consolidated statements, but not recorded on the books. 

1% Hope Natural Gas Co., supra, p. 150; Chicago District Electric Generating Corp., 39 
P. U. R. (N. 8.) 263, 275, 2 F. P. C. 412; Interstate Power Co., 32.P. U. R. (N. 8.) 1, 10, 
2 FP. P. C, 71. 
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closes that the respondents have followed a consistent accounting 
method in recording the annual and accrued depreciation. The 
amounts have been determined by the management after consulta- 
tion with an independent engineer and geologist as to the propriety 
and reasonableness of the annual provisions and the reserves. The 
testimony of the Commission’s staff is to the effect that the amounts 
which the respondents have set up on their books are adequate and 
reasonable, having in view the economic life of the property as gov- 
erned by such elements of depreciation as the exhaustion of the 
natural gas supply, wear, decay, inadequacy, and obsolescence. There 
is no dispute that these amounts have been sufficient to provide for 
the restoration of the capital investment over the life of the gas 
supply.*® 

The respondents, complainants, and Michigan Consolidated pre- 
sented separate estimates of depreciation expense consisting of a 
combination amortization and annual replacement allowance. Under 
these estimates, the amortization allowance is accumulated at various 
sinking fund interest rates, but the replacement allowance is not 
calculated on a sinking fund basis. There is sharp disagreement 
both as to the sinking fund formula to be used in computing the 
amortization and as to the amount to be allowed for replacements. 
These differences lead to widely varying results. 

No sufficient reasons have been advanced why these estimates are 
to be preferred to the amounts recorded on the respondents’ books. 
For the purpose of disposing of the motions before us, we shall accept 
the respondents’ recorded depreciation expense of $2,512,498 as the 
reasonable annual allowance for depreciation, and the total accumu- 
lated depreciation reserves of $12,596,987 as the actual existing de- 
preciation in the plant as of December 31, 1941. 


Working capital——The respondents claim the following amounts 
for working capital: 


Cash for operating expenses $517, 175 
Cash for emergencies 100, 000 
Penman MAAS Tam NN i eccentric a 316, 303 
Prepayments 134, 5388 
Materials and supplies 735, 724 
Line pack 


The respondents presented evidence indicating that Panhandle Eastern controls re- 
coverable gas reserves of not less than 700 billion cubic feet in the Texas Panhandle field, 
and not less than 1,700 billion cubic feet in the Hugoton field, combined gas reserves 
adequate to supply the respondents’ estimated market requirements for a period of more 
than 25 years. In fact, Panhandle Eastern’s president testified that sufficient additional 


gas reserves could be secured on a favorable and economical basis to meet future require- 
ments for the next 30 to 35 years. 
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The Commission’s staff recommends a total working capital allow- 
ance of $920,000. This sum includes for the respondents $322,701 
of cash for operation and maintenance expenses, $489,893 for materials 
and supplies, $101,097 for prepayments, and $6,309 to provide working 
capital for Indiana Gas. 

We find the staff’s estimated cash allowance for operation and main- 
tenance expense of $322,701 to be proper and reasonable. This sum is 
equal to 45 days of the actual total 1941 operation and maintenance 
expense of the respondents, excluding cost of gas purchased. The re- 
spondents’ higher claim for this item is primarily due to the improper 
inclusion of Panhandle Eastern’s cost of gas purchased. It is clear 
from the evidence that the respondents pay for such gas at about the 
same time in each month as revenues from sales are collected. Hence, 
no allowance should be included in working capital for the cost of 
such gas. 

We accept the staff’s recommendation of $489,893 for materials and 
supplies. This amount represents the actual inventory on hand at 

- December 31, 1941, the largest in the respondents’ operating history. 
The respondents’ higher claim is occasioned by the inclusion for Pan- 
handle Eastern, in addition to the inventory as of June 30, 1941, of 
materials and supplies then on order and estimated to be ordered 
during the ensuing six months, without any deduction for materials 
and supplies issued and used during that period. The exorbitance of 
the respondents’ estimate is demonstrated by the fact that it exceeds 
by at least $260,000 the materials and supplies actually on hand at 
December 31, 1941. 

The staff’s allowance of $101,097 for prepayments, representing the 
actual amount of such items as of December 31, 1941, is considered 
ample. 

The evidence of record convinces us that $920,000 is a fair and rea- 
sonable amount for working capital and the same is allowed. 

We make no separate allowance for the items of line pack, cash for 
emergencies, and minimum bank balances. To do so would result in 
duplication. The evidence discloses that Panhandle Eastern has 
capitalized in its plant accounts amounts for line pack in excess of the 
sum separately claimed for that item as working capital. The amounts 
accrued by the respondents for Federal, State and local taxes are 
more than sufficient to coyer the cash required for emergencies and 
minimum bank balances. Panhandle Eastern alone had approxi- 
mately $3,000,000 in tax accruals at all times during the year 1941. 
Michigan Gas had accrued $268,385 for Federal income taxes and 
$114,000 for Indiana property taxes at December 31, 1941. We have 
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consistently recognized that such tax accruals are available as cash 
working capital.*” 

Going concern value.—We reject the respondents’ claim for going 
concern value of $7,822,533. $5,500,000 of this amount is for so-called 
“carrying cos’ on that portion of plant idle pending development of 
business,” the same species of going concern value disallowed in the 
Natural Gas Pipeline Company of America case, supra. The said 
sum of $5,500,000 consists of a portion of the operating expenses, bond 
interest and ad valorem taxes incurred from the beginning of Pan- 
handle Eastern’s commercial operations on April 1, 1932, to October 
1, 1937, all of which has been recouped through past rates and charges. 
It appears from the evidence that the failure of Panhandle Eastern 
to attain sales capacity during this so-called “development” period was 
not due to initial difficulties in securing patronage, but was because 
of the refusal by its holding company, Columbia Gas & Electric Cor- 
poration, to permit Panhandle Eastern to sell gas in competition with 
other subsidiaries and in territory considered as lying within the 
sphere of influence of other holding company interests. Actually, 
customers along the line were “clamoring” for service, and no justifi- 
cation for the refusal to sell gas has been offered by the respondents. 

$736,619 is for “payments to utility customers” and “contributions 
to customers,” consisting principally of reimbursements to distributing 
companies for expense incurred in the changeover from artificial to 
natural gas, and in promoting sales. Of this sum, $383,722 has been 
recovered through past operating expenses, and the balance of $352,897 
is included in the allowed book cost of plant. 

The remaining item of $1,585,914, “value of gas purchase contracts,” 
is a synthetic figure appearing nowhere on the books, representing the 
purported present value of future savings anticipated in the purchase 
of gas under certain advantageous contracts. The “value” is based 
upon the difference between the present field price and the lower con- 
tract prices of such gas. It would be a travesty on regulation to 
permit fictitious amounts of this character to inflate the rate base. 

Conclusions as to rate base.—Our conclusions with respect to the 


proper rate base as of December 31, 1941, may be summarized as 
follows: 






Actual cost of gas plant in service at December 31, 1941___________- $78, 814, 292 
Less: Accrued depreciation._._------__._--___-_- Bk A tea eeeaed 12, 596, 987 


Actual cost less depreciation 
Working capital 


BY PU oases es an ln a reer eee aces depiphiniss cant Ah esac Argo ah Svein es altos 67, 137, 305 





17 Chicago District Electric Generating Corp., 39 P. U. R. (N. 8.) 263, 276, 2 F. P. C. 
412; Canadian River Gas Co., et al., supra, p. 32; Hope Natural Gas Co., supra, p. 150. 
1% See Columbia Gas & Fuel Co. Vv. Public Utilities Commission of Ohio, et al., 292 U. 8. 
398, 412. 
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The rate base as of February 28, 1942, determined in the same man- 
ner, is $66,697,358.."° These amounts reflect the actual legitimate cost 
of the respondents’ property as an assembled whole and an established 
plant in successful operation. 

The respondents contend thet $4,944,820 of construction work in 
progress, and budget estimates totaling $6,372,100 to complete said 
construction, should be added to the rate base as of February 28, 1942. 
We conclude that it would be highly improper to include these amounts 
in the rate base. The facilities under construction are for the purpose 
of meeting the demands of new or increased business and consist 
mainly of plant additions to extend service to 80 communities in 
Michigan, including Pontiac, Flint, Jackson, Battle Creek, and Kala- 
mazoo, involving service to territory not heretofore served by the 
respondents. If this construction were included in the rate base, rudi- 
mentary principles of fairness would require that full consideration 
also be given to the additional revenues to be obtained from the added 
territory. However, the respondents deny that it is possible to esti- 
mate such increases in revenues. 

The exclusion of this incomplete construction from the rate base 
does not deprive the respondents of just compensation on their actual 
investment therein. The respondents follow the practice of capital- 
izing interest on such amounts during construction. To allow in addi- 
tion a return during the construction period would result in duplicate 
charges against the customers. Insofar as the respondents’ claim 
includes future capital expenditures, the same must, of course, be 
disallowed. As the Supreme Court held in the Natural Gas Pipeline 
Company of America case, supra: 

* * * 


the refusal to include in the rate base capital expendi- 
tures not yet made can not involve confiscation. 


RATE OF RETURN 


A large part of the record is devoted to the subject of rate of return. 
The evidence on this subject is comprehensive and complete, dealing 
fully with those elements which courts and commissions have con- 
sidered pertinent, such as the financial history of the respondents, the 
current cost of money, earnings on securities, commodity price indices, 
etc. 

The respondents have advanced a novel theory which assumes that 
they are entitled to a return on their total capitalization as represented 


® Actual cost of gas plant in service at February 28, 1942 78, 875, 242 
Less: Depreciation reserves 13, 097, 884 


Actual cost less depreciation 65, 777, 358 
Working capital 920, 000 


66, 697, 358 















286 FEDERAL POWER COMMISSION 





by the principal amounts of their outstanding securities including 
surplus.- The fallacy inherent in this approach, however, is that it 
ignores the basic principle that the respondents are entitled to a fair 
and reasonable return upon the actual legitimate cost of their property 
devoted to the public service, less existing depreciation, plus a reason- 
able allowance for working capital, and no more. 

The evidence discloses that the respondents’ business is exception- 
ally free from serious business hazards. The gas supply is assured 
for at least 30 to 35 more years. We have made ample provision in 
the annual depreciation allowance for the restoration of the capital 
investment in the property over the claimed life of the gas supply. 
The respondents’ markets are rapidly expanding and embrace the 
large metropolitan area of Detroit, which alone takes 40 percent of 
the entire output under a long-term contract. Panhandle Eastern’s 
president testified that the demand for service is so great that within 
the next year the respondents will be called upon to sell every cubic 
foot of gas that can possibly be delivered through the lines, and that 
the capacity factor will increase from 70 percent to 90 percent. 

It is likewise apparent from respondents’ own evidence that Pan- 
handle Eastern has been able to raise considerable capital at low cost. 
Only recently it successfully completed a financing program at re- 
markably low rates which resulted in a substantial reduction in its 
annual cost of capital. In February 1941, Panhandle Eastern sold 
$18,250,000 of first mortgage and first lien bonds and $5,000,000 of 
serial notes at an average annual interest cost of 2.74 percent. In 
February 1942, it sold an additional $10,000,000 of first mortgage 
bonds at an interest cost of 3.13 percent and $15,000,000 of preferred 
stock at-a cost of 5.86 percent. After the financing, Panhandle East- 
ern’s annual cost of long-term debt was 2.88 percent and preferred 
stock was 5.87 percent, a combined annual cost of only 3.85 percent for 
these securities. 

Panhandle Eastern has earned an average of 10.64 percent on its net 
investment over the past five years, and Michigan Gas an average of 
8.5 percent during approximately the same period. 

We conclude, upon careful consideration of the record in the light 
of the principles enunciated by the Supreme Court,” that 614 percent 


2 See Bluefield Waterworks € Improvement Co. v. Public Service Commission of West 
Virginia, 262 U. 8S. 679, 692, wherein it is stated: “What annual rate will constitute just 
compensation depends upon many circumstances and must be determined by the exercise 
of a fair and enlightened judgment, having regard to all relevant facts. A public utility 
is entitled to such rates as will permit it to earn a return on the value of the property which 
it employs for the convenience of the public equal to that generally being made at the same 
time and in the same general part of the country on investments in other business under- 
takings which are attended by corresponding risks and uncertainties ; but it has no consti- 
tutional right to profits such as are realized or anticipated in highly profitable enterprises 
or speculative ventures. The return should be reasonably sufficient to assure confidence in 
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is a fair and liberal annual rate of return upon the rate base allowed 
herein. 


RATE REDUCTION 


The consolidated gross operating revenue of the respondents in 1941 
was $17,789,573. 

For the purpose of disposing of the motions for an interim order, 
we accept the respondents’ 1941 consolidated operating expenses as 
shown on their books (before Federal income and excess profits taxes), 
with the exception of $293,029 for the amortization of the write-up in 
“gas sales and purchase contracts” and $6,000 of rate case expense. 
The operating expenses thus allowed total $7,237,496. Adding Federal 
income taxes of $1,093,768 computed at the 1941 tax rate on the taxable 
net income reflecting a fair return of $4,363,925 (614 percent of the 
rate base of $67,137,305 as of December 31, 1941), brings the total 
allowable operating revenue deductions for 1941 to $8,331,264. 

The respondents’ 1941 consolidated gross operating revenue, less 
proper operating revenue deductions, exceeds a fair return by 
$5,094,384. This amount is available for an immediate rate reduction, 
as shown by the following tabulation : 


Gross operating revenue $17, 789, 573 


Operating revenue deductions_.._.........--__-_--1_-----.-- 8, 331, 264 


Income available for return 
Reasonable return—614% of rate base___.___.___--__-____---______ 4, 363, 925 


Total available for rate reduction 


It is clear that a reduction of $5,094,384 in the respondents’ 1941 
rates would reduce gross operating revenue to $12,695,189, which 
amount would yield a fair return upon the rate base as of December 31, 
1941, after payment of all necessary and proper operating expenses 
and charges for that year. 

The test period.—The question arises as to whether the year 1941 is 
a proper period by which to test the respondents’ rates. The record 
contains the respondents’ revenues and expenses from the beginning 
of operations in 1932 through March 31, 1942. Consideration of these 
figures convinces us that the latest calendar year, 1941, is the most 
reliable guide for the future, in view of the changing economic con- 
ditions and the respondents’ rapidly expanding business. 


the financial soundness of the utility and should be adequate, under efficient and economical 
management, to maintain and support its credit and enable it to raise the money necessary 
for the proper diseharge of its public duties. A rate of return may be reasonable at one 
time and become too high or too low by changes affecting opportunities for investment, the 
money market and business conditions generally.” 


582231—44—-vol. 3 19 
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The respondents contend that consideration should be given to a 


$389,000 increase in operating expenses not fully included in their 
1941 consolidated income statement, as follows: 


Increased ex- "coe Increases not 
penses on included in included in 


annual basis 1941 expenses 194] expenses 


Pay roll increases ; $73, 500 
Emergency property protection__._.........-.- 000 221, 500 
Amortization of rate case expense ! 64, 000 


Increased cost of employees’ welfare and pension expense - . 30, 000 
389, 000. 


1 The total rate case expense claimed is $350,000. The respondents contend that this sum should be amor- 
tized over the next five years at the rate of $70,000 per year. 

It is also claimed that allowance must be made for future increases 
in Federal income and excess profits taxes. Significantly, the re- 
spondents do not ask us to consider future increases in revenue. 

A forecast to be proper must, of course, include a prediction of rev- 
enues as well asexpenses. The record clearly shows the trends of both. 
The respondents’ operating expenses, before Federal income taxes, in- 
creased 9.8 percent in the first 3 months of 1942 over the first 3 months 
of 1941. The claimed increases in expenses, including amortization of 
rate case expense, are fully reflected in the 1942 operating expenses. 
The gross operating revenue increased 13.8 percent over the same pe- 
riod, while the respondents’ net investment in plant declined approx- 
imately $70,000. Although the Congress has not yet passed the 
Revenue Act for 1942, it is certain that Federal income taxes will be 
increased. The House of Representatives has recently approved a 
bill providing for a combined normal and surtax rate of 45 percent, 
as compared with the 1941 rate of 31 percent. 

With these data at hand, we can make a reasonable Sorecusk of future 
operations. Applying these trends to the 1941 revenues and expenses, 
as adjusted in this opinion, and giving effect to the latest proposed 
Federal income tax rate of 45 percent, it appears that increases in rev- 
enues will more than offset all increases in expenses and taxes. This 
is shown by the following tabulation: 


| Projected 

has wha | Increase for full 
_ | year 1942 

bh athlehs abenaalaisieil malas sean 


Percent 


Operating revenue . 695, 13.845 | $1, 757, 649 $14, 452, 838 
Operating expenses, exclusive of Federal income taxes - - - » 2Ody 9.82 | 710, 722 | 7, 948, 218 


| 
Net earnings before income taxes... .-...-.-..--.-.----- , 46 19.183 | 1,046, 927 | 
Federal income tax (31% for 1941 and 45% for 1942) - . 965, 077 


6. 504, 620 
2, 058, 845 


Net operating income... -- | 1.875 | 81, 880 | 4, 445, 775 





we 
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Indeed, it is apparent from the foregoing that the net operating 
income for the projected year 1942 exceeds by $81,850 the 614 percent 
return of $4,363,925 on the rate base of $67,137,305. 

The record compels the conclusion that this forecast is liberal te 
the respondents. The main transmission line was operated at a 70 
percent capacity factor in 1941. Panhandle Eastern’s president tes- 
tified that because of anticipated increased sales he fully expects the 
line to be operated at a 90 percent capacity factor in the near future. 
He further testified that the acquisition of Michigan Gas by Pan- 
handle Eastern, effective February 6, 1942, would result in economies 
of operation which, of course, are not reflected in 1941 expenses. 

We find upon the substantial evidence in the record that the reduc- 
tion of $5,094,384 in the respondents’ rates indicated by the 1941 
operations, will leave more than sufficient revenues to yield a fair 
return upon the rate base as of December 31, 1941. 

Direct industrial sales—Upon the record before us, we consider it 
unnecessary to make an allocation of the respondents’ business as 
between sales for resale and direct sales. The direct sales are made to 
19 industrial customers on an interruptible basis and at prices fixed 
in competition with other fuels. 

According to respondents’ own evidence, no capacity has ever been 
constructed or provided in their gas plant for these direct industrial 
customers, It is equally clear that deliveries are made to them only 
when there is available excess off-peak capacity not required by the 
other wholesale customers. As evidence of this fact, in 1941 the 
volume of gas sold to the direct industrial customers amounted te 
13.2 percent of the total system sales, whereas on the system peak day 
of the 1941-42 winter the direct industrial sales constituted only 2.69 
percent of the total deliveries, due to interruptions and curtailments 
brought about by the necessity for meeting the wholesale customer 
requirements. 

Testimony of respondents’ witnesses discloses that only $128,848 of 
the entire investment in plant (less than one-sixth of 1 percent) is 
used exclusively in the service of the direct industrials. Moreover, 
the respondents themselves treat their entire business as a unit and 
make no segregation of costs or profits on their books as between the 
two classes of sales. Indeed, Panhandle Eastern’s president testified 
quite clearly on cross-examination that any attempt to allocate would 
be “theoretical,” “unrealistic,” and “not practical” because of the 
unified character of the business. 

Deliveries to the direct industrials are made only when the plant 
is not fully used in serving the requirements of the wholesale business, 
and are curtailed or interrupted when the capacity is required by the 
wholesale customers. It is apparent that the incidental direct indus- 
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trial business is in reality‘a byproduct of the wholesale business, com- 
parable to the respondents’ gasoline extraction business, All parties 
are agreed that the expenses and revenues in connection with the sale 
of gasoline extracted from the natural gas should be treated as an 
integral part of the respondents’ entire operations. Thus, it is mani- 
fest from the evidence that the direct industrial sales are purely inci- 
dental to the main or principal enterprise, viz: the wholesale business 
of the respondents. 

It is obvious from the record that respondents have made no clear 
and convincing showing that the direct industrial sales are so distinct 
and separate from the general wholesale business that the two cannot 
here be considered together. We conclude, therefore, that, under such 
circumstances, it is not unreasonable to treat the entire business as a 
unit requiring no allocation as between the two classes of sales. 


TAX INCREASE DUE TO THE WAR EFFORT 


While we have arrived at certain definite conclusions in disposing 
of the motions for an interim order reducing rates herein, the tax 
problem posed by legislation pending in the Congress makes it im- 
perative that we make further comment on this subject. 

We take judicial notice of the fact that our country is waging a 
war for survival. It is common knowledge that there will be in- 
creased tax burdens resulting from the requirements inherent in a 
global conflict. Business as usual is out—in fact, a great many so- 
called “small enterprises” have ceased to exist. Normal business 
during this period of grave emergency is at an end. Obviously, no 
one can expect to maintain a status or condition of business unaffected 
by the holocaust now sweeping the world. Increased tax burdens 
must be borne by the utility which enjoys a monopolistic position in 
the economic field; as well as by others who have no such advantage. 

Proposals now pending in Congress to raise additional taxes are 
required to defray in part greatly increased expenditures resulting 
from the war effort. In this regard the report of the House Com- 
mittee on Ways and Means,” considering the proposed Revenue Bill 
of 1942, after first pointing out that “the cost of the war effort is 
placing upon the Nation a financial burden unequaled in our his- 
tory,” states: 


It is thus apparent that our revenue needs are extreme and your committee 
have endeavored to secure every dollar of additional revenue which, in its 
opinion, the national economy can bear. In its effort toward this objective, 
however, care has been exercised in every instance not to place an unbearable 
burden upon any taxpayer. 


*t H, Rept. No. 2333, 77th Cong., 2d Sess., July 14, 1942. 
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Moreover, the President in his message to Congress July 30, 1941, 
requesting enactment of legislation for control of prices, stated: 

Inflationary price rises and increases in the cost of living are today threaten- 
ing to undermine our defense effort. 

Thus it appears that the doctrine of unjust enrichment as well as 
equity and good conscience compel the conclusion that a utility should 
not be permitted to thwart the purpose and spirit of the war price 
control legislation and the revenue laws by passing such abnormal 
tax requirements along to its consumers as an operating expense to 
be collected in increased rates. Indeed, we feel increased rates on 
such a basis would be unjustifiable. To allow them would in effect 
impose upon the consumers a sales tax. 

So that there may be no confusion concerning the tax situation in 
connection with the companies subject to our jurisdiction, where 
necessary to stabilize utility rates at reasonable levels during the war 
emergency period, we propose to allow as proper operating expenses 
only such taxes as may be termed ordinary or normal. For the pur- 
pose of distinguishing between ordinary or normal and war emer- 
gency or abnormal taxes, we conclude that the basis prescribed in 
the 1940 Revenue Act establishes the highest possible level of Federal 
taxes which may be allowed as an element of operating expense for 
such purpose. The 1941 Revenue Act and the pending 1942 proposal 
certainly reflect abnormal tax requirements for war purposes. 

The conclusions we here express find validity in utterances of other 
regulatory bodies who were confronted with the problem of abnormal 
tax requirements in dealing with the utility industry as a result of 
the first World War.” Furthermore, the Public Service Commission 
of Wisconsin, on May 5, 1942, disapproved the application of the 
Wisconsin Telephone Company for authority to revise the base rate 
area and the rates at its Madison Exchange, a proposal estimated to 
increase the cost of telephone service to the subscribers in that area 
$290,000 annually. In its opinion denying such request the Wiscon- 


sin Commission made this significant comment (43 P. U. R. (N. S.) 
193, 195) : 


We do not look with favor upon proposals to increase utility rates in these 
times * * * rates should not be increased solely because the management 
may consider that its return is less than it is entitled to ask in normal times. 

Moreover, it is evident that Congress intended when it enacted the 
Emergency Price Control Act of 1942, that during the prosecution 
of the present war, this Commission, in carrying out its regulatory 
responsibilities, should make every reasonable effort to assist in making 
effective the national policy of price stabilization. In this regard 


2 See Re Western States Gas ¢ Hlectric Co., P. U. R. 1919B, 485, 493; Re United Fuel 
Gas Co., P. U. R. 1920C, 583, 606. 
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we will be alert to the necessity for checking unwarranted increases in 
utility rates which, if permitted, will contribute to the disruptive 
inflationary process now threatening to destroy our economy. 


CONCLUSION 


We conclude from the record that the present rates and charges of 
the respondents are unjust, unreasonable, unlawful, and violative of the 
provisions of the Natural Gas Act. Therefore, until further order 
of this Commission, we determine for purposes of disposing of the 
motions before us that the just and reasonable rates, charges, classifi- 
cations, rules, regulations, practices, or contracts to be hereafter ob- 
served by the respondents and fixed by order of this Commission shall 
reflect an immediate reduction of at least $5,094,384 below those in 
effect during the year 1941. 
An appropriate order will be entered in accordance with this opinion. 
Letanp Ops. 
Ciaupe L. Draper. 
Bastu Manty. 
Joun W. Scort. 
Cryve L. Seavey. 


Order reducing rates 


City of Detroit, Michigan and County of Wayne, Michigan v. Pan- 
handle Eastern Pipe Line Company and Michigan Gas Transmission 
Corporation; Panhandle Eastern Pipe Line Company, Michigan 

Gas Transmission Corporation and Illinois Natural Gas Company 


(G-200, G-207) 


Upon consideration of the entire record herein, including the mo- 
tions for an immediate order reducing rates, and having on this date 
issued its opinion in this matter, which is made a part hereof by 
reference, 

The Commission for the purpose of disposing only of the motions 
before it for an immediate order reducing rates, finds that: 

(1) Panhandle Eastern-Pipe Line Company (hereinafter referred 
to as “Panhandle Eastern”) is a corporation organized and existing 
under the laws of Delaware; is engaged in producing, purchasing, and 
gathering natural gas in the Amarillo field of the Texas Panhandle and 
in the Hugoton field in Oklahoma and Kansas; is engaged in the trans- 
portation of natural gas in interstate commerce by means of facilities 
which include (a) a partially looped natural gas main transmission 
pipe line extending from a point in Moore County, Texas, known as 
“Windmill Junction,” for a distance of approximately 860 miles 
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through the states of Oklahoma, Kansas, Missouri, and Illinois and 
into the State of Indiana to a point near Dana, near the Illinois- 
Indiana boundary, and (b) a natural gas main transmission line ap- 
proximately 33 miles in length extending generally eastward from 
a point near Muncie, Indiana, to a point approximately 214 miles east 
of the Indiana-Ohio boundary; is also engaged in the sale in inter- 
state commerce of natural gas so transported to various purchasers 
for resale for ultimate public consumption for domestic, commercial, 
industrial, and other uses; and is a “natural-gas company” within 
the purview of the Natural Gas Act; 

(2) Michigan Gas Transmission Corporation (hereinafter referred 
to as “Michigan Gas”) is a corporation organized and existing under 
the laws of Delaware; is engaged in the transportation of natural gas 
in interstate commerce by means of facilities which include (a) two 
natural gas main transmission pipe lines extending from a point of 
interconnection with Panhandle Eastern’s main transmission line near 
Dana, Indiana, for a distance of approximately 70 miles, to a point near 
Zionsville, Indiana; (6) a main transmission line approximately 52 
miles in length extending from said point near Zionsville, Indiana, to 
a point near Muncie, Indiana, where said line is interconnected with 
Panhandle Eastern’s main transmission line; and (¢) a main trans- 
mission line approximately 230 miles in length extending from said 
point near Zionsville, Indiana, to Detroit, Michigan; is also engaged 
in the sale in interstate commerce of natural gas so transported to 
various purchasers for resale for ultimate public consumption for 
domestic, commercial, industrial, and other uses; and is a “natural- 
gas company” within the purview of the Natural Gas Act; 

(3) Illinois Niutural Gas Company (hereinafter referred to as 
“Tllinois Natural”) is a corporation organized and existing under the 
law of Illinois, is engaged in the transportation of natural gas in 
interstate commerce by means of facilities which include the lateral 
lines extending from Panhandle Eastern’s natural-gas main trans- 
mission pipe line in Illinois; is also engaged in the sale in interstate 
commerce of natural gas so transported to various purchasers for resale 
for ultimate public consumption for domestic, commercial, industrial, 
and other uses; and is a “natural-gas company” within the purview of 
the Natural Gas Act; 

(4) The rates and charges demanded, observed, charged, and col- 
lected by the respondents for the transportation and the sales of natural 
gas in interstate commerce, set forth in findings Nos. (1) to (3), in- 
clusive, together with the’ rules, regulations, practices, and contracts, 
affecting such rates and charges, are subject to the jurisdiction of this 
Commission ; 

(5) Panhandle Eastern, Michigan Gas, Illinois Natural (herein- 
after referred to collectively as “the respondent”), and Indiana Gas 
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Distribution Corporation (hereinafter referred to as “Indiana Gas”) 
are under common control and ownership, and are operated as a single, 
interconnected and integrated system for the production, purchase, 
gathering, transportation, sale, and delivery of natural gas; 

(6) The actual legitimate cost before depreciation, within the mean- 
ing of section 6 (a) of the Natural Gas Act, of the respondents’ gas 
plant used and useful as of December 31, 1941, is not more than $78,- 
814,292, as follows: 


Panhandle Hastern $62, 665, 568 
Illinois Natural 2, 871, 194 
Michigan Gas 12, 643, 847 
Indiana Gas 194, 357 
Pipe line purchased from The Ohio Fuel Gas Company-_-_ 439, 326 


78, 814, 292 
The said actual legitimate cost of $78,814,292 gives effect to the ac- 
quisition on February 6, 1942, by Panhandle Eastern of Michigan 
Gas and Indiana Gas and the purchase by Panhandle Eastern from The 
Ohio Fuel Gas Company of a pipe line approximately 33 miles in 
length extending eastward from a point near Muncie, Indiana, to a 
point approximately 214 miles east of the Indiana-Ohio boundary ; 
(7) The respondents’ accumulated depreciation reserve as of De- 
cember 31, 1941, totaling $12,596,987, as follows: 
Panhandle Eastern $10, 405, 047 
Illinois Natural 502, 976 
IE a ee 1, 661, 966 
ERIS URN NIN eles to otic liopeines rovhaten os ppcnhndnltatipberhange 26, 998 


12, 596, 987 

are accepted, for the purpose of these proceedings, as the accrued de- 
preciation existing in the respondents’ gas plant as of December 31, 
1941, and should be deducted from the actual legitimate cost of $78,- 
814,292 in arriving at the rate base; 

(8) The sum of $920,000 is the proper and reasonable allowance for 
working capital for the respondents ; 

(9) The sum of $67,137,305 is the proper rate base for the purpose 
of these proceedings, as shown by the following tabulation: 

Actual legitimate cost of gas plant in service at Dec. 


81, 1941 $78, 814, 292 
Less’: Accrued depreciation 12, 596, 987 


Actual legitimate cost less depreciation : 66, 217, 305 
Working capital 


Rate base 
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and the said rate base of $67,137,305 reflects the actual legitimate cost 
of the respondents’ property as an assembled whole and an established 
plant in successful operation ; 

(10) An annual rate of return of not more than 614 percent on the 
rate base of $67,137,305, or $4,363,925, is a fair and reasonable return 
to the respondents; 

(11) The respondents’ consolidated gross operating revenues in 
1941 totaled $17,789,573 ; 

(12) The respondents’ total consolidated 1941 operating expenses, 
as shown on their books (before Federal income and excess profits 
taxes), are accepted as the proper annual operating expenses for the 
purpose of these proceedings, with the exception of $293,029 for amor- 
tizing a write-up in “gas sales and purchase contracts” and $6,000 of 
rate case expense; the amount so accepted is $7,237,496; and adding 
thereto Federal income taxes of $1,093,768 makes the total annual con- 
solidated operating revenue deductions $8,331,264 for the purpose of 
these proceedings; 

(18) The respondents’ 1941 consolidated gross operating revenues, 
less deductions for proper operating expenses, exceed a fair return on 
the rate base of $5,094,384, as shown by the following tabulation: 


Groas Operating revemuetecs enn necks coe nnese $17, 789, 573 
Operating revenue deductions 


Income available for return 
Fair return—64% of rate base 


Total available for rate reduction 5, 094, 384 

(14) , The rates and charges made, demanded, or received by the re- 
spondents for or in connection with their transportation and sale of 
natural gas in interstate commerce for resale for ultimate public con- 
sumption are unjust, unreasonable and excessive ; 

(15) The rates and charges of the respondents, after reflecting the 
reductions hereinafter ordered, will be just and reasonable; 

Therefore, the Commission orders that: 

(A) The rates and charges made, demanded, or received by the re- 
spondents for or in connection with their transportation and sale of 
natural gas in interstate commerce for resale for ultimate public con- 
sumption shall be so reduced as to reflect, when applied to respondents’ 
1941 transportation and sales, a reduction of not less than $5,094,384 
per annum below their 1941 consolidated gross operating revenues of 
$17,789,573 ; 

(B) The respondents shall file on or before October 15, 1942, new 
schedules of rates and charges for or in connection with their trans- 
portation and sale of natural gas in interstate commerce for resale for 





296 FEDERAL POWER COMMISSION 


ultimate public consumption, which shall reflect the reduction in con- 
solidated gross operating revenues ordered in paragraph (A) above, 
which new schedules of rates and charges shall be effective as to all 
bills regularly rendered on or after November 1, 1942; 

(C) The Commission reserves the right to reject all or any part 
of such new schedules and in lieu thereof to prescribe any other sched- 
ules by further order; 

(D) On and after the effective date of the new schedules of rates 
and charges filed and made effective in accordance with paragraph 
(B) above, the respondents shall cease and desist from making, de- 
manding, or receiving any rates and charges which do not reflect the 
reduction ordered in paragraph (A) above; 

(E) The record herein shall remain open for such further proceed- 
ings as the Commission may deem necessary or desirable; 

(F) This order shall not be construed as. an acquiescence by this 
Commission in any estimates or determinations of original cost, or any 
valuation of property, claimed or asserted by the respondents. 





IN THE MATTER OF 
PENNSYLVANIA POWER & LIGHT COMPANY, LICENSEE 


Rehearing as to Certain Items of Actual Legitimate Original Cost of 
Project No. 487, Pennsylvania. Determined by Commission’s Order 
and Opinion of April 14, 1942 


EP-—487 
(Decided September 29, 1942) 
Syllabus 


. On rehearing, evidence received established a charge for engineering 
services, previously disallowed because of lack of evidence of relation- 
ship to the project, to be a proper project charge. P. 297. 

. An additional amount for interest during construction allowed on engi- 
neering expenses previously disallowed but approved on rehearing. P. 298. 

. An item directed to be charged to earned surplus by former order was 
transferred to Account 100.6, electric plant in process of reclassification, 
for consideration during examination of the reclassification and original 
cost studies submitted by licensee. P. 298. 

. Licensee agrees to amendment of license, Project No. 487, to embrace cer- 
tain powerhouse facilities insofar as their cost is reflected in the allowed 
project cost, P. 298. 


By THE COMMISSION : 


On April 14, 1942, we adopted our opinion and order Jn the Matter 
of Pennsylvania Power & Light Co., supra, p. 89, determining, as of 
December 31, 1934, the actual legitimate original cost of above named 
licensee’s project No. 487, and prescribing the accounting therefor. 
Thereafter, upon the licensee’s petition a rehearing was held on July 
13, 1942, with respect to the matters hereinafter discussed. 

In our opinion and order of April 14, 1942, supra, p. 89, we dis- 
allowed the amount of $5,050.24 under suspension No. 3 (L) because 
of a lack of evidence to show its relation to the project. On rehearing, 
licensee introduced evidence corroborated by our accounting examiner, 
establishing $4,984.51 thereof to be a proper project charge for engi- 
neering services, which amount is allowed. The balance of $65.73 is 
admitted to be an operating expense chargeable to Account 797, regu- 
latory commission expenses, and is therefore not part of project cost. 


1 The licensee has filed a position to review the matters on which we denied rehearing, 
Pennsylvania Power ¢ Light Co. v. Federal Power Commission, No. 8107, C. C, A. 3rd. 
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298 FEDERAL POWER COMMISSION 


We also allow an additional amount of $305.94 as interest during 
construction on the above amount of $4,984.51. 

In its petition for rehearing licensee objected to the accounting 
disposition of three disallowed amounts, $11,389.32, $12,391.50, and 
$34,628.76, included in the total of $540,574.74 which, by paragraph 
(H) of our order of April 14, 1942, we directed be charged to earned 
surplus. Upon the rehearing, licensee withdrew its objections to our 
disposition of the amounts of $11,389.32 and $12,391.50. Licensee 
further agrees that $65.59 of the third amount of $34,628.76, is prop- 
erly chargeable to surplus, but proposes to transfer the balance of 
$34,563.17 to Account 100.6, electric plant in process of reclassifica- 
tion, for consideration by our staff in its examination of the reclassi- 
fication and original cost studies submitted by licensee pursuant to 
electric plant instruction 2-D of our Uniform System of Accounts. 
We concur in this disposition. 

Paragraph (J) of our order of April 14, 1942, directed the licensee 
to file an application for amendment of the license to embrace as part 
of the project the'66 and 11 kv line facilities located at the power- 
house, insofar as their cost is reflected in the allowed project cost. 
Licensee agrees to the necessity of (a) amending the written descrip- 
tion of the project’s electrical and mechanical equipment contained 
in Exhibit M, Supplemental, to cover the 66 and 11 kv facilities and 
(6) amending the statement heretofore made a part of the license 
and entitled “Revised Maps, Plans, Statement, Etc. Submitted in 
Compliance with Article 7 of License” to reflect the property under 
license. 

An order will be entered in conformity with this opinion. 

LeLanp Oxps. 
Cuaupe L. Draper. 
Basi, Man ty. 
Joun W. Scorr. 
Crype L. Spavey. 


Order amending order determining actual legitimate original cost and 
prescribing accounting therefor 


Pennsylvania Power & Light Company 


(Project No. 487) 


Upon consideration of evidence adduced at the rehearing held July 
13, 1942, pursuant to order of June 10, 1942, granting in part petition 
for rehearing filed May 13, 1942, and briefs and contentions of coun- 
sel, and the entire record in this proceeding; and having this day 
entered its opinion in this matter, which is incorporated by reference 
asa part hereof; 
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The Commission finds and determines that: 

(1) The actual legitimate original cost of this project, as of De- 
cember 31, 1934, is $8,579,186.15 consisting of $8,573,895.70 found and 
allowed in paragraph (1) of the Commission’s order of April 14, 19425 
$4,984.51 of engineering services (suspension No. 3 (L)) found to be 
a proper project charge in the Commission’s opinion this day entered 
in this matter; $305.94 representing interest during construction on 
the amount of $4,984.51; 

(2) The accounting requirements prescribed in the Commission’s 
order of April 14, 1942, should be amended as hereinafter provided; 

The Commission orders that: 

(A) Paragraph (A) of the Commission’s order of April 14, 1942, 
be amended to read as follows: 


“(A) The licensee establish and maintain control accounts with 
reference to this project showing a total debit balance in its 
electric plant accounts beginning with an entry of $8,579,186.15 
(being the $8,573,895.70 total of the amounts listed in column 
(7) under the heading ‘Allowed’ in the tabulation included in 
the Commission’s order of April 14, 1942; and the $4,984.51 of 
engineering services and $305.94 of interest during construction 
allowed in paragraph (1) of the Commission’s order of Septem- 
ber 29, 1942) as the actual legitimate original cost of this project 
as of December 31, 1934”; 


(B) Pennsylvania Power & Light Company remove from this proj- 
ect’s accounts and transfer to Account 100.6, electric plant in process 
of reclassification, the amount of $34,563.17 (suspension No. 14) 
claimed as representing nonproject construction overhead ; 

(C) Paragraph (H) of the Commission’s order of April 14, 1942, 
be amended to read as follows: 


“(H) The licensee remove from this project’s accounts and 
transfer to the earned surplus account amounts totaling $500,- 
721.12, being all the amounts listed in column (14) under the 
heading ‘Earned surplus’ in the tabulation included in the Com- 
mission’s order of April 14, 1942, except the $4,984.51 of engineer- 
ing services and $305.94 of interest during construction allowed 
in paragraph (1) of the Commission’s order of September 29, 
1942, and the $34,563.17 of nonproject construction overhead to 
be transferred to Account 100.6, electric plant in process of re- 
classification, in accordance with paragraph (B) of the Com- 
mission’s order of September 29, 1942”; 
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(D) Paragraph (J) of the Commission’s order of April 14, 1942, 
be amended to read as follows: 


“(J) Within 45 days from September 29, 1942, Pennsylvania 
Power & Light Company prepare and file with the Commission 
its application for amendment of (i) Exhibit M, Supplemental, 
and (ii) the statement entitled ‘Revised Maps, Plans, Statement, 
Etc. Submitted in Compliance with Article 7 of License,’ which 
are a part of the license, to describe accurately the 66 and 11 kv 
line facilities insofar as their cost is included in the.total amount 
of $8,579,186.15 allowed as the actual legitimate original cost of 
this project as of December 31, 1934”; 


(E) The stay of paragraphs (A), (H), and (J) of the Commission’s 
order of April 14, 1942, granted by paragraph (1) of the Commis- 
sion’s order of June 10, 1942, be and the same hereby is dissolved ; 

(F) Within 60 days of the date of this order, licensee comply with 
the Commission’s order of April 14, 1942, as amended by this order, 


and execute and submit to the Commission FPC Form No. 76 showing 
such compliance. 





IN THE MATTER OF 


THE OHIO FUEL GAS COMPANY AND PANHANDLE 
EASTERN PIPE.LINE COMPANY 


Applications for Certificates of Public Convenience and Necessity 


G—408 and G—410 
(Decided October 2, 1942) 


Syllabus 


1. A certificate of public convenience and necessity is required by section 
7 (ce) of the Natural Gas Act for the construction, installation and 
operation of a natural gas pipeline connecting the facilities of two 
natural-gas companies even though one of the companies has pending 
before the Commission an application for a certificate under the “grand- 
father” clause of section 7 (c) of the Act and the proposed facilities 
were claimed to be within its service area. P. 302. 

2. The apparent need for additional sources of gas to meet the threatened 
shortage in the Appalachian area, and the availability of the reserves 
of one of the companies through the project, indicate that it would 
both serve in the present condition and be available in the future, thereby 
satisfying the requirements of the Natural Gas Act for the issuance of 
a certificate, especially as no opposition to project was offered. P. 304. 

3. In making a choice between the two applicants each of whom is qualified, 
financially and in ability and experience to construct, install, and oper- 
ate the project, the Commission found that the public convenience and 
necessity would be better served, both now and in the future, by the 
issuance of a limited certificate for a period of five years, or for the 
present war emergency, whichever is longer, to Panhandle whose esti- 
mate of cost was lower, in view of the fact that Ohio Fuel might not 
be free from the restraining effects of a federal injunction and proposed 
the project only as a war emergency measure. P. 305. 


Freeman T. Eagleson and F. J. Beebe for the Ohio Fuel Gas 
Company. 

Glenn W. Clark for Panhandle Eastern Pipe Line Company. 

Robert J. Bulkley and Arthur G. Logan for Missouri-Kansas Pipe 
Line Company. 

Kenneth L. Sater for Public Utilities Commission of Ohio. 

Spencer W. Reeder for City of Cleveland, Ohio. 

Joseph Nathanson for City of Toledo, Ohio. 

James H. Lee for City of Detroit, Michigan. 

Harold Goodman for County of Wayne, Michigan. 
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Henry A. Montgomery for Michigan Consolidated Gas Company. 

James W. Haley for National Coal Association. 

Harry 8. Littman and William B. Spohn for the Federal Power 
Commission. 


By THe Commission : 
OPINION 


These matters involve conflicting applications filed by Panhandle 
Eastern Pipe Line Company and The Ohio Fuel Gas Company pursu- 
ant to section 7 (c) of the Natural Gas Act, as amended, requesting 
certificates of public convenience and necessity authorizing the con- 
struction, installation, and operation of a natural gas pipeline con- 
necting their facilities in the vicinity of Toledo, Ohio." 

After notice, a public hearing was held on the applications. The 
Missouri-Kansas Pipe Line Company, The Public Utilities Commis- 
sion of Ohio, the City of Cleveland, the City of Detroit, and the County 
of Wayne intervened in the proceedings and were represented at the 
hearing. The City of Toledo did not intervene but was represented at 
the hearing. The National Coal Association was also represented and 
filed a protest, but did not intervene. Briefs were filed by both ap- 
plicants, and by the Missouri-Kansas Pipe Line Company, The Public 
Utilities Commission of Ohio, the City of Cleveland, the City of De- 
troit, and the County of Wayne. 


THE ISSUES 


Three issues are presented by these matters: 

1. Should a certificate of public convenience and necessity be issued 
for the proposed project ? 

2. If so, to which applicant should the certificate be issued ? 

3. What, if any, conditions should attach to the certificate ? 


JURISDICTION 


Ohio Fuel contends that, pending our determination of its applica- 
tion for a certificate under the “grandfather” clause of section 7 (c) of 
the Natural Gas Act, as amended, a certificate is not required for the 
proposed construction or for the acquisition of facilities or extensions 
within its service area. The record before us, however, clearly shows 
that both applicants are engaged in the transportation and sale for 
resale of natural gas in interstate commerce. Moreover, section 7 (c), 
as amended, requires that no natural-gas company shall undertake the., 
construction or extension of any facilities for the transportation or 


_______ 


1 Hereinafter, The Ohio Fuel Gas Company is referred to as “Ohio Fuel” and Panhandle. 
Eastern Pipe Line Company as “Panhandle Eastern.” 
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sale of natural gas subject to our jurisdiction, or acquire or operate any 
such facilities or extensions thereof, without having secured from us: 
a certificate of public convenience and necessity authorizing such acts 
or operations. The language of the statute is clear and convincing. 
To accept the contention of Ohio Fuel would result in defeating the- 
expressed intention of Congress in amending section 7. We conclude, 
therefore, that such contention is untenable and must be rejected. 
Both applicants are not only natural-gas companies as defined in the 
Natural Gas Act, but under the circumstances here present they are 
required to obtain specific approval for the proposed construction. 


THE FACTS 


The record before us shows that the steadily increasing demands 
upon the supply of natural gas in the Appalachian area, from which 
source Ohio Fuel is supplied, required the curtailment of deliveries in 
some instances during the past year and may necessitate further cur- 
tailment with consequent disruption of war production in the near 
future. This situation, first reported in the Appalachian survey made 
by our staff for the War Production Board early this year, led the 
Board to request the applicants to effect an interconnection of their 
pipeline facilities in the vicinity of Toledo. 

The project here proposed will consist of a 16-inch natural gas pipe- 
line extending some 88,700 feet from a point on the main 22-inch line 
of Michigan Gas Transmission Corporation? (a wholly owned sub- 
sidiary of Panhandle Eastern) to Detroit, near the Ohio-Michigan 
State line in Lucas County, Ohio, and connecting with the 16-inch line 
of Ohio Fuel to Toledo at a point immediately west of the village of 
Maumee, Ohio. 

The War Production Board has issued a preference rating order 
for the necessary materials in the alternative to Ohio Fuel or Michigan 
Gas, whichever is authorized by us to construct and operate the project. 
The pipe is now being rolled and can be installed by either company 
within thirty days of delivery, at a total cost estimated by Panhandle 
Eastern at $394,000 and by Ohio Fuel at $410,815. 

Panhandle Eastern has gas reserves approximating 2.4 trillion cubic 
feet—sufficient to meet its presently estimated demands for more than 
25 years—and has negotiations pending for reserves approximating an 
additional 1.5 trillion cubic feet. While it does not now have any 
firm gas available for sale through the proposed project, Panhandle 
Eastern has available some 20 billion cubic feet per year dump or float- 
ing gas which it is willing to sell Ohio Fuel during the months of 
April through October. The addition of certain looping facilities, 


? Hereinafter referred to as “Michigan Gas.” 
582231—44—-vol. 3 20 
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for which the War Production Board has been asked to approve the use 
of necessary materials, would make up to 51 million cubic feet of na- 
tural gas available on some peak days to Ohio Fuel through the pro- 
posed project. 

Ohio Fuel has gas reserves approximating 350 billion cubic feet, 
which it claims are sufficient to supply its presently estimated require- 
ments for some 20 years. In addition, it has long-term contracts for 
the purchase of natural gas from United Fuel Gas Company and 
others in the Appalachian area. Ohio Fuel maintains that it has 
sufficient gas available to serve all its estimated demand, but admits 
that it could advantageously receive gas through the proposed project 
to relieve its Toledo and other requirements and for storage in its ex- 
tensive underground storage areas. These storage areas, which now 
contain some 18 billion cubic feet of natural gas and can receive an ad- 
ditional 114 to 2 billion cubic feet, may be increased by 4 to 5 billion 
cubic feet in available adjacent areas. 

Estimates of the amount of gas to be delivered through the pro- 
posed project range as high‘as 10 billion cubic feet per year, depending 
upon the extent of use to which the proposed pipeline may be put. 

The apparent need for additional sources of gas to meet the threat- 
ened shortage in the Appalachian area, and the availability of the 
reserves of Panhandle Eastern through the project, indicate that it 
would both serve in the present situation and be available for service 
in the future. The project would therefore satisfy the requirements in 
the Natural Gas Act, as amended, for the issuance of a certificate of 
authorization. 

It is significant that no opposition to the project was offered at 
the public hearing or elsewhere, other than the suggestion by the 
National Coal Association that the authorization be limited to the 
period of the present war emergency. During the course of the 
proceedings, the Public Utilities Commission of Ohio requested that 
our action should not affect its efforts to control the stabilization of 
natural gas. The City of Toledo suggested its interest in having 
available an additional source of gas supply upon the expiration in 
1944 of its present contract with Ohio Fuel. The City of Detroit 
and the County of Wayne requested that the proposed project, if 
authorized, should not prejudice their pending rate proceedings nor 
affect their supply of gas from Panhandle Eastern, or the latter’s 
full performance of its obligations to its present customers. They 
also requested that the proposed pipeline should not be built with 
any impediment preventing the reverse flow of gas. We are in sub- 
stantial accord with these suggestions and believe that the conditions 
hereinafter provided are reasonable and will suffice to accomplish their 
purposes. 
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CHOICE OF APPLICANT 


Section 7 (e) of the Natural Gas Act, as amended, prescribes the 
standards by which certificates of: public convenience and necessity 
are to be granted or denied. It prescribes that, if the proposed service 
is or will be required by the present or future public convenience and 
necessity, a certificate shall be issued to any qualified applicant found 
able and willing properly to do the acts and perform the service 
proposed and conform to the provisions of the Act and the require- 
ments, rules, and regulations of the Commission thereunder. The 
section further provides that otherwise an application for a certificate 
shall be denied. 

In the instant proceedings, we are required to make a choice between 
applicants. The record discloses that the applicants are qualified, 
financially and in ability and experience, to construct, install, and 
operate the proposed project. They differ, however, in their willing- 
ness to construct and operate the project and in their estimates of its 
relation to the present and future public convenience and necessity. 
Ohio Fuel may not be free from the restraining effects of a Federal 
injunction. Panhandle’s estimates of construction cost are somewhat 
less than those of the other applicant. 

Ohio Fuel proposes that the project should be considered only as 
a war emergency measure, that its cost should be amortized over a 
5-year period, and that it should be authorized by a temporary certifi- 
cate limited both in time and scope to the duration of the present 
war emergency. In fact, it sees no need for the project except as 
requested by the War Production Board as a war emergency measure. 

Panhandle Eastern, on the contrary, proposes that the connection 
should be permanent and that it should be authorized by a regular 
certificate unlimited in duration. It considers the connection as 
permanently necessary to serve both present war needs and future 
requirements occasioned by the rapidly depleting supply of natural 
gas in the Appalachian area. 

To choose between such applicants requires our consideration of all 
factors in the situation before us and, ultimately, the exercise of that 
administrative discretion with which Congress has vested us for such 
purposes. The record shows that the present corporate affiliation be- 
tween Panhandle Eastern and Ohio Fuel is in the process of severance 
and Panhandle Eastern is more willing to do what is required to serve 
both the present and future public convenience and necessity in the 
affected area. Its construction and operation of the project would per- 
mit the delivery by it of natural gas to Ohio Fuel in the vicinity of 
Toledo, as requested by the War Production Board. A certificate 
issued to Panhandle Eastern would not only permit the use of the 
proposed facilities during the present war emergency, but would also 
make available an additional source of supply in the Ohio market 
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thereafter, to the possible advantage of the consuming public. Upon 
the record before us, we are convinced that the public convenience and 
necessity would be better served, both now and in the future, by the 
issuance of a limited certificate authorizing the proposed construction 
and operation by Panhandle Eastern (including its wholly owned 
subsidiary, Michigan Gas) for a period of 5 years or for the present 
war emergency, whichever is longer. The certificate should be so con- 
ditioned as to assure the present and future operation of the project in 
the public interest, including substantially the proposals of the State: 
and municipal authorities hereinbefore mentioned. 


CONCLUSIONS 


It is our conclusion that a limited certificate of public convenience 
and necessity should be issued for the construction and operation of 
the proposed pipeline connecting the facilities of Panhandle Eastern 
(including its wholly owned subsidiary, Michigan Gas) and Ohio Fuel 
in the vicinity of Toledo, Ohio, in order to relieve the present and 
prospective shortage of natural gas in the Appalachian area. 

Such limited certificate should be issued to Panhandle Eastern (in- 
cluding its wholly owned subsidiary, Michigan Gas) for a period of 
5 years or for the present war emergency, whichever is longer, subject 
to such reconsideration and further orders as the future public con- 
venience and necessity may require, and upon the usual conditions and 
the following special conditions that: 

(1) The project shall be so constructed and operated as to permit 
the movement, pressuring, and measurement of natural gas in either 
direction. 

(2) The use of the proposed pipeline shall be limited to such periods 
of time and such quantities of natural gas as will not impair the ability 
or capacity of Panhandle Eastern (including its wholly owned sub- 
sidiary, Michigan Gas) to serve and fully meet its obligations to its 
present customers. 

(3) Nothing contained in the certificate shall be taken or construed 
as affecting in any way the authority of any State, municipal, or other 
qualified agency in respect to the stabilization of natural gas, particu- 
larly by the use of inert or so-called reformed gas as a diluent. 

Finally, under all the circumstances relating to the situation before 
us, it is our considered opinion that the application of Ohio Fuel for 
a certificate should be denied. 

An appropriate order will be issued in accordance with this opinion. 

Letanp OLps. 
Craupe L. Draper. 
Bastu Manty. 
Joun W. Scorr. 
Crype L. Seavey. 
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Order issuing limited certificate of public convenience and necessity 
and denying application 
The Ohio Fuel Gas Company, Panhandle Eastern Pipe Line 
Company 


(G—408, G410) 


Upon consideration of the entire record herein, and having today 


issued its opinion in this matter, which is made a part hereof by 
reference ; 


The Commission finds that : 

(1) The Ohio Fuel Gas Company and Panhandle Eastern Pipe 
Line Company are engaged in the transportation and sale for resale 
of natural gas in interestate commerce and are natural-gas companies 
as defined in the Natural Gas Act; 

(2) The threatened shortage of natural gas in the Appalachian 
area will be relieved by the construction and operation of the pro- 
posed 16-inch pipeline extending some 88;700 feet from a point on 
the main 22-inch line of Michigan Gas Transmission Corporation (a 
wholly owned subsidiary of Panhandle Eastern Pipe Line Company) 
to Detroit, near the Ohio-Michigan State line in Lucas County, Ohio, 
and connecting with the 16-inch line of the Ohio Fuel Gas Company 
to Toledo at a point immediately west of the Village of Maumee, 
Ohio; 

(3) The War Production Board has assigned a preference rating 
order for the materials necessary for the proposed pipeline; 

(4) The public interest requires the issuance of a limited certificate 
of public convenience and necessity authorizing Panhandle Eastern 
Pipe Line Company (including its wholly owned subsidiary, Mich- 
igan Gas Transmission Corporation) under the conditions herein- 
after proyided, to construct, install, and operate the pipeline specified 
in paragraph (2) above for a period of five years or for the present 
war emergency, whichever is longer; 

(5) Under the circumstances, the application of the Ohio Fuel Gas 
Company for a certificate of public convenience and necessity for 
the construction, installation, and operation of the aforesaid pipeline 
should be denied ; 

The Commission orders that : 

(A) A limited certificate of public convenience and necessity be 
and it hereby is issued to Panhandle Eastern Pipe Line Company 
(including its wholly owned subsidiary, Michigan Gas Transmission 
Corporation) authorizing construction, installation, and operation 
of the pipeline described in paragraph (2) above, and as shown in 
the application therefor, for a period of 5 years or for the present 
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war emergency, whichever is longer, subject to such reconsideration 
and further orders as the future public convenience and necessity 
may require and upon the following express terms and conditions: 

(i) Upon completion of such construction and installation, but not 
later than December 5, 1942, Panhandle Eastern Pipe Line Company 
(including its wholly owned subsidiary, Michigan Gas Transmission 
Corporation) shall file in writing and under oath, a statement of 
such completion and installation; and thereafter when the pipeline 
is put into service, shall file in writing and under oath a statement 
showing the date such service commences and the nature thereof; 

(ii) This limited certificate shall not be transferable except upon 
express approval of the Commission; shall be without prejudice to 
the authority of the Commission over rates, valuation, costs, services, 
accounts, or any matters whatsoever with respect to Panhandle East- 
ern Pipe Line Company (including its wholly owned subsidiary, 
Michigan Gas Transmission Corporation) or its facilities, or any 
proceeding relating thereto; and nothing herein shall be construed 
as affecting in any manner the determination of the services areas of 
Panhandle Eastern Pipe Line Company (including its wholly owned 
subsidiary, Michigan Gas Transmission Corporation) or the Ohio 
Fuel Gas Company under section 7 (f) of the Natural Gas Act, as 
amended ; 

(iii) The pipeline hereby authorized shall be so constructed and 
operated as will permit the movement, pressuring, and measurement 
of natural gas in either direction; 

(iv) The use of the pipeline hereby authorized shall be limited to 
such periods of time and such quantities of natural gas as will not 
impair the ability or capacity of Panhandle Eastern Pipe Line Com- 
pany (including its wholly owned subsidiary, Michigan Gas Trans- 
mission Corporation) to serve and fully meet its obligations to its 
present customers ; % 

(v) Nothing contained in this limited certificate shall be taken or 
construed as affecting in any way the authority of any State, munic- 
ipal, or other qualified agency in respect to the stabilization of natural 
gas, particularly by the use of inert or so-called reformed gas as a 
diluent ; 

(vi) In the event of failure of Panhandle Eastern Pipe Line Com- 
pany (including its wholly owned subsidiary, Michigan Gas Trans- 
mission Corporation) to comply with any of the terms and conditions 
contained herein, or with any of the provisions of the Natural Gas 
Act, as amended, or of the pertinent rules, regulations, or orders here- 
tofore or hereafter issued by the Commission, this limited certificate 
shall cease to have any force or effect; 
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(B) Appropriate evidence of the issuance of this limited certificate 
shall be furnished Panhandle Eastern Pipe Line Company (including 
its wholly owned subsidiary, Michigan Gas Transmission Corpora- 
tion) ; 

(C) The application of the Ohio Fuel Gas Company for a certificate 
of public convenience and necessity for the construction, installation, 
and operation of the aforesaid pipeline be and it is hereby denied. 





IN THE MATTER OF 


OLCOTT FALLS COMPANY AND BELLOWS FALLS 
HYDRO-ELECTRIC CORPORATION 


Joint Application for Approval under Section 203 of the Federal Power 
Act of Proposed Sale of Property of Olcott Falls Company to Bellows 
Falls Hydro-Electric Corporation 


IT-5800 
(Decided October 27, 1942) 
Syllabus 


. A corporation owning and operating facilities for the hydroelectric gen- 
eration of electric energy, electric lines and other facilities, including 
transformers, by means of which it transmits and sells at wholesale 
electric energy transmitted from Vermont and consumed at points out- 
side thereof by persons other than the transmitter, is a “public utility” 
within the meaning of the Federal Power Act. P. 312. 

. The sale by such “public utility” of the whole of its facilities within the 
jurisdiction of the Commission is subject to the requirements of section 
203 of the Federal Power Act for authorization of such sale by the 
Commission. P. 312. 

. Where one of the applicants, the transferee, had applied to the Securities 
and Exchange Commission for authorization to acquire such facilities 
under the Public Utility Holding Company Act of 1935 and might be 
exempt from the requirements of sec. 208 of the Federal Power Act 
by virtue of sec. 318 of that Act, the Commission expressed no opinion 
as to jurisdiction as to such acquisition pending a decision by the 
Securities and Exchange Commission, but confined its consideration 
to the proposed disposition by the transferor. P. 312. 

. The question whether a proposed transfer of an unlicensed hydroelectric 
generating project operated and maintained in apparent violation of 
the Federal Power Act could be found consistent with the public interest 
was obviated, since, simultaneously with the filing of the application 
for authorization to transfer, applicant filed application for a license 
for the facilities proposed to be sold and agreed to accept such license 
as the Commission might lawfully authorize. P. 315. 

. Where the transferor is to be dissolved upon consummation of the sale, 
it is appropriate, in authorizing the sale of facilities operated in appar- 
ent violation of the Federal Power Act, that the sale be made on the 
condition that the transferee acquires the properties subject to all 
liabilities and obligations under the Federal Power Act to which the 
present owner would be subject if it continued to own, operate or main- 
tain the project. P. 315. 
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By THe Commission : 
FINDINGS AND OPINION 


Olcott Falls Company (hereinafter referred to as Olcott), a corpora- 
tion, having its principal business office at Lebanon, New Hampshire, 
on August 26, 1942, applied for an order, pursuant to section 203 of 
the Federal Power Act, authorizing and approving a proposed sale 
by Olcott of its physical property, franchises and works or system to 
Bellows Falls Hydro-Electri¢ Corporation (hereinafter referred to 
as Bellows), having its principal business office at Bellows Falls, Ver- 
mont. Bellows joined in that application to supply information. On 
October 7, 1942, the application was amended to furnish copies of 
orders of the New Hampshire Public Service Commission and the 
Vermont Public Service Commission with relation to the proposed sale 
and acquisition. On October 21 it was further amended to ask author- 
ization and approval of the purchase of the facilities in question by 
Bellows if the Commission should determine that it has jurisdiction 
with respect thereto. 

On August 29 the Governor and Public Service Commission of 
each of the states of New Hampshire and Vermont were given writ- 
ten notice of the application, copies being furnished to the commis- 
sions. Notice of the application was also published in the Federal 
Register on September 1, stating that any person desiring to be heard 
or to make any protest with reference to the application should file 
a petition or protest on or before September 15, 1942. No protest or 
petition or request to be heard in opposition to the granting of such 
application has been received. Both state commissions have author- 
ized and approved the proposed transaction insofar as they have 
passed on it. ; 

The physical property, franchises and works or system proposed 
to be sold (sometimes referred to as “Wilder”) consist of a concrete 
multiple-arch dam, a canal, two adjoining brick powerhouses con- 
taining five horizontal waterwheel generating units with an aggregate 
capacity of about 5,220 kw (name plate rating), miscellaneous hy- 
draulic equipment, transformers adjacent to the powerhouses for 
stepping up the voltage from 600 volts to 13 kv and 33 kv, a double 
circuit 13 kv line about 200 feet long, a double circuit 33 kv line 
about 750 feet long, and land and water rights. Such lines connect 
with facilities of Granite State Electric Company and Central Ver- 
mont Public Service Company. The facilities of the latter, in turn, 
connect with those of Bellows. By means of its lines and other 
facilities Olcott sells all of the electric energy generated to Granite 
State Electric Company and Bellows. In considering the nature of 
the use of Olcott’s facilities we have also referred to the power 
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system statements of the applicants and interconnected companies, 
particularly the 1941 power system statement (FPC Form No. 64) 
of the Central Vermont Public Service Corporation. 

The proposed sale price is $200,000, payable in cash, 


JURISDICTION 


Olcott was incorporated by a Special Act of the legislature of the 
‘State of New Hampshire on June 23,1848, under the name “White 
River Falls Corporation.” By means of the electric lines and other 
facilities, including transformers, which it owns and operates, be- 
tween the generating units in its power houses and the connecting 
points with facilities of Granite State Electric Company and Central 
Vermont Public Service Company, it transmits and sells at whole- 
sale electric energy which is transmitted from Vermont and con- 
sumed at points outside thereof by persons other than the transmitter 
of such energy. Olcott is, therefore, a “public utility” within the 
meaning of that term as used in the Federal Power Act. 

The properties proposed to be sold by Olcott include the whole of 
its facilities subject to the jurisdiction of this Commission. The sale 
of such facilities is subject to the requirements of section 203 of the 
Federal Power Act for authorization by this Commission. 

Bellows has applied to the Securities and Exchange Commission 
for authorization for the acquisition of such facilities, as distin- 

. guished from the disposition thereof by Olcott. Bellows considers 
such authorization to be required under the Public Utility Holding 
Company Act of 1935. Unless the acquisition is exempt from the 
requirements of that Act by reason of express authorization thereof 
by state commissions, it is exempt from the requirements of section 
203 of the Federal Power Act by section 318 of that Act. The ques- 
tion, in the first instance, is one of the applicability of provisions of 
the Holding Company Act, and we therefore express no opinion on 
it pending a decision by the Securities and Exchange Commission 
which is charged with the administration of that Act. Accordingly, 


we will confine our present consideration and order to the proposed 
disposition by Olcott. 


CONSISTENCY WITH THE PUBLIC INTEREST 


The application contains the following showing of facts relied 
upon to establish consistency with the public interest : 


The equitable interest in the Olcott Falls Company is held by International 
Paper Company, which company is primarily engaged in the production of 
paper and paper products. Olcott Falls Company’s interest in the generation 
of hydroelectric power at Wilder for sale to others occurred as a result of its 
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abandonment of the manufacture of paper at the Wilder mill, and, until the 
property could be disposed of, generators were added to the old grinder wheels 
as a temporary source of revenue. The present sale results in the disposal of 
utility assets not otherwise a part of the paper business. 

The acquisition by Bellows Falls Hydro-Electric Corporation of these utility 
assets transfers the ownership thereof to one of the companies now jointly 
purchasing the output of Wilder, the remaining company (Granite State Electric 
Company) being an associate company. 

The ultimate value of Wilder can only be realized through redevelopment, 
and then only, it is believed, by a system having large quantities of steam 
power available for the purpose of relaying this hydro power. At present, 
power, not required for local load, from the Bellows Falls development of 
Bellows Falls Hydro-Electric Corporation is transmitted over 110 kv. lines 
extending from Bellows Falls, Vermont, to Pratts Junction, Massachusetts, 
where they tie in with the main part of the New England Power system. These 
110 kv. lines have sufficient capacity to transmit the combined output of the 
Bellows Falls plant and of Wilder after redevelopment. The construction of 
a line between Bellows Falls and Wilder, for which the rights of way have 
already been largely acquired by Bellows Falls Hydro-Electric Corporation and 
an associate company, at the time of the redevelopment of Wilder will effect a 
direct connection with the present facilities of Bellows Falls Hydro-Electric 
Corporation thereby providing a direct source of additional hydro power for 
the New England Power integrated system which has large quantities of steam 
power available for the relaying thereof. 

The power sites on the Connecticut River from its source to the Cabot plant 
of the Turners Falls Power and Blectric Company at Turners Falls, Massa- 
chusetts, are largely controlled by New England Power system companies. 
Wilder is located on the Connecticut River between the McIndoes Falls plant 
and the Bellows Falls plant and immediately upstream from the undeveloped 
Hartland Falls site, all of which except Wilder are now part of the New England 
Power system, and obviously Wilder property fits into this system and should 
be operated as a part of the same in order to derive the maximum benefit from 
the river as a whole. 


All of the securities of Olcott are shown to be held by trustees for 
International Paper Company, and as the latter has authorized the 
sale it may bé assumed that the’sale is to its interest. 

Pending a reclassification of the accounts for the properties in 
question pursuant to the Commission’s accounting requirements and 
an audit thereof by the Commission, no determination of the original 
cost of the properties to be sold can be made. The showing made in 
the application with respect to the original cost of the facilities pro- 
posed to be sold is the following general statement : 

The entire outstanding capital stock of Olcott Falls Company was acquired by 
the former International Paper Company in March, 1899. For reasons unknown, 
the books of account and the records of Olcott Falls Company were not received 
at that time. Until July, 1907, the assets of Olcott Falls Company were re- 
corded on the books of account of the former International Paper Company. 
As of July 1, 1907, books of account were opened for Olcott Falls Company and 


the properties were recorded at the cost to the former International Paper 
Company of the stock of Olcott Falls Company, viz. $1,464,617.20, plus amounts 
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spent by the former International Paper Company for additions in the period 
between March, 1900, and July 1, 1907, amounting to $130,511.39. The properties 
of Olcott Falls Company were originally constructed, and until 1927 were 
operated, as a pulp and paper mill in which all the power developed was used. 
In 1926 the operations of the pulp and paper mill began to decline and in 1927 
it was shut down entirely. Subsequently the pulp and paper machinery was 
removed and the mill buildings demolished, leaving only the power plant in 
operation. The latter is still operated, but no detailed records are available to 
reflect the actual cost of the original assets used for the production and trans- 
mission of electric energy. 

The total property account on December 31, 1931, amounted to $2,907,4387.50 
with a depreciation reserve of $1,668,138.75 leaving a net balance of $1,239,298.75. 
At the time the pulp and paper mill was demolished the entire deprecia- 
tion reserve was applied against property account representing, as near as could 
be estimated, the portions of the property so demolished. Of the balance of 
$1,239,300, Company engineers estimated that $450,000 (of which about $250,000 
had actually been expended since 1923) represented the dam, canal, buildings, 
generating and substation equipment, penstocks, etc., involved in the power 
development itself and that the remainder of $789,300 represented the original 
cost of International Paper Company’s investment for the lands, rights, etc. 

Since 1931 additional expenditures for generators and flowage rights amounting 
to $151,697.96 net have been made to the power plant so that now the property 
account consists of $601,697.96 (partially estimated) representing the power 
development, that is the dam, canal, buildings, generating and substation equip- 
ment, penstocks, etc., and the balance of $768,155.31 representing the orig- 
inal lands, rights, etc. The total $1,369,853.27 represents the balance of original 
cost of International Paper Company’s investment plus additions to the physical 
property and less retirements (estimated), and includes actual expenditures in 
excess of $400,000 since 1923 for power development. 


In considering the foregoing statement we take into account the fact 
that the figures on Olcott’s books for “land, rights, etc.,” may, for 
all that can be determined on the present record, contain amounts for 
purported water power rights which are wholly subject to the superior 
powers of the Federal Government«over navigable waters of the 
United States. Based on the 5,220 kw name plate rating of the gen- 
erating capacity, the figure of $601,697.96 referred to as representing 
dam, canal, buildings, generating and substation equipment, pen- 
stocks, etc., represents $115 per kw of installed capacity. In the usual 
case, this would be regarded as a relatively low investment. Of course, 
the figures set forth in the statement quoted above do not reflect de- 
preciation, incuding obsolescence, nor the effect of the contemplated 
redevelopment on the service life of existing facilities. However, it 
appears that the project is now in operation and that the purchaser 
proposes to continue its operation until redevolpment is undertaken. 
Under these circumstances the sale price does not appear unreasonable. 

There might have been some question whether a proposed transfer 
of facilities under section 203 of the Act could be found consistent 
with the public interest where they include a hydroelectric generating 
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project operated and maintained without license from this Commis- 
sion in apparent violation of the provisions of the Federal Power 
Act or the River and Harbor Acts fsee order of July 26, 1939, Jn the 
Matter of New England Power Company, Docket No. IT-5580). The 
application in that proceeding was set down for hearing on that issue, 
among others. The hydroelectric generating project which was there 
involved was that of Bellows, located on the Connecticut River at 
Bellows Falls, being the next dam downstream from the one invoved 
in the present application. Athough that application was subse- 
quently withdrawn, we later ordered the filing of an application for 
license for that project (see Jn the Matter of Bellows Falls Hydro- 
Electric Corporation, et al.,2 F. P. C. 380). In compliance with that 
order, such an application was filed, and the issuance of a license has 
been authorized by this Commission. 

Simultaneously with the filing of the present application, the appli- 
cants filed an application for a license for the hydroelectric generating 
project now proposed to be sold (project No. 1892) and by amendment 
to that application, on October 21, filed an agreement as follows: 

The applicants admit that the Commission has full jurisdiction and authority 
under the Federal Power Act to require that the project herein described be 
licensed and to issue a license therefor, and each of them agrees to accept such 
lawful license as the Commission may authorize to be issued ‘for such project, 
but they and each of them reserve their full legal rights as to the scope of the 


project and as to the property which may be legally and properly included therein 
and as to the compliance of the license with the provisions of the Federal Power 


Act. 
In view of this action we conclude that the question of the licensing 
of the hydroelectric generating project is eliminated as an issue in the 
present proceeding, except as to any liabilities or obligations arising 
out of the unauthorized construction, operation, or maintenance of 
the project, or any part thereof, to which Olcott may be subject. It 
appears from page 4 of the Exhibit K-4 to the application that upon 
consummation of the sale Olcott will be dissolved. It is therefore 
appropriate to the carrying out of the provisions of the Federal Power 
Act that the sale be subject to the condition that Bellows acquires 
the properties subject to, and assumes and becomes liable for, all liabili- 
ties and obligations under the Federal Power Act and the Federal 
Water Power Act to which Olcott would be subject if it continued to 
own, operate, or maintain the project, and our order will be conditioned 
accordingly. 

We therefore conclude and find that, subject to such condition and 
to the usual conditions of our orders of authorization and approval, 
the proposed sale of facilities, in so far as subject to the requirements 
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of section 203 of the Federal Power Act, will be consistent with the 
public interest. 


An order will be entered accordingly. 


LELAND O1xps. 
Ciaupe L. Draper. 
Bastt MANLY. 

Crype L. SEAvey. 


Order authorizing and approving sale of facilities 
Olcott Falls Company and Bellows Falls Hydro-Electric Corporation 
(IT-5800) 


Upon consideration of the joint application in the above-entitled 
proceeding, as amended, and the record thereon, the Commission hav- 
ing on this date made and entered its findings and opinion, which 
are hereby referred to and made a part hereof by reference, the 
Commission orders that: 

(A) The sale by Olcott Falls Company to Bellows Falls Hydro- 
Electric Corporation of the physical property, franchises, and works 
or system of the Olcott Falls Company be and the same hereby are 
authorized on the terms and conditions set forth in the application 
as amended and in any event subject to the terms and conditions 
‘hereof. 

(B) The sale shall be subject to the condition that Bellows Falls 
Hydro-Electric Corporation acquires the properties subject to, and 
assumes and becomes liable for, all liabilities and obligations under 
the Federal Power Act and the Federal Water Power Act, to which 
Olcott Falls Company would be subject if it continued to own, operate, 
or maintain the project. 

(C) The foregoing authorization is without prejudice to the author- 
ity of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimates, or determinations of 
costs, or any other matter whatsoever which may come before this 
Commission or before such other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) This authorization shall expire unless acted upon within 60 
days after the entry of this order. 

(E) The applicants shall report with reference to the subject mat- 
ter hereof as required by the Rules of Practice and Regulations, and 
shall file proposed journal entries within 6 months from the date of 
consummation of the proposed merger as required by provisions of 
the Commission’s Uniform System of Accounts. 













IN THE MATTER OF 
INLAND POWER & LIGHT COMPANY, LICENSEE 


Determination of Actual Legitimate Original Cost of Ariel Project, Project 
No. 935, Washington 


EP-935 
(Decided October 27, 1942) 
Syllabus 


1. Administrative salaries previously charged to operating expenses in ac- 
cordance with an established policy of predecessor company, cannot now 
be allowed as part of actual legitimate original cost of licensed project. 
P. 320. 

2. A reasonable allowance is to be made for interest during construction. 
The construction period embraces not only the period of actual physical 
construction of the project, but also that devoted to preliminary inves- 
tigations, designs, etc. Three years prior to the date on which actual 
physical construction began (the maximum period for preliminary per- 
mits), allowed as the preliminary period. P. 321. 

8. Charges paid for services to holding company, which, during the period. 
pertinent to this determination, controlled both the licensee and its pred- 
ecessor through intermediate holding companies (which it controlled by 
proxies, stock ownership, common directors and officers, and other 
means), allowed only to the extent of cost of such services toit. P. 322. 

4. Fee paid to affiliated construction company by licensee disallowed, fol- 
lowing Pennsylvania Power & Light Company, Licensee, Project No. 487, 
3 F. P.C. 89. P. 324. 


Henry S. Gray (Laing & Gray) , Sidman I. Barber (Reid & Priest), 
and M. O. Leighton for the licensee. 
Wallace H. Walker, John C. Kelley and Albert J. Feigen for the 
Commission. 
By THE CoMMISSION : 
Ortnion 


STATEMENT OF CASE 


This is a proceeding under section 4(b) of the Federal Power Act 
to determine, as of April 30, 1932, the actual legitimate original cost of 
the Ariel Project No. 935, Inland Power & Light Company, licensee. 
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HISTORY OF PROJECT 


The project is located at Ariel, Washington, a point on the Lewis 
River approximately 17 miles above its confluence with the Columbia 
River. Preliminary expenditures for project lands, surveys and exam- 
inations to June 1929 were made by Northwestern Electric Company, 
which, beginning in 1914, had made extensive explorations of Lewis 
River sites, including the Ariel site, Such explorations were for the 
purpose of formulating a comprehensive plan for the development of 
the water resources of the river and determining whether the develop- 
ment of the Ariel project would be consistent with that plan. 

On August 17, 1929, Inland Power & Light Company filed its appli- 
cation for a license covering not only the Ariel project but a similar 
development at the Yale site, situated a short distance above the pro- 
posed Ariel project. Previous arrangements had been made for the 
Inland Company’s purchase of Northwestern Electric Company’s in- 
terest in the project, and also the data which the latter had developed 
relating to stream flow and the other Lewis River sites. The pur- 
chase was consummated as of December 1, 1929. The Commission, on 
October 16, 1929, approved the application for license for the develop- 
ment of the Ariel project only, with the license therefor being for- 
mally issued on December 12, 1929. 

The construction contract was let on October 21, 1929, to Phoenix 
Utility Company, a wholly owned subsidiary of Electric Bond and 
Share Company (hereinafter referred to as Bond and Share). Actual 
physical construction had already been started on October 17, 1929, 
and continued until the project became available for the purpose for 
which it was intended two years later, or on October 16, 1931. Its 
entire output is delivered into the system of Northwestern Electric 
Company. 

At the time of the issuance of the license, both Northwestern Elec- 
tric Company and Inland Power & Light Company were subsidiaries 
- of American Power & Light Company, which in turn was controlled 
by Bond and Share. 


CLAIMED COST 


On August 6, 1932, the licensee filed with the Commission a state- 
ment of its claimed cost as of, April 30, 1932, in the amount of $8,644,- 
944.23, of which $537,598.39 was designated as prelicense cost. There- 
after, accounting and engineering representatives of the Commission 
made a detailed audit and engineering investigation of this claim and 
prepared and filed a combined report thereon. This report, in which 
$7,155,209.07 was proposed for allowance and $1,489,735.16 for elimi- 


2The date of October 16, 1929, has been used by the staff and the licensee, and is used 
herein, as the termination of the prelicense period. 
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nation or suspension pending further investigation, was served upon 
and protested by the licensee. Hearings on the claimed cost were held 
from April 29, 1940, to May 4, 1940. Briefs were subsequently filed. 

We allow the amount of $7,155,209.07 recommended by our staff 
for approval. The expenditures comprising this aggregate amount 
are supported and represent ordinary costs incident to the construc- 
tion of a hydroelectric project. We also allow an amount of $42,178.96 
not included in the licensee’s claimed cost statement, but recommended 
by the staff for approval.” 

The amount of $1,489,735.16, to which exception was taken, has been 
questioned under 33 suspensions, numbered 1 through 9 (comprised 
of prelicense claimed cost items of $135,059.46) and 101 through 120, 
and 122 through 125 (embracing postlicense expenditures of $1,354,- 
675.70). Twenty of these suspensions are disposed of as follows: 


| 
Amount sus- | Amount al- Amount dise 
pended lowed allowed 


$100. 00 
21. 96 


Suspension number 


2,117.2 
48. 
116. 
570. 
4, 850. 
58, 287. 2 
6, 875. 
82 





7, 027. £ 





106. 
(14, 032. 
(56, 908. 19) 


96, 979. 42 | (40, 039. 99) 





3 The licensee’s original claim of $5,148.66 for taxes paid pricr to October 16, 1929, is the amount included 
in suspension No. 7, of which we have allowed $2,722.00 as being the portion thereof applicable to the pre- 
liminary construction period extending from October 16, 1926, to October 16, 1929. According to the record, 
$1,767.49 of the claimed postlicense cost is also applicable to the preliminary period. 

Our staff and representatives of the licensee are now in complete 
agreement with the dispositions made of the foregoing 20 items, with 
the exception of the disallowances made under suspension Nos, 115, 
116, 117, 118, 119 and 123, which result from our previous determina- 
tion * that October 16, 1931, marks the end of the construction period, 
and represent adjustments in insurance, operating expenses and power 
sales to conform to that determination. As to those six suspensions, 
we have followed the recommendations of our staff. 


? This additional allowance is the final debit balance, as of April 30, 1932, in the surplus 
construction equipment and supplies suspense account, after adjustment by deducting from 
the original $167,309.14 in that account the sales of equipment and supplies in the amount 
of $125,130.18, leaving the balance of $42,178.96, 

“Inland Power & Light Co., 1 F. P. C. 628-630. 
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In addition we find that the issues involved in suspension Nos. 5, 
104, 105,° 106, 108, 109 and 111 must be resolved in favor of the licensee. 
The evidence shows that the payments involved in these suspensions, 
with the exception of the amounts of $100.42, $312.66 and $600.00 
waived under suspension Nos. 5, 104 and 106, respectively, are fully 
substantiated in the record. The $35,250.72 now claimed under these 
seven suspensions is allowed. 


This leaves suspension Nos. 4, 8, 9, 120, 124, and 125 which will now 
be considered. 


SUSPENSION NO. 4 


The amount of $10,185.93 comprising this suspension is 51.3 percent 
of a total of $19,855.62 of Lewis River general charges (portions of 
salaries of officers) incurred by Northwestern Electric Company and 
applicable to the period prior to August 1929. Licensee now agrees 
to the reduction of the percentage factor to 50 percent, resulting in 
the elimination of $258.12 of the claim, and leaving in issue $9,927.81. 

Prior to January 1, 1929, Northwestern Electric Company, in ac- 
cordance with its established policy, charged all administrative sal- 
aries to operating expenses, and they were reported as such in its an- 
nual reports filed with the regulatory commissions in the states of 
Oregon and Washington. In 1929 estimates were made of the time 
of officials devoted to construction matters during prior years, upon 
the basis of which it was determined that $15,721.87 of their salaries 
previously charged to operating expenses were applicable to Lewis 
River general charges, of which 50 percent, or $7,860.94 of the revised 
claim of $9,927.81 is assigned to the project. The other $2,066.87 of 
that claim, which is allowed as claimed, was capitalized currently from 
January through July 1929. 

The question raised as to the amount of $7,860.94 is whether this 
expenditure, having originally been charged to operating expenses, 
can now be allowed as a capital charge. This question must be an- 
swered in the negative.® 


SUSPENSION NO. 8 
SUSPENSION NO. 120 


Suspension No. 8, in the amount of $64,998.85, is comprised of the 
licensee’s prelicense claim (for the period ended October 16, 1929) for 


°A total of $8,446.28 representing construction funds on deposit at the time of a bank 
failure, was questioned under suspension No. 105. The bank has now been fully liquidated 
and liquidating dividends aggregating $3,449.97 are to be credited to the project (Puget 
Sound Power and Light Company, Licensee, supra, pp. 231, 242. Since these dividends were 
received and the credit made subsequent to the date as of which we are determining the 
project's cost, i. e., April 30, 1932, the amount of the suspension is not affected for the 
purposes of the present proceeding. 


® Northwestern Electric Co., 2 F. P. C. 327, affirmed Northwestern Hlectric Co. vy. Federat 
Power Commission, 125 F. (2d) 882. 
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interest during construction, while suspension No. 120 covers its 
interest claim of $683,220.76 for the post-license period. Both amounts 
were suspended pending the determination of the factors entering into 
the computation of a reasonable allowance for interest during con- 
struction, i. e., construction period, rate of interest and method of 
computation. 

(1) Construction period.—The construction period embraces not 
only the period of actual physical construction of the project, but 
also that devoted to preliminary investigations, designs, etc. As the 
beginning of the preliminary period we adopt October 16, 1926, or 
three years prior to October 16, 1929, the date on which actual physical 
construction began. This is the maximum time for preliminary 
permits allowed under the Federal Power Act.’ We have heretofore 
‘ determined that October 16, 1931, marks the termination of the 
construction period.® 

(2) Rate of interest—Practically all construction funds were 
advanced by American Power & Light Company on open account. 
The interest paid on credit balances in that account was at the annual 
rate of 6 percent payable quarterly. We adopt the staff’s recom- 
mendation that simple interest at the rate of 6 percent per annum 
will result in a reasonable interest allowance. No evidence was offered 
by the licensee to justify a higher rate. 

(3) Method of computation—Upon the assumption that the pre- 
liminary expenditures were fairly evenly distributed over the three- 
year preliminary construction period, interest for that period will 
be computed by applying simple interest at the rate of 6 percent 
per annum for one and one-half years on approved preliminary costs, 
other than interest, to October 16, 1929. This results in an allowance 
of $41,760.70 and a disallowance of $23,238.15 of the $64,998.85 claimed 
under suspension No. 8. 

For the post-license period we allow simple interest for the period 
from October 16, 1929, to October 16, 1931, at the rate of 6 percent 
per annum to be computed monthly upon the accumulated total of 
net approved project costs, other than interest, as of the first day of 
each month, plus one-half of the net approved project cost, other than 
interest for the month of computation. This amounts to $527,754.79 
for the post-license period. The remaining $155,465.97 of the $683,- 
220.76 claimed under suspension No. 120 is disallowed. 


SUSPENSION NO. 9 
SUSPENSION NO. 125 


Of the $11,550.52 originally claimed under suspension No. 9, as 
representing prelicense Bond and Share charges, licensee has waived 


7? Kanawha Valley Power Company, Licensee, 2 F. P. C. 11, 17. 
8 Inland Power & Light Co., 1 F. P. C. 628-630. 
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$524.95, and a net amount of $750.82 has been added, making an 
adjusted claim of $11,776.39. Of these $367,457.49 questioned under 
suspension No. 125, $223.76 has been conceded; additional amounts 
totaling $377.37 ($1.40, $36.97, $147.48, $145.35 and $46.17) are dis- 
allowed as representing regulatory commission expenses incurred sub- 
sequent to the completion of construction,® leaving $366,856.36 which, 
with the exception of $19.62, covers Bond and Share post-license 
charges. Deducting the allowable item of $19.62 from the total of 
$366,856.36 and adding thereto the revised claim of $11,776.39 under 
suspension No. 9, makes a total charge of $378,613.13 for Bond and 
Share services rendered in connection with the construction of the 
project. 

The question for decision as to the amount of $378,613.13 is whether 
our allowance for the Bond and Share services for which this sum was ° 
paid is to be the amount billed or the cost thereof to Bond and Share. 
The same question was before us in suspension No. 3 of the opinion Jn 
the Matter of Pennsylvania Power & Light Co., supra, p. 100, adopted 
April 14, 1942, in which opinion we determined the cost of Pennsyl- 
vania Power & Light Company’s project designated on our records as 
project No. 487. We there held, and we hold here, that if Bond and 
Share must be regarded as having controlled the licensee during the 
construction of the project, our allowance must be limited to the cost 
of the services to Bond and Share. 

The evidence clearly establishes the fact that Bond and Share, during 
the period pertinent to this determination, controlled both the licensee 
and Northwestern Electric Company through American Power & 
Light Company (hereinafter called American Company). Prior to 
July 31, 1930, the securities of the licensee were owned by American 
Company. Thereafter, and until a date subsequent to the completion 
of construction, the securities of the licensee were owned by Pacific 
Power & Light Company, a majority of whose voting securities was in 
turn owned by American Company. The American Company has 
owned a majority of the outstanding voting securities of Northwestern 
Electric Company since 1925. 

While Bond and Share did not own a majority of the outstanding 
voting securities of the American Company, yet there is no doubt as 
to its control over the latter. Bond and Share caused the organization 
of the American Company in 1909. A majority of the first permanent 
board of directors of the American Company were directors and officers 
of Bond and Share. Bond and Share continued to be represented on 
the board of the American Company from the date of the latter’s or- 
ganization to and beyond January 1, 1933. From May 1, 1917, to and 
beyond January 1, 1933, all of the officers and employees of the Ameri- 


®° Pennsylvania Power & Light Company, Licensee, supra, pp. 89, 114. 
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ean Company were officers and employees of Bond and Share. The 
officers and employees of the American Company received their salaries 
directly from Bond and Share. AIL offices, and substantially all office 
equipment and supplies of the American Company were furnished by 
Bond and Share, These arrangements were pursuant to service con- 
tracts by which Bond and Share operated, managed and supervised the 
American Company.” 

It is true that during the period here under consideration Bond and 
Share did not own a majority of the outstanding voting stock of the 
American Company ; however, the proxies voting the American Com- 
pany stock owned by Bond and Share at stockholders’ meetings con- 
sistently voted more than a majority of the outstanding voting shares 
of the American Company. In a statement made to the Committee 
on Interstate and Foreign Commerce of the House of Representa- 
tives™ by a representative of Bond and Share on its behalf, it is 
frankly stated : 


The relations of Electric Bond and Share Co. to these holding companies 
(American Power & Light Co., Electric Power & Light Corporation, and National 
Power & Light Co.), in addition to the substantial minority voting power position 
held, are such that Electric Bond and Share Co. organization in reality operates 
and controls these companies. As these holding companies were originally or- 
ganized in each instance under the auspices of Electric Bond & Share Co., this 
relationship has obtained from the beginning of business of each company to 
the present time. * * * In all three instances, Electric Bond and Share Co. 
by virtue of being the largest stockholder and being in charge of the operation 
of the business of the companies has been and is able to obtain sufficient votes 
from outside stockholders to perpetuate a continuation of the existing relationship. 


In the Matter of Electric Bond and Share Company et al. (Holding Company Act 
Release No. 2962), the Securities and Exchange Commission, discussing the functions and 
activities of National Power & Light Company and other subholding companies (including 
American Company) of the Bond and Share system, stated : 

From the initial formation of National in 1921 until November 25, 1935, National 
possessed no organizational identity of its own. Functionally, it was little more than a 
set of books in Bond and Share’s office. To be sure, from the outset National had a large 
number of stockholders other than Bond and Share—in fact the latter has never held 
securities representing more than 32 percent of National’s outstanding capitalization ; and 
National had its own board of directors which, though substantially interlocked with that 
of Bond and Share and its other affiliates, was not identical. However, during the entire 
period from 1921 to November 1935, National did not have a single employee of its own. 
Every officer of National was an officer or employee of Bond and Share, and was paid solely 
by Bond and Share. The books of National were kept in Bond and Share’s offices and such 
entries as were made therein were made by the employees of Bond and Share. 

The same situation existed with respect to all the other subholding companies of the Bond 
and Share system, with but one exception. The employees and officers of Bond and Share 
were titular officers of each of the subholding companies (as well as many of their 
subsidiaries) and the employees of Bond and Share kept the books and performed the 
necessary corporate functions not only on behalf of National but of the other subholding 
companies which are respondents in this proceeding, as well as other then-existing sub- 
holding companies of the Bond and Share system which have since been dissolved. 

It was conceded on the record that the situation as it existed up to November 1935 could 
be fairly summarized by saying that “from the standpoint of official and clerical personnel, 
Electric Bond and Share Company and these three holding companies, American, Electric 
and National, might be regarded as a single organization, save as strictly corporate action 
was taken separately by the boards of directors and stockholders of the different companies.” 

11H. Rept. No. 827, 73d Cong., 2d Sess., Part 3, p. 437. 
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It was suggested by Bond and Share that the foregoing statement be 
included in the committee’s report describing the Bond and Share 
system and was so included. 

If further confirmation of Bond and Share’s control over the Am- 
erican Company, and Northwestern Electric Company be needed, it 
may be found in Bond and Share’s contract * with General Electric 
Company for the purchase of electric apparatus and supplies, in effect 
from 1912 until on or about January 2, 1933. In that contract Bond 
and Share has characterized its relationship to those companies as one 
of “control.” 

In view of the foregoing we conclude that Bond and Share con- 
trolled the licensee and Northwestern Electric Company during the 
period pertinent to this determination. 

As evidence of the cost to Bond and Share in rendering engineering 
services, there was incorporated in the record before us the same basic 
evidence relied on in the Pennsylvania Power & Light Company case, 
supra. For reasons stated in that opinion, we find here, as we did 
there, that salary charges billed by Bond and Share, reduced by the 
excess of 1.39 percent of actual cost, plus 50 percent overhead on actual 
salaries, represent the cost to Bond and Share in rendering engineer- 
ing services, and make the same allowance for the relatively small 
amount of other services rendered by Bond and Share, the cost of 
which is here in issue. Direct expenses were billed at cost to Bond 
and Share and are allowed as claimed. 

The aggregate Bond and Share billings of $378,613.13 is comprised 
of direct expenses of $31,076.96, direct salary charges of $182,965.06, 
and overhead costs of $164,571.11. Reduction of (a) the direct salary 
charges by the 1.39 percent in excess of actual salary costs, and (b) 
the overhead costs to 50 percent of actual salary costs, results in an 
allowance of $301,762.00, and a disallowance of $76,851.13. 


SUSPENSION NO. 124 


Embraced in this suspension is the fee of $259,118.38 paid to 
Phoenix Utility Company pursuant to its cost-plus construction con- 
tract dated October 21, 1929. A similar fee was involved in suspen- 
sion No. 2 of our recent opinion Jn the Matter of Pennsylvania 
Power & Light Co., supra, p. 95. That opinion contains a full dis- 
cussion of the facts, applicable law, and reasons which clearly estab- 
lish this fee as an improper item of project cost. We need not repeat 
here what was said there. Accordingly, we disallow the fee of 
$259,118.38. 


2 The provisions of this contract are discussed by the Court in Federal Trade Commission 
v. Smith, 1 F. Supp. 247, 252-2538, 
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For the light which it throws upon the Phoenix Utility Company 
method of operation, there is quoted in the margin an excerpt from 
Arkansas Power & Light Company v. McGehee, 42 P. U. R. (N. 8S.) 
65, 70-71, in which case the Arkansas Department of Public Utilities 


had under consideration fees paid to both Phoenix Utility Company 
and Bond and Share.” 


CONCLUSION 


Pursuant to the foregoing, we find that the actual legitimate orig- 
inal cost of this project as of April 30, 1932, is $8,202,982.15. An 
appropriate order will be issued in accordance with this opinion. 


Letanp O ps. 
Craupe L. Draper. 
Basi Man ty. 
Crype L. Seavey. 


4 In that case the Arkansas Department of Public Utilities stated (pp. 70-71) : 

Certain fees paid to the Phoenix Utilities Company and to the Electric Bond and Share 
Company must also be.eliminated. The Electric Power & Light Company owned 100 per- 
cent of the common stock of the Arkansas Power & Light Company. The Electric Bond 
and Share Company owned approximately 50 percent of the common stock of the Electric 
Power & Light Company and all of the stock of the Phoenix Company. * * * When 
construction was undertaken in Arkansas, certain general office employees of the Arkansas 
Company, including the chief engineer and other engineers and certain accountants, were 
transferred, as to a part of their time, to the pay rolls of the Phoenix Company, and they 
organized, planned, supervised, and accounted for all the construction in the same manner 
that they would have done if there had been no Phoenix Company. The Arkansas Com- 
pany paid all expenses which could be attributed to the activities so undertaken by it in the 
name of the Phoenix Company, including all pay rolls, material costs, and everything else. 
Then, when the work was completed, the Arkansas Company paid to the Phoenix Company 
a fee for the services allegedly rendered to it by the Phoenix Company in the amount of 
$6,194.26. This was a percentage of the construction costs. 

The fee paid the Electric Bond and Share Company was a percentage of the gross 
revenue plus amounts expended for construction. It amounted to $1,723.63. 

The only specific service either company is shown to have rendered is that they fur- 
nished a set of forms for the Arkansas Power & Light Company to follow in keeping records 
of its costs. Aside from that there was an organization in New York which the Arkansas 
Company could consult if it wanted to. No effort was made to show the cost to either the 
Electric Bond and Share Company or the Phoenix Company of any service rendered by either 
of them to the Arkansas Company. The Arkansas Company, through its own officers and 
employees, who were then on the pay roll of the Phoenix Company, did all the planning, kept 
all the books, and did all the work. Every known cost incurred by anyone was paid by the 
Arkansas Company. 

These two fees were not costs. So far as the record is concerned, the real owners of this 
property took money out of one pocket and put it in another pocket and charged this transac- 
tion up as a part of the cost of construction. An effort has been made to show that these 
affiliates rendered some service of value and that that value may have been as great as the 
fees paid, but we understand the law to be that there can be no intercompany profit in such 
payments and there is nothing in the record from which any cost to the affiliate can be 
determined or from which it can be found that the payments were not all profit. So far 
as this record is concerned they cannot be regarded as part of the investment. These 
payments were in the nature of dividends. See Consolidated Teleph. Co. v. Georgia Pub. 
Service Commission (U. 8. Dist. Ct. 1934), 2 P. U. R. (N. 8.) 454. 
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Order. determining actual legitimate original cost and prescribing 
accounting therefor 


Inland Power & Light Company 


(Project No. 935) 


Upon consideration of the matters of record with respect to the 
actual legitimate original cost of project No. 935, Inland Power & 
Light Company, licensee, as of April 30, 1932, and having on this date 
made and entered its opinion in this matter, which is referred to and 
made a part hereof by reference; and 

It appearing to the Commission that: 

The licensee claimed $8,691,204.22 as the actual legitimate original 
cost of this project as of April 30, 1932; 

The Commission finds and determines that : 

(1) The actual legitimate original cost as of April 30, 1932, of this 
project is $8,202,982.15, which is the total of the amounts listed in eol- 
umn (4) under the heading “Allowed” in the tabulation attached 
hereto as Exhibit “A”; and said amount is allowed ; 

(2) The amounts, totalling $488,222.07 listed in column (5) under 
the heading “Disallowed” in said tabulation, do not constitute part of 
the actual legitimate original cost of this project as of April 30, 1932; 
and said amounts are disallowed ; 

(3) The corrective accounting hereinafter ordered is necessary and 
appropriate under the Federal Power Act to reflect on licensee’s books 
of account the Commission’s determination of the actual legitimate 
original cost of this project; 

The Commission orders that: 

(A) The licensee establish and maintain control accounts with ref- 
erence to this project showing a total debit balance in its fixed capital 
accounts beginning with an entry of $8,202,982.15 (being the total of 
the amounts listed in column (4) under the heading “Allowed” in said 
tabulation) as the actual legitimate original cost of this project as of 
April 30, 1932; 

(B) The licensee establish and maintain subsidiary accounts show- 
ing and substantiating all entries in such control. accounts and classi- 
fying the total for fixed capital in appropriate detail and in accord- 
ance with the provisions of the Commission’s Uniform System of 
Accounts prescribed for public utilities and licensees revised to 
December 31, 1936; 

(C) The licensee remove from this project’s accounts and transfer 
to Account 142, preliminary survey and investigation charges, for 
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disposition in accordance with the aforesaid Uniform System of Ac- 
counts, the amount of $529.48, listed in column (6) under the heading, 
“Preliminary survey and investigation charges” in said tabulation; 

(D) The licensee remove from this project’s accounts and transfer 
to Account 271, earned surplus, the amounts, totalling $487,692.59 
listed in column (7) under the heading “Earned surplus” in said 
tabulation ; 

(E) All amounts now carried in licensee’s asset accounts as part of 
the original charges to the cost of this project up to and including 
April 30, 1932, and not otherwise disposed of by this order, and which 
do not represent the cost of some physical property other than this 
project, shall be transferred from such accounts, both control and 
subsidiary, in which included, and the net amount thereof charged to 
Account 271, earned surplus, pursuant to and in accordance with the 
applicable provisions of said Uniform System of Accounts; 

(F) Within 60 days of service of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form No. 
76 showing such compliance. 


Exuisit “A” 





Accounting disposi- 
tion of disallowed 
amounts 


| Adjusted ! 


Description claim 


Dis- . 
Allowed : Prelim- 

allowed inary sur- 
vey and | Earned 
investi- | surplus 
gation 
charges 


(2) (6) (7) 


PRELICENSE COST | 


— | Recommended by Commission’s staff | 

| _ without suspension $402, 438. 93 

1 | Land payment transferred from post- 

| _ license to prelicense cost wi 100. 00 

— | Taxes on land—Jan. 1 to Oct. 15, 1929~-| 

| ‘Transferred from postlicense to pre- 
license cost.............. sth haa 1, 767. 49 

Unused scrip for Government land___. 21. 96 

Adjusting Ariel proportion of electric | 

explorations 529. 48 

Administrarive salaries of North- 

western Electric Co___.........----- | 











| Lewis River general charges 
Prelicense taxes on land__.._..._..... 
Prelicense interest during construc- | | | 
| _ tion. = } 44, 760.70 | 23,238. 15 
9 Electric Bond & Share Co. charges— | 
Prelicense 








Total Prelicense Cost as of | 
Oct. 15, 1929 | §43,301.93 | 505,768.47 | 37,623.46 | 529.48 37, 093. 98 





1 Licensee’s adjusted claimed cost exceeds its original claimed cost by the amount of $46,259.99, representing 
ae amount of adjustments which have been agreed to by licensee and are to be reflected in licensee’s 
Ss. 





FEDERAL POWER COMMISSION 
Exutsit “A’’ Continued. 


Accounting disposi- 
| tion of disallowed 
amounts 


Description Adjusted | Dis- 


claim allowed | projim- | 


inary sur-| 
vey and | Earned 
investi- | surplus 
gation 
charges 


@) (6) 


POSTLICENSE COST 


Recommended by Commission’s staff 
without suspension - |$6,752,770.14 $6,752,770.14 
Land payment transferred from post- 
license to prelicense cost - (100. 00) (100. 00) 
Taxes on land—Jan. 1 to Oct. 15, 1929— 
Transferred from postlicense to pre- 
license cost _.__- (1, 767. 49)| (1, 767. 49) 
Adjustment of credit for construction 
equipment salvage___. . 42, 178. 42, 178. 96 
Expenses of John A. Laing relating to | 
project construction _- 287. 
| Adjustment of overhead on Job Order 
No. 267 2, 117. 
| Allowances to Kelly & Sullivan 
Const. Co : 23, 274. 
Balance in closed Woodland State | 
Bank. _. bal 8, 466. 
| Extra salary allowance to const. ‘supts 2, 266. 
7 | Extra expense allowance to C. H. 
Tornquist.- __- 48. 
| Life insurance for salaried employees 
of Phoenix Utilities Co___. 
| Payment toward funeral expenses of | 
workman killed on job_- 
| Miscel. items of personal expense__ 
| Expenditures re F. P. C. audit of pre- } 
license cost. 
| Expenses re _ licensee’s audit of 
E. B. & 8. Co. charges i 
| Northwestern Electric Co. engineer- 
ing__ 
Power used ‘during construction | | 
Trans. line rental after 10/15/31___- 75. icvawakive>ast ee 
6 | Telephone circuit rental after os 2.95 | 82. 95 
| Taxes after 10/15/31. Sad oan f by | 6,854.06 
| Fire insurance after 10/ 15/ 31. 306. | 306. 23 
F. 




















P. C. preoperation charges after 
|} 10/15/31... _ . 67 | 106. 67 
Postlicense interest during construc- | | | 
| tion .-| 683, 220.76 | 527,754.79 |155, 465. 97 
| Net credit for power produced to | } 
10/16/81__ _ _. | (14,032.04)| (14, 032. 04) ia attain 
| Net credit for power produced 10/16- | | 
12/31/31 | (56, 908. 156, 908. 19)}_. .-.---| (56,908.19) 
| Phoenix Utility Co. construction fee__| 259, 118.38 |.....____- - |259, 118.38 |........../259,118.38 
Electric Bond & Share Co. charges— 
Postlicense | 367,457.49 | 292, 028. 78 75,428. 71 | 75,428.71 





| 

| | 

Total postlicense cost—Oct. 16, | | 

| 1929 to Apr. 30, 1932 ...|8, 147, 812. 29 | 7, 697, 213. 68 4, 598. 61 -.--..---|450,508.61 
| 


Total project cost as of Apr. 30, | 
1932. 


| 
a 691, 204, 22 s 202, 982. 15 i488, 222.07 | 529.48 |487,692.59 





2 Subject to credit adjustments during 1932-35 of $3,449.97. 





IN THE MATTER OF 


PACIFIC POWER & LIGHT COMPANY 


Reclassification of the Electric Plant Account of a Public Utility 


IT-5611 
(Decided November 24, 1942) 


Syllabus 


. The excess over actual cost to parent company of properties transferred 
by it to wholly owned and controlled subsidiary in a transaction char- 
acterized by complete absence of arm’s-length bargaining and inde- 
pendence of judgment, represents a write-up and should not be allowed 
to remain in plant account of subsidiary. P. 334. 

. “Present fair value” of the property does not permit retention of such 
a write-up in plant account since cost, not value, is the fundamental 
basis of accounting for public utility plant. Cf. In the Matter of 
Northwestern Electric Company, 3 F. P. C. 83. P. 335. 

. Such write-up, which does not represent a valid cost of property and is 
properly classifiable in Account 107, should be expunged immediately, 
part of the write-up disposed of by a charge to a special reserve pre- 
viously ordered (2 F. P. C. 508) to be set up and the balance directed 
to be charged to earned surplus; provided, however, that the company 
might at its election charge all or any part of such balance against 
capital surplus properly created for such purpose. P. 336. 

. An amount representing payment for intangibles in connection with 
acquisition of operating units or systems over and above original cost, 
classified in Account 100.5, electric plant acquisition adjustments, should 
be amortized by equal annual charges over a reasonable number of 
years. P. 338. 

. An under-retirement representing retirement of certain gas, water and 
railway properties at less than book cost, should be corrected by 
transfer from Account 250, reserve for depreciation, to Account 271, 
earned surplus, as in effect a loss on sale of non-electric properties for 
which no provision existed in depreciation reserve.’ P. 339. 

. Additional organization expenses, included in Account 100.5, electric 
plant acquisition adjustments, should be established by transfer in 
Account 301, organization, within Account 100.1, electric plant in serv- 
ice. P. 339. 

. The cost of common stock of affiliate acquired in a “basket transaction” 
is properly included in plant account by being established in Account 
111, investment in associated companies. P. 339, 
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. Amounts representing bond discount and expense suffered by affiliate 


10. 


11, 


13. 


14. 


16. 


John A. Laing and Francis F. Hill (Laing, Gray & Smith) for 
Pacific Power & Light Company. 

N.H. Powell (Reid & Priest), Adrian Foley and Richard H. Appert 
(White & Case) for American Power & Light Company. 

George Slaff and Reuben Goldberg for the Federal Power 
Commission. 
Alvin A. Kurtz for the Public Utilities Commissioner of Oregon. 


Harry C. Bowen, T. A. Martin and A. J. Greer for Washington 
Department of Public Service. 
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in connection with transactions in bonds of company, reclassified by 
company from plant account to Account 140, unamortized debt discount 
and expense, should have been established in Account 107, electric 
plant adjustments, pending Commission approval of the transfer to 
Account 140. P. 340. 


. An amount representing bond discount and expense relating to an in- 


debtedness which matured and has been replaced by a new bond issue 
should be charged off to Account 271, earned surplus. P. 340. 

The pro rata portion of unamortized debt and expense relating to presently 
outstanding bonds (137/300 of the life of the bonds having expired) 
should be charged off at once to Account 271, earned surplus, and a 
proportionate part of the balance should be included in the income 
account for years subsequent to 1942 until the entire amount is 
extinguished. P. 340. 

The original cost of a generating station and canal previously retired at 
an excessive amount based upon reproduction values (the canal sub- 
sequently being discovered to be in use) should be established in 
Account 110, other physical property, and the excess over original cost 
transferred to Account 100.5, electric plant acquisition adjustments, 


from the reserve account in which it had been erroneously placed. 
P. 340. 


. A discount on preferred stock never reflected on company’s books should 


be transferred from Account 100.5, through Account 107, to Account 
150, discount on capital stock. P. 341. 

Items representing interest accruals in excess of amount applicable to 
construction period and charges for labor and other items incurred 
over a period of years and improperly charged to plant account (par- 
tially offset by improper credits) should be removed from Account 107 
and disposed of by a charge to Account 271, earned surplus. P. 841. 

Costs incurred in connection with the organization of another company, 
all interest in which had since been disposed of, should be disposed 
of by a charge to Account 271, earned surplus. P. 341. 


. Services rendered licensees and public utilities by parent company and 


affiliated service companies should be at cost and all affiliated company 
profits should be removed from the plant accounts. P. 342. 

Such profit to the affiliates should be allowed to remain tentatively in 
accounts pending future investigation at one time of the holding com- 
panies and affiliated service companies of the entire holding company 

system rather than be adjusted as each case arises. P. 342. 








PACIFIC POWER & LIGHT COMPANY 


By tHe Commission: 
Oprnion 


This proceeding arises under the Federal Power Act and relates 
to the Uniform System of Accounts prescribed by the Federal Power 
Commission for public utilities and licensees and to the accounting 
entries which Pacific Power & Light Company (hereinafter sometimes 
referred to as “respondent” or “Pacific”) is to make pursuant to this 
system of accounts. 


HISTORY OF THE PROCEEDINGS 


On April 16, 1940, we adopted an order requiring Pacific to show 
cause why appropriate proceedings should not be instituted for failure 
to comply with electric plant accounts instruction 2-D* of our Uni- 
form System of Accounts and our order of May 11, 1937, in respect 
thereto. Hearing was held in May 1940 and, after testimony, ad- 
journed by the presiding trial examiner, subject to the further order 
of the Commission. 

On July 3, 1940, Pacific submitted its reclassification and original 
cost studies required by the foregoing electric plant accounts instruc- 
tion. A field examination of the studies was made jointly by the 
staffs of this Commission and the Public Utilities Commissioner of 
Oregon, who prepared a joint report entitled, “Pacific Power & Light 
Company, Portland, Oregon, Report on the Reclassification and Orig- 
inal Cost Studies of Electric Plant as of January 1, 1937.” 

On July 1, 1941, we adopted an order transmitting the joint report 
to respondent and requiring it, among other things, to show cause why 
it should not make the accounting adjustments proposed in the report 
and submit appropriate plans for the disposition of amounts estab- 
lished in Account 100.5, electric plant acquisition adjustments, and 
Account 107, electric plant adjustments. Hearings were held in Port- 
land, Oregon, from September 29, 1941, to October 8, 1941. 

Permission to intervene in the proceedings was granted to the Public 
Utilities Commissioner of Oregon, the Department of Public Service 
of the State of Washington, and American Power & Light Company 
(hereinafter sometimes referred to as “American”), Pacific’s parent. 
The Honorable Ormond R. Bean, Public Utilities Commissioner of 
Oregon, presided jointly with our trial examiner in the proceedings. 


1 Electric plant accounts instruction 2—D of the Uniform System of Accounts provides, 
p. 38: 

D. Not later than 2 years after the effective date of this system of accounts, each utility 
shall have completed the studies necessary for classifying its electric plant as of the effec- 
tive date of this system of accounts in accordance with the accounts prescribed herein and 
it shall submit to the Commission the entries it proposes to make to carry out the provi- 
sions of this instruction. It shall submit also a comparative balance sheet showing the 
accounts and amounts appearing in its books as of the effective date of this system of 
accounts and the accounts and respective amounts as of the same date after the proposed 
entries shall have been made. 





FEDERAL POWER COMMISSION 
THE ISSUES 


During the course of the staff examination of the books and records 
of Pacific, the company itself made further studies and analyses and 
immediately prior to the hearing submitted to the staffs of both 
Commissions certain revisions to its reclassification and original cost 
studies. These revisions, which were received in evidence at the 
hearing, brought Pacific into complete accord with the staffs of this 
Commission and the Oregon Commissioner as to the original cost of 
electric plant includible in Account 100.1, electric plant in service 
($19,466,147.54) ; Account 100.2, electric plant leased to others ($1,- 
943,804.02) ; and Account 100.3, construction work in progress ($87,- 
828.95). The amounts as reclassified in Accounts 100.1 and 100.2 
include fees paid by Pacific.to American Power & Light Company, 
Electric Bond & Share Company, and Phoenix Utility Company, all 
associated companies, pursuant to service contracts. These fees are 
permitted to remain tentatively in these accounts subject to such 
further consideration as may be deemed warranted at any time in 
the future. 

The discussions herein relate to Pacific’s revised reclassification 
and original cost study, and the disposition of amounts properly in- 
cludible in Accounts 100.5 and 107. That study has not been entered 
in Pacific’s books of account. We will order the study recorded and 
then adjusting entries made as hereinafter indicated so as to preserve 
appropriate accounting sequence. 

The items upon which there have been no agreement present the 
following issues for our determination : 


1. Whether the net amount of $4,121,981.41, being the excess 
of the recorded cost on the books of Pacific over actual cost to 
its parent, American, of property acquired from the latter, is a 
write-up ; 

2. The disposition of the amounts properly classifiable in Ac- 
counts 100.5, and 107; 

8. Whether an amount of $612,013.78, classified in an adjust- 
ment account within Account 108, other utility plant, should be 
charged to Account 250, reserve for depreciation, or to account 
271, earned surplus. 


JURISDICTION 


Pacific concedes and the record shows that it owns and operates 
facilities used for the transmission of electric energy in interstate 
commerce and that it sells electric energy at wholesale in interstate 
commerce. It is, therefore, a “public utility” within the meaning 
of that term as used in the Federal Power Act. 





PACIFIC POWER & LIGHT COMPANY 
THE WRITE-UP OF PACIFIC’S PLANT ACCOUNTS 


The staffs of the Federal Power Commission and of the Oregon 
Commissioner have classified a met amount of $4,121,981.41 in Ac- 
count 107, electric plant adjustments, as representing a write-up? of 
electric plant. Pacific contends that this amount should be classified 
in Account 100.5, electric plant acquisition adjustments. 

It is undisputed that the amount in question originated as a result 
of two transactions between Pacific and its parent, American Power 
& Light Company, which took place in 1910 and 1930, and repre- 
sents the excess of the net amount recorded by Pacific in respect to 
the properties transferred over the actual bona fide cost thereof to 
American. 

Sometime near the close of the year 1909 and the early part of 1910, 
American Power & Light Company decided to move into the Pacific 
Northwest. Through the acquisition of capital stocks, it acquired 
control of certain utility properties in the Yakima Valley from the 
Northwest Light & Water Company and the Yakima Valley Power 
Company, and also the properties of Astoria Electric Company from 
Electric Bond & Share Company, which company had organized and 
controlled American. In March and April, 1910, American organized 
Yakima-Pasco Power Company and Columbia Power & Light Com- 
pany, respectively, to take over the Yakima Valley Properties. Pacific 
concedes that American organized, owned and controlled the Astoria, 
Columbia and Yakima-Pasco companies. 

On June 16, 1910, American organized Pacific for the sole purpose 
of taking over and operating the properties of Astoria, Columbia and 
Yakima-Pasco and in July 1910 these properties were transferred by 
American to Pacific, together with $499,500 par value of stock of Walla 
Walla Valley Railway Company. In exchange therefor Pacific de- 
livered to American all of its outstanding securities consisting of $1,- 
250,000 par value preferred stock, $5,997,000 par value of common stock, 
$3,200,000 principal amount of First and Refunding Mortgage Bonds 
and assumed certain underlying bonds and current liabilities. These 
properties, which had cost American $6,154,251.34, were set up in Pa- 
cific’s plant account at $10,900,000, or $4,745,748.66 * in excess of their 


2 The text of Account 107 reads, in part, as follows: 

“* * * Write-ups of electric plant prior to the effective date of this system of ac- 
counts shall be recorded herein.” Uniform System of Accounts Prescribed for Public 
Utilities and Licenses, p. 19. 

3 The 1930 transaction between Pacific and American, in effect, reduced the 1910 excess 
of recorded cost over cost to American by $623,767.25, to the net amount of $4,121,981.41. 
In this transaction, American transferred to Pacific all of the properties of its wholly-owned 
subsidiary, Inland Power & Light Company, with the exception of the Ariel, Wallowa Falls, 
and Cove hydro electric projects, together with a large general office building in Portland, 
Oregon, and all of the outstanding shares of the common stock of Inland. 
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actual cost to American. This $10,900,000 was nothing but a balancing 
figure to match par value and principal amount of securities which 
Pacific had issued to American, together with certain other minor 
obligations. 

The record establishes beyond doubt that Pacific was at all times 
under the complete control and domination of American. American 
created Pacific, owned all of its common stock, officered it, capitalized it, 
and molded its actions at will. The board of directors of Pacific which, 
on July 23, 1910, “accepted” the offer of American for the transfer of 
the properties was composed of staff members or officers of American 
and its parent, Electric Bond & Share Company, and persons asso- 
ciated with Bond & Share’s law firm, Simpson, Thacher & Bartlett. 
These directors had been elected by the sole common stockholder, 
American. The transaction between American and Pacific was veiled 
through the use of an intermediary, one Weld M. Stevens, associated 
with Simpson, Thacher & Bartlett, 

The complete domination of the July 23, 1910, transfer by American 
and the voiceless position of Pacific is demonstrated by a letter dated 
the same day, to Guy W. Talbot, vice president of Pacific, from Sidney 
Z. Mitchell, chairman of American’s board, in which it was stated: 

While we (American Power & Light Company) have elected the foregoing as 
officers in the West, we have not as yet elected any Western directors because we 
want to keep the full Board here until we get through with all the votes relating 
to the issuance of bonds, etc. When this is all finished we wilt elect the perma- 
nent Board, a majority of which will be in the West and an Executive Committee 
the majority of which will be here. 

The complete absence of arm’s-length bargaining and of independ- 
ence of judgment is further demonstrated by a telegram dated June 
16, 1910 (the very date of incorporation of Pacific) disclosing that the 
amount at which the properties were to be transferred to Pacific had 
been decided upon even before Pacific had been organized. 

The only reasonable conclusion that can be drawn from all the facts 

‘concerning the 1910 transfer of property is that the transaction rep- 
resented nothing more than American dealing with itself. The buyers 
and sellers were subject to common control and were mere tools of the 
holding company. No one in good conscience could make the claim 
that the excess of $4,121,981.41 represents actual, bona fide cost. 
Potomac Electric Power Co. v. Public Utilities Comm. of Dist. of Col., 
P. U. R. 1920C, 326, 337-8; Re New York State Electric and Gas Cor- 
poration, P. U. R. 1933D, 264. 

Pacific concedes that a direct mark-up of assets is a write-up, but it 
would have us believe that the same result accomplished through the 
device of a new corporate entity validates the excess over cost to the 
parent seller. We will not permit such a subterfuge to obscure the 


— we ae. 2 Bee lee wee 
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real transaction or its purpose. We will look through the form to 
the substance. 

In substance a fictitious increment was added to the accounts in a 
widely practiced but devious form: — 


* * * the same result (write-up) may be, and has been, obtained in a more 
subtle manner. This was particularly so where holding companies were con- 
cerned. Often a write-up was created by causing one company to convey its as- 
sets to another company at a price in excess of the figure at which they were 
bought by the selling company, both companies at the time of transfer being sub- 
ject to common ¢control.® 


This aptly describes the method followed by American. 

If any doubt existed as to the true nature of the excess, an examina- 
tion of the result to American would dispel it. Upon receipt of Pa- 
cific’s securities, American sold the bonds and preferred stock to the 
public and thereby reimbursed itself for practically all of the initial 
cost of acquiring the properties transferred to Pacific. Through the 
retention of all of the Pacific’s common stock, which it did not sell to 
the public, American continued to own and control the properties at 
only a slight cost to itself. That was the very purpose of the transfer 
of the properties. 

Pacific urges that the alleged “present fair value” of its property 
fully supports its security structure and therefore contends that the 
write-up should be permitted to remain in its plant account, or, to put 
it another way, that alleged values have caught up with and absorbed 
the write-ups and for that reason they should be left undisturbed. We 
were met by precisely such a contention Jn the Matter of Northwestern 
Electric Company, supra, p. 83, another subsidiary of American Power 
& Light Company. We disposed of that contention there, saying: 


It is asserted that we may not require the amortization of the $3,500,000 write- 
up, inasmuch as the alleged present fair value of the property and assets of the 
company exceeds the recorded amount for such property and assets, including 
this amount of $3,500,000. Reduced to its simplest terms, the company urges 
that its property account can be written up at will so long as it is able to support 
such manipulation by evidence of present fair value. By the same reasoning, it 
would follow that the plant accounts should be written down every time there is 
a decrease in plant values. The recognition in the plant accounts of declines in 
the so-called fair value of properties during the recent long and severe depression 
would probably have brought disaster to most public utilities. The amounts to 


*“Tt is the substance of what they do, and not the form in which they clothe their trans- 
actions, which must afford the test.” Electric Bond & Share Co. v. Securities and Exchange 
Commission, 303 U. S. 419, 440 (1938). 

5 Report of the Committee on Corporate Finance of the National Association of Railroad 
and Utilities Commissioners, 1940, Appendix, p. 7, “Financing the Utility Property Ac- 
count.” The article was written by Judge Healy, formerly chief counsel for the Federal 
Trade Commission during its investigation of the financial practices of holding companies 
and their operating subsidiaries, and now a member of the Securities and Exchange Com- 
mission. As chief counsel of the F. T. C., Judge Healy had an opportunity to observe at 
close range the financial manipulations of holding companies which were exposed by that 
investigation and led to the enactment of the Public Utility Act of 1935. 


582231—44—-vol. 3-22 
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be honestly and properly recorded in a utility’s plant account should not be per- 
mitted to oscillate with the ebb and flow of economic tides. 


It is thus erroneous to permit the company’s plant accounts to reflect changing 
“values” of the nature offered in evidence here and to use such estimates of 
“value” in lieu of valid cost. Adherence to such a principle, with its ever shifting 
plant values, would nullify the effective regulation of public utilities. 

Cost, not value, is the fundamental basis of accounting for public utility plant, 
as well as for plant of other enterprises. Our system of accounts, like all ac- 
counting systems prescribed by regulatory agencies, is grounded firmly in the 
cost principle. 

Our views on that subject are unchanged. 

We find, therefore, that the amount of $4,121,981.41 is a- write-up of 


electric plant and is properly classifiable in Account 107, electric plant 
adjustments. 


DISPOSITION OF THE WRITE-UP CLASSIFIABLE IN ACCOUNT 107 


We have determined that the excess of $4,121,981.41 does not repre- 
sent a valid cost of property and is properly classifiable in Account 
107. The provisions of Account 107 require the amounts recorded 
therein to be disposed of as we may approve or direct. We hold that, 
in accordance with sound principles of accounting, the amounts should 
be expunged immediately. We now turn to a consideration of dis- 
position. 

In our opinion Jn the Matter of Pacific Power & Light Co., et al., 
2 F. P. C. 508, adopted on December 9, 1941, we approved, subject to 
certain conditions, the merger of Inland Power & Light Company with 
and into Pacific. In our order we required Pacific to set up a special 
reserve in the amount of $1,135,113.91, being an amount by which the 
cost to Inland of the net assets transferred to Pacific exceeded Pacific’s 
cost of the stock of Inland. We said in that opinion that this “reserve 
shall be used only for such purposes as this Commission may subse- 
quently approve or direct.” The transactions giving rise to the re- 
serve are associated with transactions giving rise to the amount of 
$4,121,981.41 classifiable in Account 107. We accordingly find that 
$1,135,113.91 of the $4,121,981.41 should be charged to this special 
reserve. 

We direct that the balance of $2,986,867.50 ($4,121,981.41 less $1,135,- 
113.91) be charged to earned surplus: Provided, however, That Pacific 
may at its election charge all or any part of the said $2,986,867.50 
against a capital surplus properly created for such purpose. 


DISPOSITION OF AMOUNTS CLASSIFIED IN ACCOUNT 100.5, ELECTRIC PLANT 
ACQUISITION ADJUSTMENTS 


Pacific further classified an'amount of $2,741,591.66 in Account 
100.5, electric plant acquisition adjustments. The staffs concur in this 
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adjustment. It represents the amount paid for operating units or sys- 
tems over and above the original cost of such operating units or sys- 
tems acquired. The issue is whether such amount should be amortized 
over a reasonable period of time or permitted to remain indefinitely in 
Account 100.5. In Jn the Matter of St. Croia Falls Minnesota Im- 
provement Company, et al., supra, p. 13, we held that similar amounts 
should be amortized over a reasonable period of time. 

In this case there is substantial accord between Pacific * and the staffs 
of this Commission and the Oregon Commissioner that the $2,741,- 
591.66 represents payment for intangibles, and we so find. The record 
shows that it is not at all feasible, and probably not possible, to segre- 
gate the intangibles according to their nature. Good will, going value, 
franchise value and monopoly value tend to merge.’ They are all 
rooted in and are associated with prospective earning power. See “The 
Law of Goodwill,” G. A. D. Preinreich, 11 Acctg. Rev. 317, 326 (1936). 

It is common knowledge that intangibles have questionable con- 
tinuing value even in an unregulated industry. They should not be 
permitted to rest permanently in the accounts of a public utility, and 
the record of this case shows that the proper accounting treatment is 
to amortize them rapidly. The accepted and more desirable account- 
ing practice, and the one which we feel should be adhered to by public 
utilities, is set forth in “A Statement of Accounting Principles”: 


The writing off of such intangible assets as good will evokes scarcely any pro- 
test, even when it is recognized that substantial good will exists. The general 
distrust of good will and the knowledge that it has been widely used to capitalize 
exaggerated expectations of future earnings leave an almost universal feeling 
that the balance sheet looks stronger without it. When actual consideration 
has been paid for good will, it should appear on the company’s balance sheet 
long enough to create a record of that fact in the history of the company as pre- 
sented in a series of its annual reports. After that, nobody seems to regret its dis- 


appearance when accomplished by methods which fully disclose the circum- 
stances (p. 14).° 


The foregoing statement refers to good will, but the authors indi- 
cate it is the most important and the typical intangible asset, and that 


* Account 100.5 provides, among other things, that the amounts recorded therein with 
respect to each property acquisition “shall be depreciated, amortized, or otherwise disposed 
of, as the Commission may approve, or direct.” 

™Mr. Neill, treasurer of Pacific, testified that he thought it was “fair to say that the 


amount paid by American in excess of the original cost for those properties represented 
payment for intangibles.” 


* Mr. Neill also testified as follows: 

Q. And all those types of intangible values, while it might be possible to segregate or 
pigeonhole them, they all tend to merge? 

A. I think so. I thought at one time that I would try to divide them up, and do a 
little speculating ; but I found it would be highly speculative and an impracticable thing 
to do. 


*°“A Statement of Accounting Principles” (1938), Sanders, Hatfield and Moore. Pub- 
lished by American Institute of Accountants. 
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a discussion of it applies to similar intangibles.° The amounts in- 
volved herein have rested in the accounts 10 to 30 years, which is 
more than adequate to create a record of the fact in the history of the 
company as contemplated by the foregoing quotation. 

There is competent testimony of record that the amounts classified 
in Account 100.5 should be disposed of by annual charges to Account 
537, miscellaneous amortization, over a period of 10 or 15 years. In 
view of the fact that the $2,741,591.66 represents excess over original 
cost of acquisitions approximately half of which were made as far back 
as 1910 and have been carried on Pacific’s books all those years with- 
out any provision having been made, as good accounting practice de- 
mands, for writing off any part thereof, we find that an amortiza- 
tion period of 10 years, beginning with 1942, is reasonable. 

In disposing of the $2,741,591.66, we find that such charges should 
be made to Account 537, miscellaneous amortization. St. Croix case, 
supra. 

We find, therefore, that the amount classified in Account 100.5 
represents payment for intangibles in excess of original cost and 
should be disposed of by equal annual charges over a period of ten 
years to Account 537, miscellaneous amortization, commencing with 
the year 1942. 


DISPOSITION OF $612,013.78 CLASSIFIED IN AN ADJUSTMENT ACCOUNT 
WITHIN ACCOUNT 108, OTHER UTILITY PLANT 


In the course of the preparations of its reclassification and original 
cost studies, Pacific discovered that certain gas, water, and railway 
properties had been retired at an aggregate amount of $612,013.78 
less than the book cost. Pacific sought to correct this under-retire- 
ment by a charge to its depreciation reserves in the year 1940, although 
the balance existing in the company’s depreciation reserves for non- 
electric properties amounted to only $87,712.38. 

The staffs of this Commission and the Oregon Commissioner con- 
tend that the 1940 charge to the depreciation reserve should be 
reversed, the amount of the under-retirement established in an ad- 
justment account within Account 108, other utility plant, and then 
disposed of by a charge of $87,712.38 to Account 250, reserve for 
depreciation, and a charge of $524,301.40 to Account 271, earned sur- 
plus. In other words, the Commissions’ staffs contend the $524,301.40 
represents a loss on the sale of non-electric properties for which no 
provision existed in Pacific’s depreciation reserve. 

Pacific agrees that this amount of $524,301.40 is properly charge- 
able to Account 271, earned surplus, but contends its depreciation 

% Tbid, pp. 65-69. 

11 Pacific first determined that the under-retirement amounted to $629,525.89 and the 


1940 charge to the reserve was in that amount, but Pacific now concedes the correct adjust- 
ment, wherever it may be charged, is $612,013.78. 
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reserve for its electric property in the State of Washington is in ex- 
cess of present requirements in an amount sufficient to absorb the 
under-retirement, and that a charge to that reserve is, in effect, a 
charge to surplus, since surplus is understated to the extent of the 
alleged over-accrual. 

The alleged over-adequacy of Pacific’s depreciation reserve for 
electric properties in the State of Washington would not be determi- 
native of the issue. There is good reason to hold that where a reserve 
has been provided for electric properties, chiefly by charges to electric 
expenses, the resulting reserve even though excessive should not be 
diverted in whole or in part to absorb a loss in some other department. 

Assuming, arguendo, however, that Pacific’s contention is correct 
in principle, it has failed to demonstrate the reserve for the electric 
property in the State of Washington is excessive. On the contrary, 
the evidence would appear to support the conclusion that the reserve 
is not excessive. For example, though Pacific’s electric systems in 
the states of Oregon and Washington are substantially similar in type, 
character, and condition, the balance in the Oregon reserve is approxi- 
mately one and one-half times greater percentagewise than the balance 
in the reserve earmarked for the Washington properties. Yet it is 
the Washington rather than the Oregon reserve that is claimed to be 
excessive. Other facts in the record also tend to show the total de- 
preciation reserve for electric properties is not excessive. 

In the light of the evidence, we cannot acquiesce in a charge-off of 
the amount in issue to the depreciation reserve, except to the extent 
of $87,712.38 for which provision has been made. 

We find, therefore, that the under-retirement should be corrected 
by requiring Pacific to transfer from Account 250 to Account 271, 
earned surplus, the amount of $524,301.40. 


ACCOUNTING ADJUSTMENTS CONCEDED BY PACIFIC 


(1) Additional organization eapense—An amount of $1,090.71 was 
included within Account 301, organization, by the staffs prior to the 
hearing. The evidence offered at the hearing showed that in con- 
nection with the organization of Pacific expenditures of $5,650.39 
were incurred. We find, therefore, that an additional amount of 
$4,559.68 should be established in Account 301, organization, within 
Account 100.1, electric plant in service, by transfer of such amount 
from Account 100.5, electric plant acquisition adjustments, in which 
Jatter account it has been included in Pacific’s reclassification and 
original cost studies. 

(2) Pacific’s investment in stock of Inland Power & Light Com- 
pany.—In 1930, Pacific acquired the common capital stock of Inland 
in a “basket” transaction and included the amount thereof in its plant 
accounts. The evidence shows that cost to Pacific of such stock was 
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$232,002.22, which amount Pacific has established in Account 111, 
investment in associated companies. The adjustment is approved. 

(3) Unamortized debt discount and expense.—Pacific reclassified 
$2,024,993.99 from its plant accounts to Account 140, unamortized debt 
discount and expense, representing discount and expense suffered by 
American in disposing of Pacific’s bonds received in the 1910 and 1930 
transactions. The record shows that an additional amount of 
$5,733.65, representing certain expenses incurred in connection with 
the bonds issued by Pacific to American in 1910, should be added to 
the foregoing amount, increasing it to $2,030,727.64. (Pacific should 
have established the $2,024,993.99, together with the amount of 
$5,733.65, in Account 107 pending Commission approval of the 
transfer to Account 140). 

Of the $2,030,727.64, an amount of $454,349.90 relates to an indebted- 
ness which matured in 1930 and was replaced by a new bond issue. 
This amount should be charged off to Account 271, earned surplus. 

The balance of $1,576,377.74 relates to Pacific’s presently outstand- 
ing bonds which mature on August 1, 1955. As of December 31, 1941, 
137/300 of the life of the bonds had expired, hence a pro rata portion 
of the unamortized debt discount and expense, $719,875.46, should be 
charged off at once to Account 271, earned surplus, and Pacific should 
include in its income account for 1942 and subsequent years the 
proportionate part of the unamortized debt discount and expense 
applicable to such years until the entire amount is extinguished. 

We find that $5,733.65 should be transferred from Account 100.5 
through Account 107, to Account 140; and $1,174,225.36 from Account 
140 to Account 271, earned surplus. ‘ 

(4) Capital stock expense—Pacific has classified an amount of 
$36,009.72, representing capital stock expense, in Account 151, capitai 
stock expense. While such amount should first have been established 
in Account 107, pending Commission approval of the transfer to 
. Account 151, the result is correct and the adjustment is approved. 

(5) Reinstatement of Fruitvale canal—In 1932, the Fruitvale 
generating station and canal were retired by Pacific. Subsequently 
it was discovered that the canal was still used to supply water for 
irrigation to a number of customers under contract. The estimated 
amount of the retirement was $229,166.81, the amount being predicated 
upon reproduction values. The staffs, pending a proper determina- 
tion of cost, credited Account 250, reserve for depreciation, and rein- 
stated the amount in Account 100.6, electric plant in process of 
reclassification. 

The original cost of the canal property was determined to be $188,- 
136.86, and Pacific established this amount in Account 110, other 
physical property, with a corresponding credit to Account 250, re- 
serve for depreciation, leaving charged to the reserve $41,029.95 (the 
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difference between $229,166.81 and $188,136.86). The company er- 
roneously reduced Account 100.5 by this excessive retirement of 
$41,029.95. x 

We find that the appropriate accounting procedure requires the 
establishment of $188,136.86 in Account 110, and a transfer of $41,- 
029.95 from Account 250 to Account 100.5. 

(6) Discount on preferred stock—In the 1910 transaction there was 
incurred a discount on preferred stock of $161,500 and in the 1930 
transaction $25,000 which had never been reflected on Pacific’s books. 
Pacific agrees that such discount should be reflected on its books: 
Accordingly, we find that $186,500 should be transferred from Account 
100.5, through Account 107, to Account 150, discount on capital stock. 

(7) Improper charges to production plant.—Sometime in 1912 Pa- 
cific commenced construction of a hydroelectric generating station on 
Hood River. The work was suspended in 1913 but construction costs 
were not closed to plant account until 1919. Included therein was 
$44,769.73, representing interest accruals in excess of the amount ap- 
plicable to the construction period, and $9,734.80, representing charges 
for labor and other items incurred from 1914 to 1919 and improperly 
charged to plant account. 

These charges, totaling $54,504.53, were partially offset by improper 
credits for sales of material and equipment to the extent of $11,949.85, 
thus reducing the improper charges to $42,554.68. 

Pacific has established this amount of $42,554.68 in Account 107. 
We find such sum should be disposed of by a charge to Account 271, 
earned surplus. 

(8) Miscellaneous costs Walla Walla Valley Railway Company.— 
In the organization of Walla Walla Valley Railway Company by 
American in 1910, certain costs were incurred amounting to $191.75. 
This amount was classified in Account 107 by the staffs and Pacific 
concedes that this is a proper classification. As Pacific disposed of 
its interest in the Walla Walla Valley Railway Company in 1921, 
the amount should be disposed of by a charge to Account 271, earned 
surplus. 


AFFILIATED COMPANY FEES 


The staff report, Exhibit No. 16 in this proceeding, shows that large 
fees paid by respondent to its parent companies and affiliated service 
companies have been charged to its plant accounts. It is likely that 
such fees contain an element of profit to the affiliates which should 
not be allowed. The staffs recommend that the fees be permitted to 
remain tentatively in the accounts because of the substantial addi- 
tional analysis, particularly of the books of the affiliated companies, 
which would be required to ascertain the appropriate adjustments and 
the delay which would ensue. 
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We have consistently held that services rendered to licensees and 
public utilities by affiliates should be at cost and that all affiliated 
company profits included in fees and other charges should be removed 
from the plant accounts.** We take notice of the fact that many 
other public utility subsidiaries of Electric Bond & Share Company 
have included in their plant accounts large fees for alleged services 
by that holding company, its sub-holding companies and affiliated 
service companies. The costs related to the fees for such alleged 
services which must be determined are not segregated by subsidiaries 
on the books of such holding or service companies. It would there- 
fore seem more practical to examine the books and records of the 
holding companies and the affiliated service companies and make the 
necessary adjustments to all the public utility subsidiaries of Electric 
Bond & Share Company at one time, rather than to make the neces- 
sary studies and adjustments as each case arises. This procedure will 
prevent the over-lapping of effort and will insure more uniform 
determinations. 

Accordingly, we reserve for a future time the investigation and 
studies necessary to eliminate from the plant accounts of the respondent 
the amounts included therein as profits on fees of approximately 
$1,034,000 paid to its holding companies and affiliated service 
companies. 

In our order of July 1, 1941, respondent was ordered to show cause 
why the Commission should not institute appropriate proceedings 
against the company, its officers or directors, for failure to comply 
with the provisions of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts and the Commission’s 
order dated May 11, 1937. 

Respondent’s officers and employees in the meantime have com- 
plied with our requirements and have shown an awareness of the 
obligations imposed upon them by the Federal Power Act. We do 
not believe any good purpose would be served by instituting further 
proceedings with respect to such matter. 

An appropriate order will be issued in accordance with this 
opinion. 

Letanp Oxps. 

Ciaupe L. Draper. 

Basu MaNnty. 

Ciypr L. Spavey. 
I concur in result only. 


Joun W. Scorr. 


2 Alabama Power Company, 1 F. P. C. 25; Louisville Gas and Electric Company; 1 
F. P. C. 130; Pennsylvania Power & Light Company, supra, p. 89; St. Croia Falls Minne- 
sota Improvement Company, et al., supra, p. 13; Puget Sound Power and Light Company, 
supra, p. 231. 
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Order directing accounting entries and disposition of amounts in 
Accounts 100.5 and 107 


Pacific Power & Light Company 
(IT-5611) 


Upon consideration of the previous orders in this proceeding, the 
evidence adduced of record, the briefs and other documents filed, and 
having on this date made and entered its opinion in this matter with 
findings, which is incorporated by reference as a part hereof; 

The Commission orders that: 

Pacific Power & Light Company (hereinafter referred to as “Pa- 
cific”) record in its accounts the reclassification and adjusting entries 
proposed in its revised classification and original cost studies; and 

The Commission further orders that: 

(A) Pacific remove from Account. 100.5, electric plant acquisition 
adjustments, and transfer to Account 107, electric plant adjustments, 
the amount of $4,121,981.41; 

(B) Pacific dispose of the amount of $4,121,981.41 established in 
Account 107, electric plant adjustments, under paragraph (A) above, 
by charging $1,135,113.91 of that amount to the special reserve created 
pursuant to the Commission’s opinion Jn the Matter of Pacific Power 
& Light Co., et al., 2 F. P. C. 508; and by charging the balance of 
$2;986,867.50 to Account 271, earned surplus; provided, however, that 
Pacific may charge all or any part of said $2,986,867.50 against. a capital 
surplus properly created for that purpose; 

(C) Pacific remove the amount of $4,559.68 from Account 100.5, 
electric plant acquisition adjustments, and transfer said amount to 
Account 301, organization, within Account 100.1, electric plant in 
service ; 

(D) Pacific remove from Account 250, reserve for depreciation, and 
transfer to Account 100.5, electric plant acquisition adjustments, the 
amount of $41,029.95, representing the over-retirement of the Fruit- 
vale Canal; 

(E) Pacific remove from Account 100.5, electric plant acquisition 
adjustments, and transfer to Account 150, discount on capital stock 
(through Account 107), the amount of $186,500, representing discount 
on preferred stock incurred by Pacific in 1910 and 1930; 

(F) Pacific remove from Account 100.5, electric plant acquisition 
adjustments, and charge to Account 271, earned surplus (through 
Account 107), the amount of $191.75, representing costs incurred in 
connection with the organization of Walla Walla Valley Railway 
Company; 
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(G) Pacific remove the amount of -$5,733.65 from Account 100.5, 
electric plant acquisition adjustments, and transfer said amount to 
Account 140, unamortized debt discount and expense (through Account 
107) ; 

(H) ‘Pacific dispose of the amount of $2,741,591.66 classified in 
Account 100.5, electric plant acquisition adjustments, by charging said 
amount to Account 537, miscellaneous amortization, in ten equal an- 
nual charges, commencing with the calendar year 1942; 

(I) The transfer by Pacific of $2,024,993.99 to Account 140 is 
approved ; 

(J) Pacific remove the amount of $1,174,225.36 from Account 140 
and charge said amount to Account 271, earned surplus, and account 
for the balance remaining in Account 140 in accordance with balance 
sheet instruction 6-C; 

(K) Pacific remove from Account 250, reserve for depreciation, and 
charge to Account 271, earned surplus (through Account 107), the 
amount of $524,301.40, representing the loss, in excess of the applicable 
reserve for depreciation, from the sale or other disposition of non- 
electric properties prior to 1936; 

(L) Pacific remove from Actount 107 and charge to Account 271, 
earned surplus, the amount of $42,554.68, representing improper 
charges to production plant in connection with the construction of a 
hydroelectric generating station on Hood River; 

(M) The transfer of $36,009.72, representing capital stock ex- 
pense, from Account 107 to Account 151, capital stock expense, is 
approved ; 

(N) The transfer of $232,002.22, representing investment in the 
stock of Inland, from Account 107, to Account 111, investment in as- 
sociated companies, is approved; 

(O) Pacific file with the Commission on or before December 31, 
1942, certified copies of the entries required by paragraphs (A) to (N), 
inclusive, of this order; and on or before March 15 of each year there- 
after the entries required by paragraph (H) of this order until the 
entire amount in Account 100.5 has been disposed of; 

(P) The provisions of this order are not to be construed as dis- 
pensing with the necessity of full compliance with the requirements of 
the Public Utility Holding Company Act of 1935 and the rules, 
regulations, and orders issued by the Securities and Exchange 
Commission. 





IN THE MATTER OF 
WESTERN MASSACHUSETTS ELECTRIC COMPANY, ET AL. 


Application for Approval of Merger, Consolidation, and Acquisition of 
Facilities Under Section 203 of Federal Power Act. 


IT-5755 
(Decided December 17, 1942) 
Syllabus 


1. Under arrangement known as Connecticut Valley Power Exchange, one 
applicant company exchanged surplus electric energy with other com- 
panies and purchased, under a contract for firm power, and transmitted 
over its facilities, electric energy generated in States other than Massa- 
chusetts and transmitted therefrom and consumed outside thereof, and 
sold such energy to the other applicant companies for resale. The fa- 
cilities for such transmission and sale held facilities for the transmission 
and sale of electric energy at wholesale in interstate commerce, and the 
applicant vendor company, by reason of ownership and operation of such 
facilities, a “public utility” within the meaning of section 203 of the 
Federal Power Act. P. 347. 

. The other applicant companies admittedly are “public utilities” through 
ownership and operation of facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce. P. 348. 

. Where, by a proposed merger and consolidation, each of three “public utili- 
ties” disposes of the whole of its facilities subject to the jurisdiction of 
the Commission, each such disposal is subject to the requirements of 
section 203 for authorization by the Commission. The proposed merger 
and consolidation of facilities subject to the jurisdiction of the Commis- 
sion, is also subject to the requirements of section 203. P. 348. 

. Since certain facilities of one of the applicants include a hydroelectric 
development on navigable waters of the United States'(In the Matter 
of Bellows Falls Hydro-Electric Corporation, 2 F. P. C. 380) operated in 
violation of the Federal Power Act, applicant had been required to make 
due application for a license for such development, pursuant to Part I 
of the Federal Power Act, and to accept such license as might lawfully 
issue. Such application and agreement to accept being filed prior to 
hearing, the issue was removed from the proceeding. Question as to 
lawfulness of operation of other unlicensed projects of applicants on 
other streams saved for future consideration by Commission. P. 348. 

5. Savings in operating expenses, however small, should redound ultimately 
to the benefit of rate payers and investors; and, in the absence of adverse 
factors, are sufficient to establish that the proposed merger will bene- 
ficially affect the public interest. P. 352. 
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6. In bringing about the elimination of the affiliated Agency and simplification 
of corporation relations, and in laying a foundation for the dissolution 
of the Holding Company, the proposed merger and consolidation will be 
beneficial. P. 352. 

7. An intervener’s contention that the applicants’ depreciation reserves are 
inadequate should nct delay the proceedings pending a detailed study 
thereof, for, where depreciation reserves are inadequate, proper adjust- 
ments should be made regardless of whether merger or other proceedings 
are in prospect, and the condition of the reserves will not be impaired by 
the proposed merger. P. 353. 

8. While contracts for power and services between companies which are sub- 
Sidiaries of the same holding company are of little assistance and may 
be a detriment in determining the reasonableness of rates to ultimate 
consumers, the making of proper cost allocations among areas served by 
a consolidated company is little, if any, more difficult than determining 
the reasonableness of the allocations necessarily implicit in contracts 


among companies with each other dealing at less than arm’s length. 
P. 353. : 


9. Proposed merger and consolidation held, subject to the conditions stated 
and the usual conditions of the Commission’s orders of authorization 

and approval, to be consistent with the public interest. P. 355. 

By THe Commission : 


FInpINGS AND OPINION 


This matter comes before us on the application, as amended, of 
Western Massachusetts Electric Company, Turners Falls Power & 
Electric Company, United Electric Light Company and Pittsfield 
Electric Company, for approval of a merger and consolidation under 
Section 98 of Chapter 164 of the General Laws of Massachusetts of 
those four companies, whereby the Western Massachusetts Electric 
Company (hereinafter referred to as “Western”) will acquire all of 
the assets and property of each of the other companies (hereinafter 
respectively referred to as “Turners,” “United,” and “Pittsfield”) sub- 
ject to all their obligations and liabilities and will issue to the holders 
of the stock of each of such companies, in place thereof, stock of 
Western having an aggregate par value equal to that of the stock of 
such companies so to be replaced. The separate corporate existence 
of said other three companies will disappear. 


JURISDICTION 


By the original application Turners stated that it owns and operates 
certain facilities “which may from time to time be used for the trans- 
mission of electrical energy in interstate commerce or for the sale of 
electrical energy at wholesale in interstate commerce * * *, West- 
ern, United and Pittsfield each disclaimed “any admission that it 
owns or operates any facilities for the transmission of electric energy 
in interstate commerce or for the sale of electric energy at wholesale 
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in interstate commerce.” In setting the application down for hearing 
the Commission required, among other things, that the applicants be 
prepared at the hearing to show facts‘relating to the question of their 
ownership and operation of facilities for the transmission and sale 
at wholesale of electric energy transmitted from any state and con- 
sumed at any point outside thereof. At the hearing Western, United 
and Pittsfield submitted a statement withdrawing the aforesaid dis- 
claimers and admitting that they do own and operate facilities for 
the transmission of electric energy in interstate commerce or for the 
sale of electric energy at wholesale in interstate commerce, and each 
admitted that it is a public utility within the meaning of Part II of 
the Federal Power Act, and requested that it be treated as such and 
that the Commission approve its participation in the merger and 
consolidation. 

The evidence introduced at the hearing clearly establishes that each 
of the four companies is subject to the jurisdiction of the Commission 
as a “public utility” within the meaning of that term as used in section 
203 of the Federal Power Act by reason of ownership and operation 
of facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce. 

Under an arrangement with The Connecticut Power Company and 
New England Power Company known as the Connecticut Valley 
Power Exchange, Turners exchanges surplus electric energy with 
those companies. Turners also purchases electric energy under con- 
tract for firm power with New England Power Company and has a 
contract with The Hartford Electric Light Company for power up 
to 20,000 kw, half the capacity of a new unit being installed by the 
latter. In the operation of that Exchange and by reason of the pur- 
chase of electric energy under the contract with New England Power 
Company, electric energy generated in states other than Massachu- 
setts (principally in Connecticut and New York) and transmitted 
therefrom and consumed at points outside thereof, is transmitted over 
facilities of Turners. Such electric energy is also sold by Turners to 
Western, United, Pittsfield and others for resale Moreover, in the 


1The chief electrical engineer of all of the applicants testified that he had made a record 
of energy flows for January, February, and March of 1942, from hourly meter readings as 
recorded on station log sheets, showing that electric energy in substantial amounts gen- 
erated outside of Massachusetts and brought into Massachusetts over facilities of Turners 
was transmitted and sold at wholesale by means of facilities of all of the applicants for 
249 hours on 45 days in those 3 months. In addition, there were other times during the 
same 3 months when such energy was transmitted and sold at wholesale by means of the 
facilities of some of the applicants, but he had not ascertained their frequency. He 
illustrated the method by which he had traced the flow of such out-of-state energy over 
the applicants’ system facilities by diagrams introduced in evidence as an exihibit. The 
diagrams showed for selected hours amounts and direction of flow of energy between each 
of the points on the system where lines are interconnected with other lines, generating 
plants, or loads. The method of tracing the flow of energy which applicants’ engineer 
used was similar to that used by Commission engineers referred to in our opinion In the 
Matter of The Connecticut Light 4 Power Company, supra, p. 132. 
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operation of the Exchange, electric energy generated in Massachu- 
setts and transmitted therefrom and consumed at points outside thereof, 
principally in Connecticut, is transmitted over and by means of facili- 
ties of Turners. The facilities for such transmission and sales by 
Turners are facilities for transmission and for the sale at wholesale 
of electric energy in interstate commerce. Turners is, by reason of its 
ownership and operation of such facilities, a “public utility” within 
the meaning of that term as used in section 203 of the Federal Power 
Act. Jersey Central Power & Light Company v. Federal Power Com- 
mission, 129 F. (2d) 188; The Hartford Electric Light Company v. 
Federal Power Commission, 131 F. (2d) 953. Western, United, and 
Pittsfield each buys electric energy from Turners which electric energy 
is, in the operation of the Exchange, transmitted from one state and 
consumed at a point outside thereof, and each owns and operates 
facilities for the transmission or sale at wholesale, or both, of such 
electric energy. By reason thereof each is a “public utility” within 
the meaning of that term as used in section 203 of the Federal Power 
Act. 

By the proposed merger and consolidation, Turners, United and 
Pittsfield will each dispose of the whole of its facilities subject to 
the jurisdiction of this Commission, and each such disposal is there- 
fore subject to the requirements of said section 203 for authorization 


by this Commission. By the proposed merger or consolidation West- 
ern will merge or consolidate facilities subject to the jurisdiction of 
this Commission which are owned and operated by it, with facilities 
subject to the jurisdiction of this Commission which are owned and 
operated by the other three companies, and such merger or consolida- 
tion upon the part of Western is therefore also subject to such re- 
quirements. 


TURNERS FALLS HYDROELECTRIC PROJECT LICENSE 


From the original application it appeared that Turners owns and 
operates a hydroelectric development at and near Turners Falls, 
Massachusetts, on the Connecticut River. We have previously had 
occasion to consider, and have determined, that the Connecticut River, 
from its mouth up to and beyond a point above Turners Falls, is a 
navigable water of the United States (Jn the Matter of Bellows Falls 
Hydro-Electric Corporation, et al., 2 ¥. P. C. 380). Upon prelimi- 
nary consideration of the original application in the instant matter, 
it appearing that the aforesaid hydroelectric development was con- 
structed and had been operated and maintained without license, 
permit, right-of-way, or other authorization by the United States, 
the Commission issued an order requiring the application to be sup- 
plemented to show cause, if any there was, why Turners should not 
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be required, as a condition precedent to the authorization of the 
proposed disposal by merger and consolidation, to make due applica- 
tion for a license for said development pursuant to Part I of the 
Federal Power Act, and to agree to accept such license as the Com- 
mission may lawfully authorize to be issued for such project, and 
why the Western Massachusetts Electric Company should not be 
required to agree to join in such application and agreement if the 
proposed transaction is consummated, or in lieu of such a showing, 
to submit such application for license and agreement. Such an ap- 
plication and agreement were filed prior to the hearing, and the 
applicants have thereby removed that issue from the present 
proceeding. 

The Commission has not heretofore considered or determined 
whether other streams, tributary to the Connecticut River, upon 
which are located other hydroelectric developments owned or oper- 
ated by the applicants, are navigable waters of the United States. 
In the orderly discharge of our duties under the Federal Power Act, 
and in the light of present conditions, we cannot properly under- 
take at this time to determine those questions. It should, however, 
be made plain that full authority to consider, determine and dispose 
of those questions is retained by the Commission, and that nothing 
in the present proceedings shall be deemed to prejudice our doing so. 
Neither shall our action in these proceedings be deemed to constitute 
a precedent for any waiver of the necessity of obtaining a license 
for facilities where it may properly be determined that a license is 
required, as a condition to an authorization or approval of a sale, 
lease or other disposition or merger or consolidation of such facilities 
under section 203 of the Act. 


CONSISTENCY WITH THE PUBLIC INTEREST 


The applicants are all Massachusetts corporations. Western; 
United and Pittsfield are engaged in the business of purchasing, gen- 
erating, transmitting and selling electric energy for domestic, com- 
mercial, industrial and municipal purposes, and to other electric 
utilities, in their respective service areas located in Western Massa- 
chusetts from the northern to the southern boundary of the state, 
and in and from the valley of the Connecticut River on the east to 
within the valley of the Housatonic River on the west. Their service 
areas are close and, in part, contiguous to each other. Turners is 
engaged in the business of generating, purchasing, transmitting, dis- 
tributing and selling electric energy at wholesale to Western, United, 
Pittsfield and other electric companies and municipal plants, and in 
large blocks to industrial companies. All of its facilities are located 
in and between the aforesaid service areas. 
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All of the outstanding capital stock of each of the applicants is 
owned by Western Massachusetts Companies (hereinafter referred 
to as the “Holding Company”), a Massachusetts trust. As of the 
date of the hearing borrowings from the Holding Company amounted 
to $235,000 for Western; $2,300,000 for United; and $160,000 for 
Pittsfield. These borrowings are “on demand,” the rate of interest 
being fixed at the cost to the Holding Company of obtaining the 
money, without any additional discount, premium or fee. The only 
other outstanding securities of any of the applicants are bonds in the 
amount of $3,000,000 issued by Turners and secured by a first mort- 
gage to the Merchants National Bank of Boston, Massachusetts, as 
trustee. 

Western Massachusetts Companies is purely a holding company 
and has no subsidiary companies other than the applicants except 
The Quinnehtuk Company, a real estate corporation, and Western 
Massachusetts Agency, Inc. (hereinafter referred to as the “Agency”), 
which acts in certain cases as accounting and disbursing agent for 
the applicants but without profit to itself.* Neither it nor the Quin- 
nehtuk Company pays dividends. The Holding Company’s stock is 
dealt in the “over the counter market.” The stock is widely dis- 
tributed, no one holder thereof having more than 2.4 percent of the 
total. None of the stock is known to be held by any other electric 
utility. 

The several applicants have substantially the same officers and 
largely the same directors. The same individual serves as chief elec- 
trical engineer of all of the applicant companies. Charges for his work 
for each company, and for that of the force working under his super- 
vision and direction, are billed to that company through the Agency 
at cost. The Agency pays the salaries and expenses of a purchasing 
department, which acts as a joint purchasing agent, the general super- 
intendent of meters and a force under him, a few other operating men, 
and the applicants’ officers and their secretaries. Overhead expenses 
are allocated approximately in proportion to the gross revenues of the 
applicant companies, but subject to adjustment in the discretion of an 
executive committee. Materials purchased by the purchasing depart- 
ment are billed by the manufacturer directly to the particular com- 
pany for whose account they are purchased and are not billed through 
the Agency. In other respects the business of the several companies 
is conducted separately. Accounts, for exaniple, are kept separately, 


*The rate of interest on the Holding Company's notes is 2.7 percent. The cost of the 
issue of those notes was %0 of 1 percent, which is added and charged to the company bor- 
rowing from the Holding Company, so that the interest charged for the money borrowed is 
2.9 percent. 

* By order of the Securities and Exchange Commission, issued March 27, 1936, the Hold- 


ing Company was exempted from the provisions of the Public Utilities Holding Company 
Act, and is still so exempt. 
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but under the responsible direction of the same individual who is 
treasurer of all of the companies. 


The applicants say in their application that their affiliation under 
the Holding Company— 


has assured Turners of a ‘market for its electric energy and it has assured the 
other companies of a source of supply for their constantly increasing loads without 
the necessity of building additional plants of their own which, for small com- 
panies, is often a speculative and expensive operation. By operating the companies 
as nearly as possible as a single system, the Holding Company has also given them 
the benefit of very substantial economies of operation and also, in the opinion 
of the applicants, a higher grade of executive, managerial, and engineering sery- 
ice than they could possibly have obtained for themselves at the same cost if they 
had remained separate. 

As time-has gone on, for the sake of simplification and unification of corporate 
structures and of accounts, records, reports, and returns, certain consolidations of 
the companies forming the system of Western Massachusetts Companies have 


already been made. 

It is therefore obvious that any additional benefits from unification 
which can be achieved by the proposed merger and consolidation will 
necessarily be of a limited nature. 


In support of their application the applicants state that they believe 
that— 


If and when the system as a whole needs additional steam generating capacity, 
which is fairly imminent because of the requirements of National Defense, it 
will be far better to have the new plant erected for that purpose.(which should 
obviously be a large plant erected and operated from the point of view of the 
system as a whole) owned, financed, and operated by the proposed consolidated 
company rather than by any one of the separate companies now existing. Also, 
in the opinion of the applicants, the consolidation will be beneficial in that it will 
eliminate the difficult questions which now arise in connection with contracts and 
transactions between the separate companies now under common ownership. 
Finally, the consolidation will be beneficial in the opinion of the applicants in 
that it will lay the foundation for a later dissolution of the Holding Company. 


The possibility of procuring and installing additional generating 
facilities appears hypothetical under present conditions, and a contract 
for additional power needed to enable it to carry this winter’s peak load 
has been entered into with The Hartford Electric Light Company. 
No likelihood of any major financing need appears imminent. While 
it is true that it will be unnecessary to execute contracts covering 
transactions among what are now the separate applicant companies, the 
fundamental problems of allocations of costs, properties, etc. will re- 
main if the areas now being served by each applicant are considered 
separately for rate-making purposes, and no real benefit in this respect 
will flow from the merger. 

The evidence of savings to result from the merger is of a general 
and indefinite nature, except as to minor matters such as reductions 


in the number of directors’ meetings to be held and the number of 
582231—44—-vol. 3-23 
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reports to be made to governmental agencies. The treasurer testified 
that he hoped that over the course of a few years the merged company 
would effect economies by reason of the merger, and he estimated that 
such economies might go to ten or twelve thousand dollars a year. 
The president of Turners spoke of “rather definite savings” which 
he said could and would be effected. As we said in Pacific Power 
& Light Company, et al., 2 F. P. C. 508, “Savings in operating ex- 
penses, however small, should redound ultimately to the benefit of 
rate payers and investors; and in the absence of adverse factors, are 
sufficient to establish that the proposed merger will beneficially affect 
the public interest.” In other cases slight savings incident to the 
elimination of unneeded corporate entities have enabled us to find 
that the proposed merger would be consistent with the public in- 
terest. Application of Missouri General Utilities Company, et al., 
Docket No. IT-5477; Application of Iowa Transmission Line Com- 
pany, et al., Docket No. IT-5496; Application of Missouri Transmis- 
sion Company, et al., Docket No. IT-5495; Jn the Matter of Susque- 
hanna Transmission Company of Pennsylvania, et al., Docket No. 
IT-5582, and Pennsylvania Transmission Company, et al., Docket 
No. IT-5583, (2 F. P. C. 652) ; In the Matter of Virginia Public Serv- 
ice Company, Docket No. IT-5749; Zn the Matter of The Eastern 
Shore Public Service Company of Maryland, et al., Docket No. 
IT-5774. 

We are inclined to regard certain simplification in corporate rela- 
tions to which the proposed merger will conduce as being of sig- 
nificance. If the merger and consolidation is consummated it is not 
intended that the Agency shall continue to be maintained. In bring- 
ing about the elimination of the Agency, and in laying a foundation 
for dissolution of the Holding Company, we believe the proposed 
merger and consolidation will be beneficial. 


INTERVENER’S CONTENTIONS 


The Mayor of the City of Springfield, Massachusetts, appears as 
intervener on behalf of that city. The city presses the contention 
that the companies’ depreciation reserves are inadequate, that the 
merger will make effective regulations of rates more difficult, and that 
the merger will adversely affect the interests of the city if the city 
should undertake to “municipalize” the electric utility system within 
the city limits, by increasing the amount of severance damages which 
the city might have to pay. 

The depreciation reserves are attacked as inadequate both because 
of the bases upon which appropriations thereto have been made (or 
the absence of adequate bases) and because the applicant companies 
have properties in their accounts which the intervener sought to show 
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were obsolete and should heretofore have been charged off to the 
reserve. Where depreciation reserves are inadequate * in substantial 
amount, proper adjustments should:be made regardless of whethes 
merger or other proceedings are in prospect. In the instant case, all 
of the applicant companies are wholly-owned subsidiaries of the same 
holding company. The condition of the reserves is not impaired by 
the proposed merger. The interests of the security holders are not 
adversely affected, inasmuch as there are no outside stock interests 
in any of the applicant companies. Accordingly, while it may be 
advisable in certain proceedings of this nature to inquire into the 
adequacy of the depreciation reserves, under the circumstances of 
this case it would appear appropriate not to delay the proceedings 
pending a detailed study thereof. 

The contention that effective regulation of rates will be made more 
difficulty by the consummation of the proposed merger and consoli- 
dation seems to proceed from an assumption that the present account- 
ing and corporate separations among the applicants make it easier for 
any particular community to determine the reasonableness of the rates 
being charged it. There is certain merit in this contention. On the 
other hand, we are of the opinion that contracts for power and services 
between companies which are subsidiaries of the same holding com- 
pany, are of little assistance and may be a detriment in determining the 
reasonableness of rates to ultimate consumers. The reasonableness of 
the terms of such contracts, in the light of all other intercorporate re- 
lations, must be determined. It would appear that the making of 
proper cost allocations among areas served by a consolidated company 
is little, if any, more difficult than determining the reasonableness of 
the allocations necessarily implicit in contracts among companies 
dealing with each other at less than arm’s length. 

The question of weighing interests of ultimate consumers in the City 
of Springfield against those of consumers in other areas served by 
applicant companies was presented to the Massachusetts Department 
of Public Utilities in connection with its consideration of the proposed 
merger. That agency heard the evidence and contentions of the City 
of Springfield, and approved the merger upon conditions which ap- 
pear to have been intended to protect the city from any added rate- 
making difficulties which might flow from the merger. Upon the 


* After the merger the depreciation reserve of the merged company will be approximately 
21 percent of total utility plant. On the evidence before us we cannot undertake to deter- 
mine whether additional items carried in the plant account should be charged to the depre- 
ciation reserve. From the nature of the showing made by the City, it appears that the 
question is one which can most effectively be examined, in the course of the orderly admin- 
istration of the Act and of our rules and regulations thereunder, after the original cost 
and accounting reclassification studies of the applicant companies have been studied by 
the Commission’s staff. The filing of such studies was not completed until after the hear- 


ing in this proceeding, and study thereof by the Commission’s staff has not yet been 
completed. 
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record before us we cannot determine that the merged corporation will 
be too large for most effective regulation, or that consumer interests 
in the aggregate will be affected adversely. 

With respect to the severance damage question raised by the city, in 
response to an informal suggestion, the applicants have submitted a 
stipulation whereby they agree as follows: 


STIPULATION 


In event that the City of Springfield, or any public agency, shall acquire or 
undertake to acquire from the consolidated company or its successor in interest 
the electric utility facilities serving the City of Springfield, the consolidated com- 
pany or such successor in interest will not claim or be entitled to receive any 
damages on account of the severance of such property from any property other 
than the property owned by the United Hlectric Light Company at the time of the 
consolidation and such property as the consolidated company or its successor in 
interest shall own at the time of such acquisition in substitution for, or in ex- 
tension and enlargement of, any property owned by United Electric Light Com- 
pany in the territory served by it at the time of consolidation, or in any additional 
territory into which the distributing system owned and operated by it at the 
time of consolidation may thereafter be extended; provided, that there shall be 
no such severance damages with respect to any property in such additional terri- 
tory which United Electric Light Company would not have owned if there had 
been no consolidation and no such severance damages with respect to any property 
in such additional territory in any greater amount than it would have been for 
United Electric Light Company had there been no consolidation, as may be deter- 
mined by the Federal Power Commission. 


WESTERN MASSACHUSETTS ELECTRIC COMPANY. 
By Harry E. DurREN, 
President. 
TURNERS FaLts Power & ELEcTRIC COMPANY, 
By Frep C. ABERCROMBIE, ; 
President, 
Untrep Eectric Licht Company, 
By Smpney W. STEvEnNS, 
President, 
PITTSFIELD ELECTRIC COMPANY, 
By Wrwiam A. WHITTLESEY, 
President, 

Dated this 4th day of December 1942. 

The submission of this stipulation is, in our opinion, a proper and 
satisfactory means of eliminating the necessity for further considera- 
tion of intervener’s contention. Inasmuch as the stipulation is for the 
benefit of the city and one upon which the city should be able to rely 
as binding upon the companies to the merger and the resulting com- 
pany, our order will be conditioned to require the delivery to the 
city of an authenticated copy thereof, together with due corporate 
action by the resulting corporation ratifying and adopting the execu- 
tion and delivery of the stipulation. 
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For the reasons given, we are of the opinion and find that, subject 
to the conditions hereinabove referred to and to the usual conditions 
of our orders of authorization and, approval, the proposed merger 
and consolidation will be consistent with the public interest. 

An order will be entered accordingly. 

Lexanp Ops. 
Craupe L. Draper. 
Bast Man ty. 
Cuype L. Seavey. 


Order authorizing and approving merger of facilities 
Western Massachusetts Electric Company, et al. 
(IT-5755) 


Upon consideration of the application of Western Massachusetts 
Electric Company, Turners Falls Power & Electric Company, United 
Electric Light Company, and Pittsfield Electric Company, as amended, 
and the record thereon, the Commission having on this date made and 
entered its findings and opinion, which are hereby referred to and 
made a part hereof by reference; 

The Commission orders that: 

(A) The proposed disposition and merger and consolidation of 
facilities whereby Western Massachusetts Electric Company will ac- 
quire all of the assets and property of Turners Falls Power & Electric 
Company, United Electric Light Company, and Pittsfield Electric 
Company, subject to all their obligations and liabilities, is hereby 
authorized subject to the terms and conditions hereof. 

(B) The foregoing authorization is without prejudice to the 
authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuation, estimates or determina- 
tions of costs, or any other matter whatsoever which may come before 
this Commission or before such other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission 
in any estimates or determinations of costs or any valuation of 
property, claimed or asserted. 

(C) Nothing in this order contained or in the proceedings in con- 
nection with the above-entitled matter shall be construed to be a waiver 
of, or in any manner to prejudice a determination of the necessity 
for obtaining, or the propriety of requiring application for, a license 
from this Commission for the construction, operation, or maintenance 
by any of the applicant companies or the merged company of any 
project structure for which license may be required under the River 
and Harbor Acts, or the Federal Water Power Act, or by or under 
the Federal Power Act. 
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(D) After consummation of the proposed merger and consolida- 
tion, Western Massachusetts Electric Company shall deliver to the 
Mayor of the City of Springfield, Massachusetts, for and on behalf of 
the City of Springfield, a duplicate executed copy of the stipulation 
filed by the applicant in the above-entitled matter December 7, 1942, 
and dated December 4, 1942, together with a copy of a resolution or 
resolutions duly adopted at a stockholders’ meeting of said Western 
Massachusetts Electric Company, and binding upon the stockholders 
of the merged corporation, and ratifying, confirming and adopting 
the execution and filing of said stipulation, and shall file with the Com- 
mission an affidavit of the making of such delivery within six months 
from the date hereof. 

(E) This authorization shall expire unless acted upon within ninety 
(90) days after the entry of this order. 

(F) Western Massachusetts Electric Company shall report with 
reference to the subject matter hereof as required by this Commission’s 
Rules of Practice and Regulations and shall file proposed accounting 
entries within six months next following the date of the consumma- 
tion of the proposed merger and consolidation as required by the pro- 
visions of the Commission’s Uniform System of Accounts; but nothing 
contained in this order shall be construed as relieving the United 
Electric Light Company, the Turners Falls Power & Electric Com- 


pany and the Pittsfield Electric Company or any of them from any 
applicable requirements prescribed by the said Uniform System of 
Accounts. 





IN THE Marren OF 
GODFREY L. CABOT, INC., AND CABOT GAS CORPORATION 


Application for Permission to Abandon Pipeline Facilities and Discontinue 
Service 


G—406, G—407 
(Decided January 5, 1943) 
Syllabus 


1. Applicants, admittedly natural-gas companies, do not contest the juris- 
diction of the Commission under section 7 (b) of the Natural Gas Act. 
P. 358. 

2. Where granting of application might deprive certain war industries, 
numerous towns and villages, including at least several hundred homes, 
and a number of schools and public buildings, of essential services, on 
short notice, at the beginning of winter with war-time scarcities and 
limitations obtaining, it is proper that applicants be held to convincing 
proof of the specific conditions of sec. 7 (b), namely, that their avail- 
able supply of natural gas “is depleted to the extent that continuance 
of service is unwarranted” and that “present or future public conven- 
ience or necessity permit such abandonment.” P. 359. 

3. Hearings held concurrently before the Commission trial examiner and a 
Commissioner of the New York Public Service Commission, not a joint 
hearing, do not preclude independent action by each Commission. P. 359. 

4. In spite of the fact that applicants have dissipated and exploited their 
supply of natural gas to the ultimate loss, disadvantage and inconven- 
ience of the large number of its domestic consumers and the supply of 
natural gas in the local area was rapidly approaching complete exhaus- 
tion, applicants’ own estimates indicated that their supply would be ade- 
quate through June 1943, and the Commission concluded that applicants’ 
available supply of natural gas was not depleted to the extent that dis- 
continuance of service was warranted, but, on the contrary, circum- 
stances required its continuance at least throughout the current winter 
period. P. 362. 

5. It is immaterial that a contract of applicant to furnish natural gas will 
not expire until December 31, 1944 since no obligation of such a con- 
tract can defeat legitimate government authority. P. 364. 

6. Public convenience and necessity clearly entitle communities and indus- 
tries which have enjoyed natural gas service from applicants to a 
reasonable period for readjustment and substitution of other fuels 
or services,, before applicants’ service is abandoned, and war industries 
should not be cut off, on insufficient notice, in order to make the pipe 
line available for other war industries elsewhere. P. 365. 

7. There must be no discrimination, or unreasonable or unlawful preference 
to any customer by reason of any supposed contract right, or otherwise, 
pending eventual abandonment of facilities; nor should gas be de- 
livered to utilities or industries whose rights should be subordinated 
to those of older customers. P. 365. 


357 
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Charles G. Blakeslee and Fred C. Fernald for Cabot Gas Cor- 
poration. 

Fred. C, Fernald for Godfrey L. Cabot, Inc. 

Lambert McAllister for the Federal Power Commission. 

Gay H. Brown and Richard C. Llop for Public Service Commis- 
sion of New York. 

Frank M. Brewster for Office of Petroleum Coordinator. 

David C. Landis, 7. W. D. Duke and Elliott A. Horton for Pavil- 
ion Natural Gas Company. 


For New York municipalities: 


Elliott A. Horton and William J. Flynn for Mount Morris. 

R. L. Richardson, H. H. Farnsworth, Floyd L. Arnold, L. M. 
Towner and Andrew F. Haynes for Fillmore. 

Alton J. Wightman and Frank Nollett for Bath. 

George D. Newton, Mark F. Welsh and N. H. Grove for Geneseo. 

George D. Newton for Leicester. 

Paul A. Boylan for LeRoy. 

F. A. Walker for Perry. 

George D. Newton, C. W. Minard, Thomas A. Greer and ‘R. J. 
Kopler for Hume. 

C. W. Minard for Rossburg. 

Harry M. Brown for Warsaw. 

William A. Wheeler and Thomas H. Clements for Avon. 

John C. Malloch for Churchville. 

Charles B. Menzie for York. 

Denton D. Robinson for Livingston County. 


By THe Commission : 
Opinion 


Godfrey L. Cabot, Inc, a Massachusetts corporation, and Cabot 
Gas Corporation, its New York subsidiary, filed their applications 
August, 12, 1942, pursuant to section 7 (b) of the Natural Gas Act, 
for permission to abandon certain pipeline facilities and to discon- 
tinue the services rendered by means thereof to communities and 
industries in Western New York. This is the same system discussed 
in our opinion Jn the Matter of Cabot Gas Corporation, supra, p. 75, 
when sale of the facilities of the applicant in Monroe County, New 
York, to Rochester Gas and Electric Corporation was approved. In 
that case it was shown that depletion of Cabot Gas Corporation’s 
available supply of natural gas required reduction of its service obli- 
gations, and the Rochester company assumed all of those obligations 
in Monroe County as a condition of purchase. Now, however, the 
applicants seek permission and approval to abandon and remove 
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completely the 74.75-mile, 14-inch transmission line of the Cabot Gas 
Corporation, constituting practically all of its remaining facilities, 
together with discharge from all present obligations to customers to 
render service by means of such facilities. 

Specifically Cabot Gas Corporation seeks permission of this Com- 
mission in docket G—406: 

(a) to abandon the service of natural gas from its 14-inch pipeline to its 
customers in the State of New York, and 

(b) to abandon the transportation of natural gas in its said 14-inch pipe line 
for ultimate redelivery to Godfrey L. Cabot, Inc. 

And by its separate application in docket G-407, Godfrey L. Cabot, 
Inc. applies for permission : 

(a) to cease supplying natural gas to Cabot Gas Corporation, and 

(b) to cease supplying natural gas to Producers Gas Company at points in 
Angelica and Belmont, County of Allegany, State of New York, and 

(¢c) to cease supplying natural gas to certain customers of Empire Gas and 
Fuel Company in Allegany County, New York. 

Should these applications be granted certain industries, of which 
several are engaged in war production, numerous towns and villages, 
including at least several hundred homes and a number of schools 
and public buildings now heated by gas, might and probably would 
be, on short notice, deprived of essential services which the applicants 
have undertaken to render and for which the public has properly 
relied upon the Cabot companies. In such a case, at the beginning 
of winter and with war-time scarcities and limitations obtaining, it 
is proper that the applicants be held to convincing proof of the 
specific conditions of section 7 (b) of the Natural Gas Act, namely, 
that their available supply of natural gas “is depleted to the extent 
that continuance of service is wnwarranted,” and that “present or 
future public convenience or necessity permit such abandonment.” 


FORMAL PROCEEDINGS 


Concurrent hearing with Public Service Commission of New 
York.—The issues raised here by the Cabot applications are sub- 
stantially similar to those which must also be considered by the 
Public Service Commission of the State of New York before abandon- 
ment is permitted. The New York Commission by order adopted 
September 12, 1942, instituted an investigation and set a hearing 
September 25, 1942, at Rochester before Commissioner Maurice C, 
Burritt. Thereupon this Commission set its hearing upon the ap- 
plications here pending, to be conducted by its trial examiner at 
Rochester commencing September 25, 1942, concurrently with the 
hearing before Commissioner Burritt. This was not a joint hearing, 
separate records being kept, and does not preclude independent action 
by each Commission. 
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Interested participants and mumicipalities —Although no petitions 
to intervene or formal protests were filed prior to or during the course 
of the hearing, counsel for Pavilion Natural Gas Company and 
counsel or other representatives of the villages of Mount Morris, Fill- 
more, Bath, Geneseo, Leicester, LeRoy, Rossburg, Churchville, War- 
saw, Perry and Avon, of the towns of Hume, York, and Avon, and 
of the County. of Livingston, appeared and made statements or testi- 
fied with respect to matters in issue. The Office of Petroleum Co- 
ordinator was also represented. After hearing was concluded, formal 
petitions of intervention were filed by the Pavilion Natural Gas 
Company and by the Town of Hume, both of which were allowed; 
and briefs were filed by counsel for these intervenors, and by counsel 
for the Town of Mount Morris, as well as by applicants and by 
counsel for this Commission. 

Jurisdiction.—Neither of the applicants questions the jurisdiction of 
this Commission nor denies that it is a natural-gas company subject 
in all respects to the requirements of the Natural Gas Act. Godfrey 
L. Cabot, Inc., a Massachusetts corporation, is admitted to do business 
in New York and Pennsylvania. It owns facilities in Pennsylvania 
where it is a purchaser and producer of natural gas. Its principal 
transmission line connects at the New York-Pennsylvania state line 
and is integral with the 14-inch transmission line of Cabot Gas Cor- 
poration, its wholly owned subsidiary, a New York corporation. Nat- 
ural gas, produced in Pennsylvania, is transported by both applicants 
through these facilities in interstate commerce, and is sold in interstate 
commerce for resale for ultimate public consumption in New York for 
domestic, commercial, industrial, and other uses. The gas produced 
in Pennsylvania moves without interruption to various points of use 
and consumption in New York. 


DEPLETION OF NATURAL GAS SUPPLY AND PROSPECTIVE SHORTAGES 


Godfrey L. Cabot, Inc., has written contracts to supply natural gas 
to Cabot Gas Corporation which obtains gas from no other source, to 
Southern Tier Gas Company for the Village of Bath, New York, and 
to Producers Gas Company, its largest customer. The contract with 
Producers was made in 1938 and will not expire until December 31, 
1944, Sales to Southern Tier Gas Company were made under a short 
term contract which has expired and are now on a month-to-month 
basis. The original contract with Cabot Gas Corporation has also 
expired and has been extended from time to time by supplemental 
agreements. Service to this subsidiary may now be cancelled on 24 
hours’ notice under the terms of the written extension agreement now 
in effect. Large sales are also being made to North Penn Gas Com- 
pany from isolated wells in the Wharton Field 21 miles from the 
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nearest Cabot pipeline but which are connected to the Cabot system 
through intervening gas lines of North Penn. Cabot, Inc., supplies a 
few minor customers located at Wellsville, New York, near Cabot Gas 
Corporation’s 14-inch line, for the account of Empire Gas and Fuel 
Company, the gas being transported by the subsidiary and redelivered 
to Cabot, Inc., at Wellsville. 

Cabot Gas Corporation’s principal customer is Pavilion Natural 
Gas Company, which in turn distributes natural gas to some 5,200 con- 
sumers in the Geneseo-Mt. Morris area. This applicant also supplies 
about 240 low-pressure consumers in the villages of Rossburg, Hume, 
and Fillmore, where it has distribution facilities, and some 40 high- 
pressure consumers along the route of its main line. The existing 
contracts applicable to the service to these consumers are such as per- 
mit the termination thereof on 24 hours’ notice should authorization 
to abandon the facilities and services involved be granted. 

Since the sale of approximately 20 miles of 14-inch transmission 
line in Monroe County, formerly serving Rochester industries, the 
total customer demand has of course been somewhat reduced. About 
9 miles of the line immediately south of Monroe County as presently 
operated is useful only for storage of gas, and since all deliveries to 
Pavilion could as well be made through the Perry connection, 20 miles 
of this 14-inch line is now relatively useless. 

The production of natural gas from several newly discovered sources 
along the Southern New York line became highly competitive less than 
ten years ago, and the Cabot interests having carried out successful 
drilling operations in the Oriskany formations sought a large indus- 
trial market in the Rochester area." 

The evidence in the pending case shows that the applicants continue 
to put their own profits and interest ahead of those of their consumers. 
Specific proof of this is found in the reduction of storage and in con- 
tinued service to certain industries and utilities which the record in- 
dicates might properly have been curtailed or discontinued. Cabots 
have storage areas with North-Penn Gas Company and during the 
summer months of 1941 placed in storage at least. 225,000 M. c. f. avail- 
able for withdrawal to meet peak winter demand. However, Mr. 
Cabot instructed his operators to place no more in storage during the 
summer of 1942 than could be surely removed from storage during this 
current winter. -The result was that in September 1942 Godfrey L. 
Cabot, Inc., had in storage only 139,000 M. c. f. and although more was 
available, only 35,000 M. c. f. had been stored during last summer. 


2¥For a better understanding of the history and background of the Cabot companies and 
their operations leading up to the present situation, reference is made to the facts disclosed 
at the hearing in January 1942 (In the Matter of Cabot Gas Corporation, supra, p. —) as 
presented in that opinion. See also: Incorporators of Service Gas Co. vs. Public Service 
Commission (Pennsylvania Superior Court, 1937), 190 A. 653. 
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It is further shown that the Cabot management, while engaged in 
soliciting franchises from the towns through which it proposed to 
build its transmission facilities to Eastman Kodak Company, repre- 
sented to the interested communities as well as to the Public Service 
Commission of New York that the Cabot interests were in a position 
to assure adequate supplies of natural gas for domestic and industrial 
uses for an indefinite future period. There was testimony that such 
representations were made to the management of Pavilion Natural 
Gas Company and to officials of the villages of Fillmore, Hume, and 
Rossburg. One witness testified that he had talked with Godfrey 
Lowell Cabot himself and that Mr. Cabot assured him there would be 
an ample supply of gas, stating that if the supply from the local fields 
was insufficient, gas could be brought up from West Virginia where, 
it is known, the Cabot interests operate extensively. At the hearing 
numerous municipal officials and representatives made it clear that 
citizens had relied upon this service, making extensive investments 
in gas appliances, and they protested forcefully and with some in- 
dignation against a sudden withdrawal of much needed fuel, par- 
ticularly during this time of war shortages when there are unusual 
difficulties involved in obtaining the parts and service to convert 
burners to other types of fuel. A plumber with a place of business 
at Rossburg testified without contradiction that during last Septem- 
ber, the month of the hearing, he installed several gas appliances with 
the knowledge and approval of Cabot’s local agent. 

However, in spite of the fact that the Cabot interests have dissipated 
and exploited their supply of natural gas in the New York-Penn area 
to the ultimate loss, disadvantage, and inconvenience of the large 
number of its domestic consumers, and in spite of the fact that their 
representatives made to prospective consumers misleading represen- 
tations with respect to the continuation of the supply of natural gas, 
the basic and ultimate question with which we are here confronted is 
the sufficiency of the applicants’ presently available supply of natural 
gas. 

It is a clearly established fact that this supply of natural gas within 
the New York-Penn producing area is rapidly reaching a point of 
complete exhaustion. To require the applicants at this time to deliver 
gas to these consumers from their fields in West Virginia would im- 
mediately present two serious problems—first, the question of the 
availability of transportation facilities, and second, the question of 
the relative need for that gas in the area in which it is being produced. 
It is clear from the evidence that natural gas cannot be made available 
to Cabot or to Cabot’s consumers from any other source in the area 
adjacent. to the pipeline, the abandonment of which is sought herein, 
From whence then can these consumers’ demands be supplied if the 
applications herein are approved ? 
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_ Pavilion has some few gas wells and an artificial gas plant capable 
of producing a sufficient quantity of mixed gas to supply the require- 
ments of all of its customers for other than space heating, with prob- 
ably a small amount available for that purpose. If this plant were 
now in operation, the demands upon Cabot’s supply of natural gas 
would be considerably diminished. However, in spite of the fact 
that Pavilion has had ample notice of the imminent exhaustion of this 
source of natural gas, they have taken no steps toward converting their 
distribution system from natural to mixed gas. This transition will 
require about four months’ time. 

In the light of these circumstances, the conclusion appears inevi- 
table that during the current winter season Cabot Gas Corporation’s 
consumers along the pipeline in- question are and must be solely de- 
pendent upon Godfrey L. Cabot, Inc.’s supply of natural gas for cook- 
ing, heating, and other purposes. Many of them also have had notice 
of the approaching exhaustion of this supply of gas. Many of them 
have converted their equipment to other types of fuel, but many have 
not. The discontinuance of service to these consumers at this season 
of the year would obviously have quite serious and perhaps fatal re- 
sults. Under such circumstances it appears necessary to require the 
applicants to continue to supply these consumers through the current 
winter season to the very limit of their capacity to purchase or 
produce. 

Except for relatively small estimated deficiencies through next 
March, Cabot’s own estimates indicate that their supply of natural 
gas will be reasonably adequate through June 1943. However, there 
is evidence in this record that there may be some shortages during 
the present winter and doubtless the Cabot management may find it 
necessary to operate with great care and skill to avoid serious con- 
sequences during possible periods of extreme winter demand. They 
may be faced with the necessity of borrowing’ gas, and of curtailing 
some of their customers. These, however, are not exceptional or insur- 
mountable difficulties. 

It is therefore concluded that Godfrey L. Cabot, Inc.’s available 
supply of natural gas is not depleted to the extent that discontinuance 
of service is. warranted, but that on the contrary the circumstances 
require the continuance of such service at least throughout the current 
winter period. Too much emphasis, however, cannot be placed upon 
the fact that the complete exhaustion of this supply of natural gas is 
rapidly approaching and that unless prompt and immediate steps 
are taken by all concerned there will come a time in the not far dis- 
tant future when natural gas will no longer be available from this 
source. 
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PUBLIC CONVENIENCE AND NECESSITY 


Although the issue of preference and discrimination was not con- 
sidered in these proceedings, and neither Producers Gas Company 
nor the other companies purchasing gas for resale were parties, it is 
proper and pertinent to the actual issues to make clear that the Nat- 
ural Gas Act forbids preference or discrimination between customers, 
in the following terms: 


Section 4 (b). No natural-gas company shall, with respect to any transpor- 
tation or sale of natural gas * * * (1) make or grant any undue preference 
or advantage to any person or subject any person to undue prejudice or disad- 
vantage, or (2) maintain any unreasonable difference in * * * service, 
facilities, or in any other respect, either as between localities or as between 


classes of service. 

The record of these proceedings reasonably justifies the inference 
that Godfrey L. Cabot, Inc., intends to continue undiminished its 
service to Producers Gas Company through its 8-inch Sanford con- 
nection, if permitted to discontinue the service through the Cabot Gas 
Corporation’s 14-inch line at Angelica.. Although formally notified of 
these proceedings by registered mail, Producers did not protest or 
intervene. The contract of Godfrey L. Cabot, Inc., to supply Produc- 
ers, made in 1938, will not expire until December 31, 1944. 

It is immaterial that the contract between Godfrey L. Cabot, Inc., 
and Producers Gas Company was an undertaking to furnish gas from 
November 17, 1938, to December 31, 1944, and that there is no other 
similar contract with other customers of either Cabot, Inc., or Cabot 
Gas Corporation. It is fundamental as recognized by the United 


States Supreme Court in Louisville & N. R. Co. v. Mottley, 219 U.S. 
467, at 482, that: 


Contracts must be understood as made in reference to the possible exercise 
of the rightful authority of the government, and no obligation of a contract can 
extend to the defeat of legitimate government authority. 


The prohibitions against discrimination and preference contained 
in the Natural Gas Act itself merely emphasize and reiterate a prin- 
ciple approved by regulatory commissions and the courts, as well 
expressed in United Fuel Gas Company v. R. R. Commission, 278 
U. S. 300, at 309: 2 


The primary duty of a public utility is to serve on reasonable terms all those 
who desire the service it renders. This duty does not permit it to pick and 
choose and to serve only those portions of the territory which it finds most 


profitable, leaving the remainder to get along without the service which it alone 
is in a position to give. 


2To the same effect see Salisbury ¢ 8S. Ry. Co. v. Southern Power Company, 101 8. B. 
593; In Re Great Western Power Company, P. U. R. 1917F, 569, 581; North Carolina 
Public Service Company vy. Southern Pacific Company, 282 F. 887, 844 (cert. den., 263 U. 8. 
508); Industrial Gas Company v. Public Utilities Commission, 21 N. E. (2d) 166; 
Mississippi River Fuel Corporation v. Federal Power Commission, 121 F. (2d) 159, 163. 
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There are several industries engaged in war production that are 
dependent upon the Cabot service. It is necessary that service to 
these industries be continued without interruption. Two of the more 
important of these, Lapp Insulator Company and Union Steel Chest 
Corporation, are customers of Pavilion, where substitution of other 
sources of natural gas supply may be difficult, if not impossible. 
The Lapp Company is making special porcelains and steatite for 
the Army Signal Corps and the Navy and gas free from sulphur 
is essential to successful production. 

We have given consideration to the present urgent need for all 
available steel pipe, particularly of the larger diameters, for relo- 
cation to serve war industries. At the hearing a representative was 
present from the Office of Petroleum Coordinator, Department of 
the Interior. This representative testified that other localities have 
present urgent need for the pipeline which by reason of its large 
capacity is “less than 2 percent efficient” now. As the official repre- 
sentative of the Coordinator, this witness made it clear that he did 
not propose removal of the pipe without first providing for the con- 
tinuance of service to those dependent upon it. He stated that the 
75-mile line can probably be removed in about a month’s time when 
it becomes available. 

Considerations of public convenience and necessity clearly entitle 
those communities and industries which have enjoyed service from 
Cabot Gas Corporation to a reasonable period for readjustment, en- 
abling them in an orderly way to substitute other fuels or other 
services. The industries engaged in war production, now attached 
to the Cabot system, should not be cut off on insufficient notice in 
order to make the Cabot pipeline available for other war industries 
elsewhere, Meanwhile, there must be no discrimination, or unrea- 
sonable or unlawful preference to any customer by reason of any 
supposed right presumed to arise out of contract or otherwise; nor 
should gas be delivered to utilities or industries whose rights should 
be subordinated to those of older customers, The stern limitation 
faced by all is actual inability to continue service when the gas is 
gone. The approximate date of this finality cannot be accurately 
predicted from the evidence in this case; but it seems quite near ati 
hand. 


FINDINGS AND CONCLUSIONS 


It is clear and unquestioned that both Godfrey L. Cabot, Inc., the 
Massachusetts corporation, parent company and producer, and Cabot 
Gas Corporation, a New York corporation, its wholly owned sub- 
sidiary, providing the transmission facilities in New York, are natural- 
gas companies within the purview of the Natural Gas Act. Each of 
said companies is engaged in the transportation of natural gas in 
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interstate commerce and the sale in interstate commerce of such gas 
for resale for ultimate public consumption for domestic, commercial, 
industrial and other uses, and we so find. All of the facilities of said 
companies described or referred to in the pending applications for 
abandonment, as well as every service rendered by either applicant by 
means of such facilities, are found to be subject to the jurisdiction of 
this Commission. 

To justify an order permitting and approving the abandonment of 
these facilities and the service rendered by means thereof, we must first 
find in the language of the Natoral Gas Act “that the available supply 
of natural gas is depleted to the extent, that the contirtuance of service 
is unwarranted, or that the present or future public convenience or 
necessity permit such abandonment.” We are unable to make either of 
these findings. On the contrary, upon the evidence submitted by the 
applicants, we find that reasonably adequate supplies of natural gas 
are controlled or can be made available by the applicants to enable them 
to discharge their obligation to render service to all those entitled to 
receive it at least during the next several months. 

We further find that the companies, communities and individuals, 
who have entered into contract with the applicants to purchase nat- 
ural gas, have not had sufficient notice of the alleged depletion of avail- 
able supplies of natural gas and the prospective inability of the 
applicants to continue the service which they have held themselves 
out to the public as prepared and willing to render. We therefore con- 
clude that, at this time, present or future public convenience or ne- 
cessity does not permit the abandonment by the applicants or either of 
them of their facilities or service. 

Orders will be entered in accordance with this opinion. 


LeLanp O ps. 
Criaupe L. Draper. 
Bastt Manty. 
Joun W. Scorr. 


Order denying permission to abandon pipeline facilities 
Cabot Gas Corporation 
(G-406) 


Upon consideration of the application filed August 12, 1942, by Cabot 
Gas Corporation pursuant to section 7 (b) of the Natural Gas Act, the 
evidence of record, the briefs filed herein, and having on this date 
made and entered its opinion in this matter, which opinion and findings 
are hereby incorporated by reference and made a part hereof; 
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The Commission orders that: 

The said application of Cabot Gas Corporation for permission (a) 
to abandon the service of natural gas from its 14-inch pipeline to its 
customers in the State of New York, and (b) to abandon the trans- 
portation of natural gas in its said 14-inch pipeline for ultimate re- 
delivery to Godfrey L. Cabot, Inc., be and the same is hereby denied. 


Order denying permission to abandon pipeline facilities 
Godfrey L. Cabot, Inc. 
(G-407) 


Upon consideration of the application filed August 12, 1942, by God- 
frey L. Cabot, Inc., pursuant to section 7 (b) of the Natural Gas Act, 
the evidence of record, the briefs filed herein, and having on this date 
made and entered its opinion in this matter, which opinion and find- 
ings are hereby incorporated by reference and made a part hereof; 

The Commission orders that: 

The said application of Godfrey L. Cabot, Inc., for permission (a) 
to cease supplying natural gas to Cabot Gas Corporation, and (b) to 
cease supplying natural gas to Producers Gas Company at points in 
Angelica and Belmont, County of Allegany, State of New York, and 
(c) to cease supplying natural gas to certain customers of Empire 
Gas and Fuel Company in Allegany County, New York, be and the 
same is hereby denied. 


582231—44—-vol. 324 





IN THE MATTER OF 
THE CALIFORNIA OREGON POWER COMPANY 


Reclassification of Electric Plant Accounts of a Public Utility 
IT-5714 
(Decided February 3, 1943) 
Syllabus 


. Excess of acquisition cost over original cost of operating units or systems 
purchased, representing payments for nuisance value, going value, fran- 
chise value, monopoly value and other similar intangibles, should not 
be allowed to remain indefinitely in Account 100.5 of the plant accounts 
of a “public utility” but should be properly amortized. P. 370. 

. In practice, tangible plant assets are generally depreciated, whereas in- 
tangible assets are amortized. Accordingly, amounts in Account 100.5, 
electric plant acquisition adjustments, should either be charged off 
immediately or spread over a reasonable period of time, if proper public 
utility accounting practices are to prevail. Cf. St. Croig Cases, 3 F. P. C. 
13 and In the Matter of Pacific Power & Light Company, 3 F. P. C. 329. 
P. 370. 

. Items representing the excess of acquisition cost of intangibles over orig- 
inal cost ordered disposed of by equal annual charges over a period of 
10 years, commencing with 1942, to Account 537, miscellaneous amortiza- 
tion. P. 372. 

. Profits on engineering and legal fees paid to an affiliated engineering and 
management company under common control, and interest on such profits 
(established in Account 100.1, electric plant in service), held not to be 
a proper part of cost of electric plant, but to represent write-ups or 
inflation properly includible in Account 107, electric plant adjustments. 
P. 373. 

. The Commission approved, as in accord with correct principles of ac- 
counting, a plan of disposition of items in Account 107, depending, in part, 
upon the creation of a capital surplus through a capital contribution by 
an affiliated company and an immediate charge thereto (Account 271), 
except for an item representing excess of acquisition cost over original 
cost of a water system to be charged to water plant Account 108.5. 
P. 375. 

. No plan of disposition of the remaining amount in Account 107 having 
been proposed by the “public utility,” it was ordered disposed of by a 
charge to the capital surplus ‘to be created as stated, if created by May 
15, 1948, otherwise to Account 271, earned surplus. P. 375. 


Helmer Hansen and James 8. Moore for California Oregon Power 
Company. 
George Slaff and Robert L. Russell for Federal Power Commission. 
Alwin A. Kurtz for Public Utilities Commissioner of Oregon. 
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THE CALIFORNIA OREGON POWER COMPANY 


By THe CoMMISSION : 


Opinion 


This proceeding arises under the Federal Power Act and relates 
to accounting entries which should be made by The California Oregon 
Power Company (hereinafter sometimes referred to as “COPCO”) 
pursuant to our Uniform System of Accounts prescribed for public 
utilities and licensees. 


HISTORY OF THE PROCEEDINGS 


The pertinent facts are as follows: 

On December 29, 1939, COPCO submitted its proposed reclassifica- 
tion of accounts and original cost studies to this Commission pursuant 
to the requirements of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts. By reason of certain 
deficiencies in that study, COPCO was requested to and did submit a 
revised study on March 21, 1941. 

Thereafter a field examination was made jointly of COPCO’s studies 
by the staffs of this Commission, the Railroad Commission of the State 
of California and the Public Utilities Commissioner of Oregon, who 
prepared a joint report entitled, “The California Oregon Power Com- 
pany, Medford, Oregon, Report on the Reclassification and Original 
Cost Studies of Electric Plant as of January 1, 1937.” 

On June 14, 1941, this joint report was transmitted to COPCO 
with the request that the adjustments indicated in the report be-made 
and that plans be submitted for the disposition of the amounts estab- 
lished by the staffs in Account 100.5, electric plant acquisition adjust- 
ments, and Account 107, electric plant adjustments. 

COPCO having failed to comply, we adopted an order on July 15, 
1941, requiring it to show cause at a public hearing why it should not 
make the accounting adjustments proposed. in the report and dispose 
of the amounts established in Accounts 100.5 and 107. We set the 
hearing for August 11, 1941, but it was not held until February 26, 
1942, by reason of numerous postponements granted by the Commis- 
sion at the request of COPCO. Hearings were held in San Francisco, 
California, from February 26 to March 4, 1942. 


2 Electric plant accounts instruction 2—D provides, p. 35: 

“D. Not later than 2 years after the effective date of this system of accounts, each 
utility shall have completed the studies necessary for classifying its electric plant as of 
the effective date of this system of accounts in accordance with the accounts prescribed 
herein and it shall submit to the Commission the entries it proposes to make to carry out 
the provisions of this instruction. It shall submit also a comparative balance sheet show- 
ing the accounts and amounts appearing in its books as of the effective date of this system 
of accounts and the accounts and respective amounts as of the same date after the pro- 
posed entries shall have been made.” 





370 FEDERAL POWER COMMISSION 


The Public Utilities Commissioner of Oregon .participated in the 
proceedings. 
THE ISSUES 


The issues may be stated as follows: 

1. Whether the amount of $828,684.97, established in Account 
100.5, electric plant acquisition adjustments, should be amortized 
or permitted to remain indefinitely in that. Account. 

2. Whether an amount of $636,327.23,? classified by COPCO in 
Account 100.1, electric plant in service, is properly classifiable in 
Account 107, electric plant adjustments. 

8. The disposition of the amounts properly classifiable in 
Account 107, 


JURISDICTION 


COPCO does not contest the jurisdiction of the Commission as to 
its status as a “public utility” within the meaning of the Federal 
Power Act. The evidence clearly establishes that the company owns 
and operates facilities both for the transmission of electric energy in 
interstate commerce and for the sale at wholesale of electric energy 
in interstate commerce, and, therefore, is subject to our jurisdiction. 


DISPOSITION OF AMOUNTS ESTABLISHED IN ACCOUNT 100.5, ELECTRIC PLANT 
ACQUISITION ADJUSTMENTS 


In its revised original cost study COPCO established the amount 
of $828,684.97 in Account 100.5, electric plant acquisition adjustments. 
There is no dispute as to the origin or classification. of this amount. 
It represents the excess of acquisition cost over original cost of operat- 
ing units or systems purchased. The issue is whether such amount 
should be properly amortized or permitted to remain indefinitely in 
Account 100.5. 

This problem was before us very recently in the St. Croix Cases,‘ 
and again Jn the Matter of Pacific Power & Light Company.’ In the 
case before us we adhere to the conclusions therein reached that: 


Except for fictitious or paper increments, which should be ‘charged ‘off at 
once (American Telephone and Telegraph Company v. United States, 299 U. 8. 
232, 240), provision in advance of retirement should be made. In fact, such 
provision is mandatory under our, and most, if not all, systems of accounts. 


*This amount appears in the joint report as $675,856.46. It was revised during the 
course of the hearing to the present figure. : 

* Account 100.5 provides that the amounts recorded therein with respect to each prop- 
erty acquisition “shall be depreciated, amortized, or otherwise disposed of, as the Com- 
mission may approve, or direct.” 

* Supra, pp. 13, 148. 

5 Supra, p. 329. 
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In practice, tangible’ plant assets are generally depreciated, whereas intangible 
assets are amortized. Accordingly, amounts in Account 100.5 should either be 
charged off immediately or spread over a reasonable period of time, if proper 
public utility accounting practices are to prevail. 

COPCO urges that the amount should be permitted to remain in- 
definitely in Account 100.5 since it is “part of the actual investment 
prudently and necessarily made in the development of its present 
system” and that such investment “was made to bring to the systems, 
the investors therein and to customers in the area served, the benefits 
of integrated and interconnected electric utility service and more. 
efficient utilization of property constructed and acquired.” 

In support of its contention COPCO offered the testimony of one 
witness, a Mr. Bash, the chief clerk of its Accounting Department. 
Bash’s claim that the excess of acquisition cost over original cost rep- 
resented payments for “water rights,” “flood rights,” “organization ex- 
penses,” “development costs” and a balancing figure called “unclas- 
sified balance” is based upon an analysis of a rate order entered by 
the Oregon Commission on July 16, 1917, some six or seven years 
after the acquisitions had been made. It should first be observed 
that the claim that the excess represents payments for “water rights,” 
etc., appears to be inconsistent with COPCO’s contention that it is 
“part of the actual investment prudently and necessarily made in the 
development of its present system” and that such investment “was 
made to bring to the systems, the investors therein and to customers 
in the area served, the benefits of integrated and interconnected elec- 
tric utility service and more efficient utilization of property con- 
structed and acquired.” Secondly, aside from this inconsistency, an 
examination of Bash’s testimony indicates that his claims are without 
substance. Thus, the record shows that COPCO has failed to sus- 
tain the burden which is upon it. 

We need not rest our decision, however, upon COPCO’s failure to 
meet the burden of proof. There is affirmative testimony in the 
record by the staffs of the commissions which clearly indicates the 
excess of acquisition cost over original cost represented payments for 
nuisance value, going value, franchise value, monopoly value and 
other similar intangibles. Such evidence consists of letters and re- 


*The witness candidly admitted under cross-examination that he had no knowledge of 
how the figures he had taken from the Oregon rate order had been made up. For example, 
he testified under cross-examination : 

Q. Now, with respect to the item of development costs, you show $258,802.80 in connec- 
tion with the acquisition from the Ray interests. Do you know how that was made up? 

A. No, I don’t know how it is made up. I just took that figure out of Order 211. 

Q. What about the corresponding figure for development cost shown as applicable to the 
acquisition from the Moore interests, of $7,531? 

A. Same is true of that figure; taken right out of the order. (Tr. 573.) 
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ports from COPCO’s files which were written at or about the time 
of the purchases to which they relate.’ 

It is not necessary to theorize as to the specific type of intangible 
which this excess represents. The intangibles represented by the 
excess all have a tendency to merge one into the other and can prin- 
cipally be explained in terms of potential earning power.* They 
represent basically a capitalization of that factor. It is because of 
this single dominant element common to such intangibles that sound 
accounting dictates their rapid elimination. 

These intangibles can neither be seen nor touched and are rarely 
understood. Cf. Mr. Justice Black dissenting, in McCart v. Indian- 
apolis Water Company, 302 U. S. 419, 486 (1938). It is of impor- 
tance that “such phantom concepts of property” (ibid) should not 
have a permanent resting place in the plant accounts of public 
utilities. Their ephemeral nature requires that although they may be 
properly established in the plant accounts at the outset they should 
then be removed quickly therefrom. All expert accounting wit- 
nesses in this proceeding, including those for COPCO, are in agree- 
ment that rapid amortization of the cost of intangibles is sound and 
prudent accounting. 

We come then to the period of amortization. It is the position 
of the staffs that the amount of $828,684.97 should be disposed of by 
equal annual charges over a period of ten years, commencing with the 
year 1942, to Account 537, miscellaneous amortization. Though a 
shorter amortization period could be justified by reason of the fact 
that some of this excess has been in COPCO’s plant account for 
some thirty years, we find that an amortization period for ten years, 
beginning with 1942, is not unreasonable. We also find that the 
charges should be made to Account 537. 


*¥For example, in connection with the acquisition by Siskiyou Electric Power & Light 
Company, a predecessor of COPCO, of the stock of Rouge River Electric Company, the 
vice president of COPCO wrote to its president on May 11, 1923, two months before the 
purchase : 

“T am very anxious indeed that both you and Mr. Grant, as well as any other members 
of the Board who desire to do so, make a personal inspection of the Roseburg properties 
(Douglas County Light & Water Company), because if we make the purchase of the prop- 
erties I feel satisfied that we will be forced to pay an amount considérably in excess of the 
present day physical value of the system itself—in other words, the whole question as to 
whether or not we should purchase these properties will hinge upon the value that we wish 
to place upon intangibles, including the value of the strategic position, and the possibilities 
of the territory, etc. * * * (Italics supplied.) 

A few days later this same vice president again wrote to the president of COPCO: 

“* * * ‘There will necessarily be a considerable differential in value between the 
physical value of the properties and the purchase price. Thie difference represents the 
intangible value of the property.” (Italics supplied.) 

8 Pacific Power & Light Company, supra, pp. 329, 337. 
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THE PROPER CLASSIFICATION OF $636,237.23 INTER-COMPANY PROFITS 


In its revised original cost studies, COPCO voluntarily classified 
an amount of $3,350,800.20 in Account 107. There is no dispute as 
to this amount. The only issue relating to the classification of 
amounts in Account 107 revolves about an amount of $636,237.23 ° 
which COPCO established in Account 100.1, electric plant in service. 
The staffs contend this amount is properly classifiable in Account 
107 as a write-up since it represents profits on engineering and legal 
fees paid by COPCO to Byllesby Engineering & Management Cer- 
poration, an affiliated company, and interest during construction on 
such profits. It is admitted by COPCO that during the period in 
question, February 1, 1926, to December 31, 1935, it and Byllesby were 
under common control of Standard Gas & Electric Company and that 
during this period Byllesby made a profit from the fees and eharges 
paid by COPCO. 

In the St. Croix cases, supra, the Commission considered precisely 
the same question as is presented here, that is, whether profits realized 
by an affiliated service company are a proper part of the cost of 
electric plant of the accounting utility. We held there that such 
profits are not a proper part of the cost of electric plant, but instead 
represent write-ups or inflation properly includible in Account 107. 
The profits involved here also arise out of an agreement between the 
affiliated companies not entered into at arm’s length where both 
companies are under the common control of still another company. 

It is contended by COPCO that this amount of $636,237.23 is ex- 
cessive by $94,869.23, representing additional costs of services ren- 
dered to or for COPCO by Byllesby. The record, however, shows 
that this balance includes items which are not applicable to COPCO’s 
construction; items which duplicated allowances already made; items 
of Federal income taxes computed on the profits; and losses on proj- 
ects not included in COPCO’s fixed capital accounts, none of which, 
in our opinion, or in the opinion of COPCO’s witness, Hamilton, 
are proper items of cost of rendering service for or on behalf of 
COPCO. 

No evidence has been offered which refutes the staffs’ position that no 
part of the $636,237.23 represents actual cost of serving COPCO. As 
a substitute for evidence of actual cost, COPCO relies upon a ratio 
developed by applying “net income from all sources” to “revenue from 
all sources” for each year in question. This ratio was then applied to 


®In the joint report this figure is shown as $675,856.46. It was revised at the hearing 
by the Commission’s staff. The difference of $39,619.23 represents additional engineering 
costs applicable to “Special Construction Contracts” and interest during construction on 
such additional engineering costs. 
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the service charges assessed COPCO by Byllesby for each year in an 
effort to determine the over-all profit on the fees collected by Byllesby 
under the “Engineering Contract.” In another chse before us, involv- 
ing the same service company, a similar method was used in an attempt 
to determine the cost of rendering service to an affiliate. We rejected 
such method there for the reason that it did not enable the Commis- 
sion to determine with reasonable certainty the cost of the services 
within the meaning and intent of the Act, and we reject that method 
here for the same reason.” 

We find, therefore, that the amount of $636,237.23 should be trans- 
ferred from Account 100.1, electric plant in service, to Account 107, 
electric plant adjustments, as a write-up. 


DISPOSITION OF AMOUNTS ESTABLISHED IN ACCOUNT 107, ELECTRIC PLANT 
ADJUSTMENTS 


We have determined that the amount of $636,237.23 is properly clas- 
sifiable in Account 107 as a write-up of electric plant. COPCO in its 
revised original cost studies, as we have already indicated, classified an 
additional amount of $3,350,800.20 in Account 107. There is, therefore, 
before us for disposition, an amount of $3,987,037.43 classifiable in 
Account 107.7 

There is complete accord between the staffs and COPCO as to the 
disposition of $713,275.19 thereof. It is proposed to dispose of such 
sum as follows: 


To Account 111, investment in associated companies______- $885. 81 
To Account 125.2, accounts receivable—other (37, 427. 25) 
To Account 142, preliminary survey and investigation charges 257, 547. 59 
To Account 150, discount on capital stock 
To Account 151, capital stock expense 
To Account 250, reserve for depreciation of electric plant_-- 
To Account 251, reserve for amortization of limited-term 

electric investments_.._______-___--_.__- a He oa (112, 332. 60) 
To Account 265, contributions in aid of construction 


713, 275. 19 


We find that the proposed disposition of the $713,275.19 is in accord 
with correct principles of accounting and we, therefore, order the 
foregoing disposition to be made of such amount. 

With respect to an amount of $2,637,525.01, established in Account 
107, COPCO has proposed a plan of disposition with which the staffs 
are in accord. This plan, which is dependent, in part, upon the crea- 


© In the Matter of Louisville Hydro-Electric Company, 1 F, P. C. 130, 144. 

4 Account 107 provides, in part : 

“B, The amounts included in this account * * * shall be disposed of as the Com- 
mission may approve or direct.” 
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tion of a capital surplus through a capital contribution of Standard 
Gas and Electric Company, provides for the disposition of $1,817, 
717.65 by an immediate charge to the capital surplus which is to be 
created, $779,743.34 by an immediate charge to Account 271, earned 
surplus, and $40,064.02 thereof by a charge to water plant Account 
108.5, said latter sum representing the excess of acquisition cost over 
original cost of Dunsmuir Water System acquired by COPCO. 

We find that the proposed disposition of the $2,637,525.01 is in 
accord with correct principles of accounting and we, therefore, order 
the foregoing disposition to be made of such amount. 

The remaining amount in Account 107 of $636,237.23, for which 
COPCO has proposed no plan of disposition, should be removed from 
the accounts. It should be disposed of by a charge to the capital sur- 
plus to be created, previously referred to, increasing such amount to 
$2,453,954.88, if such surplus is created by May 15, 1943; otherwise, it 
should be charged to Account 271, earned surplus. 

An order in accordance herewith will be entered. 

Letanp O tps. 
Ciauve L. Draper. 
Basti MANty. 
Joun W. Scorr. 
Cryve L. Seavey. 


Order directing accounting entries and disposition of amounts in 
Account 1004, electric plant acquisition adjustments, and Account 
107, electric plant adjustments 


The California Oregon Power Company 
(IT-5714) 


Upon consideration of the previous orders in this proceeding, the 
evidence adduced of record, the briefs and other documents filed, and 
having on this date made and entered its opinion in this matter, which 
is incorporated by reference as a part hereof; 

The Commission orders that: 

(A) The California Oregon Power Company 

(i) Dispose of an amount of $828,684.97, representing the excess 
of acquisition cost over original cost, established in Account 100.5, 
electric plant acquisition adjustments, by charging such amount to 
Account 537, miscellaneous amortization, in ten equal annual charges, 
commencing with the calendar year 1942; 

(ii) Transfer an amount of $636,237.23, representing inter-com- 
pany profits, from Account 100.1, electric plant in service, to Account 
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107, electric plant adjustments, bringing the total of the latter account 
to $3,987,037.43 ; 
(iii) Dispose of an amount of $713,275.19, established in Account 
107, electric plant adjustments, as follows: 
To Account 111, investments in associated companies 
To Account 125.2, accounts receivable—other. 


To Account 142, preliminary survey and investigation 
charges 
To Account 150, discount on capital stock 
To Account 151, capital stock expense 
To Account 250, reserve for depreciation of electric plant___— 
To Account 251, reserve for amortization of limited-term 
electric investments (112, 332. 60) 
To Account 265, contributions in aid of construction (22, 667. 42) 


713, 275. 19 

(iv) Dispose of an amount of $40,064.02, established in Account 107, 
electric plant adjustments, by charging water plant Account 108.5; 

(v) Dispose of an amount of $779,743.34, established in Account 
107, electric plant adjustments, by charging such amount to Account 
271, earned surplus; 

(vi) Dispose of an amount of $1,817,717.65, established in Account 
107, electric plant adjustments, by charging such amount to Account 
270, capital surplus; 

(vii) Dispose of an amount of $636,237.23, established in Account 
107, electric plant adjustments, by charging Account 270, capital sur- 
plus, provided, however, that such amount shall be charged to Account 
271, earned surplus, if the capital surplus is not created by May 15, 
1943 ; 

(viii) File with the Commission within 120 days from the date of 
service of this order, certified copies of the entries required by para- 
graphs (i) to (vii), inclusive, and on or before March 15 of each year 
thereafter the entries required by paragraph (i) until the entire 
amount in Account 100.5 has been disposed of. 

(B) The provisions of this order are not to be construed as dis- 
pensing with the necessity of full compliance with the requirements 
of the Public Utility Holding Company Act of 1935, and the rules, 


regulations, and orders issued by the Securities and Exchange Com-. 
mission. 





IN THE MATTER OF 
NORTHERN NATURAL GAS COMPANY 


Memorandum Opinion Re Cooperative Procedure on Proposal to Effect 
Reductions in Wholesale Rates of Natural-Gas Company. 


(Decided February 4, 1943) 
Syllabus 


1. The established basis of determination by Commission of reasonableness of 
rates for electricity and natural gas is a reasonable return upon the ori- 
ginal cost of the property, less the depreciation and depletion therein, 
plus an allowance for working capital. P. 378. 

2. The Commission accepted 6% percent as a reasonable rate of return to a 
natural-gas company engaged in transmission and sale at wholesale of 
natural gas in interstate commerce. P. 379. 

3. The ultimate purpose of the Commission’s rate regulatory activities is 
the assurance of reasonable rates for ultimate consumers. P. 380. 

4. Following advice by a natural-gas company of its plans for a voluntary 
general reduction in rates, consideration of a proposed Commission order 
for investigation of company’s rates was set aside in order to afford an 
opportunity to reach an informal agreement regarding the amount of 
reduction that would be reasonable, and after agreement by the company 
that the computation of excessive returns (and consequently the amount 
of reduction to be effected) would be in conformity with the regulatory 
principles established by the Commission, followed by cooperative con- 
ferences and consideration, the company agreed to reduce its rates in 
accordance with recommendations made in studies of Commission’s 
staff, thus saving the considerable expense of a formal investigation and 
hearings. P. 382. 


By THe ComMMISSION : 
Memoranpum Opinion 


As a result of conferences between representatives of the Commission 
and Northern Natural Gas Company,' and after an analysis of perti- 
nent data submitted by the latter for study in connection with its pro- 
posal to reduce rates, the Company filed with the Commission on Febru- 
ary 1, 1943, a proposal to effect a reduction of its rates in the sum of 
$2,087,000 annually. The Commission has today accepted these rates 
for filing and by the attached order makes them applicable to all de- 
liveries during and after the regular February 1943 billing month. 


1 Hereinafter sometimes referred to as Northern or Company. 
: 377 
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This reduction follows by less than one year a smaller reduction in rates 
which was filed voluntarily by the Company. 

The basis upon which this reduction in rates was made and the 
manner in which it was achieved are matters of public interest. This 
memorandum opinion is issued for the purpose of making these mat- 
ters a public record. 


THE NORTHERN NATURAL SYSTEM 


The Northern Natural Gas Company owns and operates a natural 
gas pipe line system extending 800 miles from the gas fields in south- 
western Kansas and the Texas Panhandle through the states of Okla- 
homa, Kansas, Nebraska, Iowa, South Dakota, and Minnesota. Nat- 
ural gas is purchased and produced in the states of Texas and Kansas 
and is transmitted through Northern’s own pipe lines to distributing 
companies in Nebraska, Iowa, South Dakota, and Minnesota. 

Northern sells natural gas to 30 distributors serving 390,000 ulti- 
mate consumers in 180 communities, including Minneapolis, Des 
Moines, Sioux City, Fort Dodge, Lincoln, and Omaha. 


BASIS FOR REDUCTION 


Recent decisions and opinions of this Commission disposing of 
formal rate cases before it have definitely established the principles 
which this Commission considers sound and appropriate for the de- 
termination of the reasonableness of rates for electricity and natural 
gas. These principles may be summarized as a reasonable return 
upon the original cost of the property less the depreciation and de- 
pletion therein plus an allowance for working capital. The reduc- 
tion in rates made effective by the attached order will reduce the 
earnings of Northern in conformity with these principles. 

Rate base—As of December 31, 1941, Northern reported a plant 
balance per books of $52,068,740. This balance included $1,213,283 
of reported intangibles which is eliminated to arrive at the gross cost 
of property. The remaining amount, $50,855,457, represents sub- 
stantially the original cost of the Company’s property. 

As of the same date, Northern reported $11,625,392 as its com- 
bined depreciation and depletion reserve. The amount of these re- 
serves is considered to bear a proper relationship to the annual charge 
to the reserve for the year 1941, to the past depreciation and deple- 
tion policy of the Company, and to the average age of the property. 
This amount deducted from the $50,855,457 of gross plant leaves a 
balance representing net plant of $39,230,065. To this amount there 


2 In the Matter of Canadian River Gas Co. et al., supra, p. 32; In the Matter of Panhandle 
Eastern Pipe Line Co. et al., supra, p. 273. 
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is added $570,000 as a reasonable allowance for working capital. The 
resulting total of $39,800,065 is the rate base used by the Commission 
in measuring the reasonableness of Nerthern’s rates. 

Revenues, expenses and excess earnings.—For the year 1941, North- 
ern reported operating revenues of $12,427,388. For the same year 
it reported deductions from revenues totaling $8,832,963, leaving a 
net operating income of $3,594,425, 

Application of a 6% percent rate of return to the determined rate 
base of $39,800,065 results in the amount of $2,587,004 which is all 
the net income required by the Company for it to earn a reasonable 
return upon the above rate base. The reported net income of $3,- 
594,425 exceeds this amount by $1,007,421. 

Two adjustments in the Company’s revenue deductions increase 
the amount which will be available for reduction in rates. These 
adjustments affect: (1) the amount allowed for amortization expense 
and (2) the amount allowed for Federal normal income and excess 
profits taxes. ; 

In 1941, Northern reported $165,800 as a deduction from revenue 
for “Amortization of other limited-term gas investment.” A review 
of the nature of this investment and the amount remaining to be 
amortized indicates that $50,000 is a reasonable allowance for this 
item at this time. This adjustment adds $115,800 to the previously 
indicated excessive return of $1,007,421, making a total of $1,123,221. 

For the year 1941, the Company charged $2,288,700 against revenues 
for Federal normal income and excess profits taxes. Out of this 
total; approximately $1,700,000 represented normal income taxes and 
approximately $580,000 excess profits taxes. A reduction in revenues 
of $1,123,221, the amount determined above as exceeding a reasonable 
return, would completely eliminate any liability for excess profits 
taxes and would materially reduce the amount required for normal 
income taxes. It has been estimated that the total income tax re- 
quirement would be reduced by $1,340,341. This amount added to 
the $1,123,221 results in a total of $2,463,562 as the amount available 
annually for a reduction in rates for the entire company operations. 

Distribution of reduction—The rates. filed by the company on 
February 1, 1943, represent reductions of approximately $1,900,000 
in rates for gas sold to distributors for resale. These reductions, in 
combination with the previous reductions effective in 1942, result in 
a total reduction of $2,100,000 in the annual charges for gas sold by 
Northern for resale to ultimate consumers. 

The company’s February 1, 1943, rate revision also includes a re- 
duction of approximately $187,000 in rates for direct sales not sub- 
ject to our jurisdiction. Thus, the combined effect of this reduction 
with the $2,100,000 reduction in rates for gas sold for resale results 
in a total reduction of $2,287,000 annually for all classes of service. 
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BENEFITS TO RETAIL CONSUMERS 


The Commission is mindful of the fact that the ultimate purpose 
of its rate regulatory activities is the assurance of reasonable rates 
for ultimate consumers. This purpose has been recognized by the 
courts, particularly the U. S. Circuit Court of Appeals for the 7th 
Circuit in connection with the Commission’s order involving the 
Natural Gas Pipeline Company of America and Texoma Natural 
Gas Company. In its “Memorandum on Methods of Making Re- 
funds to Customers of the Peoples Gas Light and Coke Company” ® 
the court said in part (p. 265) : 


Associated with this problem of costs, one utility serving Nebraska City 
asks that the refund go to it and not to its customers. That it and others 
may know and plan accordingly, we express our conclusion, and our holding, 
which is all refunds which petitioners must make, belong to the consumers, for 
whose benefit these proceedings were instituted. The utilities with whom 
petitioners contracted, were merely conduits, by which natural gas transported 
by petitioners was delivered to customers by utilities. The refunds do not 
belong and should not go to the utilities. : 


The court said further: 


The proceedings which were instituted by Federal Power Commission and 
furthered by the Illinois Commerce Commission to reduce the natural gas 
cost to the utilities were for the benefit of the consumers. They so declare. 
Most of the utilities have steadfastly disclaimed any right to or interest in 
the refund. They realize that the proceedings were for the benefit of the 
consumers, not to enrich them. 


Referring specifically to certain utilities in states without utility 
commissions, the court concluded : 


* * * Now one or two of these utilities located where no state supervisory 


commission exists, are endeavoring to seize the fruits of the litigation brought 
for the consumers and retain the money for their own individual gain. It 
would be a gross travesty upon the proceedings, if they were to succeed. With 
their efforts in this respect, we have no sympathy. 

The court will make an order on this finding that the money .refunded by 
petitioners belongs to the consumers and none belongs to the utility or utilities. 
The reasoning of the court in this memorandum dealing with refunds 
of accumulated excess charges appears equally applicable to the sit- 
uation involving the passing on of the benefits to the ultimate con- 
sumers at the time a reduction in wholesale gate rates is filed. 

Northern has recognized this relationship of wholesale to retail 
rates. It isin a position, however, to pass this reduction on only in the 
case of sales to Peoples Natural Gas Company, which it controls 
through ownership of all voting stock. Northern has advised the 
Commission that Peoples Natural Gas Company will undertake the 
necessary studies for the purpose of determining appropriate adjust- 


® Natural Gas Pipeline Co. vy. Federal Power Commission, 134 F. (2d) 263. 
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ments in retail rates to pass on the reduction in wholesale rates to the 
retail consumers. The Peoples company distributes gas in 70 com- 
munities, the largest of which is Rechester, Minnesota. The total 
reduction to the Peoples company is $321,000, of which $95,500 is 
applicable to Rochester, Minnesota. 

The Commission has been advised by the City of Minneapolis, which 
has jurisdiction over local rates, that any reduction in the cost of 
gas to the Minneapolis Gas Light Company would be “immediately 
reflected in rates charged the users of gas.” The reduction in gate 
rate to the Minneapolis Gas Light Company is estimated to be $262,000 
annually. 

The largest single reduction to any distributor is the $323,000 to 
the Iowa-Nebraska Light and Power Company. This company dis- 
tributes gas in 35 communities, including Lincoln, Nebraska. The 
amount of reduction applicable to sales to Lincoln, Nebraska, alone, 
is approximately $205,000. 

Exhibit A to the attached order lists all the distributors which pur- 
chase gas from Northern. A summary of the total amount of the 
reduction applicable to each distributor is shown on p. 383 in the 
exhibit. On the remaining pages of the exhibit there is listed each 
community served by distributors and the amount of reduction ap- 
plicable to each community. This information is attached to the 


order so that each distributor and each community may be advised 
of the estimated reduction applicable to it, thereby enabling prompt 
consideration of an appropriate reduction in the retail rates in each 
case. 


COOPERATIVE PROCEDURE 


Since the passage of the Natural Gas Act, Northern has cooperated 
with the Commission in meeting the requirements of regulatory pro- 
cedures to which the Act subjected the company for the first time. 
It has voluntarily brought in its rate problems for discussion and has 
adopted many suggestions made by the staff. Illustrative of this 
attitude was its adoption in 1942 of simplified uniform rates in lieu 
of the hundreds of separate contracts with customers under which 
the majority of the companies operated. 

Beginning in November 1942, the City of Minneapolis undertook 
to obtain a lower wholesale rate for sales to the Minneapolis Gas 
Light Company so that the city might require the latter company to 
reduce its rates to the ultimate users in the city. Discussions had 
reached the point in December 1942, where Northern had considered 
an over-all reduction of $1,200,000 in rates, of which the share to 
the Minneapolis Gas Light Company was $150,000. At this point of 
agreement the company, in conformity with its practice of discussing 
such matters with the Commission, placed the problem informally 
before it. 
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During this same period the Commission had under consideration 
the adoption of an order of investigation of Northern based upon its 
1941 earnings record. When representatives of the Company advised 
the Commission of its plans for a general reduction in rates, the pro- 
posed order of investigation was set aside to afford an opportunity 
to reach an informal agreement regarding the amount of reduction 
that would be reasonable. 

From the inception of these discussions, there was complete agree- 
ment between representatives of the Company and the Commission 
that the computation of excessive returns (and consequently, the 
amount of reduction to be effected) would be in conformity with the 
regulatory principles established by the Commission in its recent na- 
tural-gas rate case opinions and orders. These principles allow a 
reasonable rate of return on the depreciated original cost of the prop- 
erty, reasonable allowances being made for operating expenses, de- 
preciation, and taxes. Northern was requested to submit tts compu- 
tation in full showing its determination of the amount of excess 
earnings on this basis. The Commission staff also prepared such 
statements. A conference followed at which the results of the two 
statements were compared and discussed. The differences found in 
the statements were not large and it was determined that the results 
contained in the staff’s estimates were substantially correct. 

After consideration, Northern agreed to reduce its rates in accord- 
ance with the amounts shown as indicated by the staff’s studies. By 
this action the company and the Commission were saved considerable 
expense that would otherwise have been required if a more extended 
formal investigation were to be made and hearings held. 

This case and the others like it are examples of regulation made 
effective and simple by the use of the original cost formula and ac- 
ceptance of the principles by the companies involved. The results are 
reasonable and fair to the companies and to the public. 


LeLanp OLps. 
CraupeE L. Draper. 
Basti MANLY. 
Joun W. Scorr. 
Crype L. Seavey. 


Order making effective reductions in rates 
Northern Natural Gas Company 


It appearing to the Commission that: 

(a) Following conferences with representatives of the Commis- 
sion, Northern Natural Gas Company (hereinafter sometimes re- 
ferred to as Northern) filed on February 1, 1948, certain revisions in 





NORTHERN NATURAL GAS COMPANY 383 


its rates for the sale of natural gas for resale representing an estimated 
reduction of $2,087,000, the details of the reductions by distributors 
and communities being attached hereto as Exhibit A and made a part 
hereof ; 

(b) This reduction in rates taken together with a previous reduc- 
tion filed less than a year ago will reduce the earnings of Northern on 
its sales for resale to an amount not in excess of 614 percent on a rate 
base substantially representing original cost less depreciation plus 
working capital, as described in the memorandum opinion accompany- 
ing this order; 

(c) Northern has made application, pursuant to the request of the 
Commission, that the reduced rates be allowed to take effect for all 
bills rendered for natural gas deliveries during and after the February 
1943 billing month, and it is in the public interest that such retroactive 
effective date be established. 

Now, therefore, in view of the foregoing and for the reasons set 
forth in its memorandum opinion in this matter issued with this order 

It is ordered that: 

(A). Original sheets Nos. 4a and 25a, revised sheets Nos. 5, 6, 7, 8, 9, 
10, 12, 13, 15, 16, 18, 19, first revised sheets Nos. 3 and 24, and second 
revised sheets Nos. 2, 4, 11, 14, and 17 to the Northern Natural Gas 
Company’s FPC gas rate schedules be and they hereby are allowed 
to take effect for all bills rendered for natura] gas deliveries during 
and after the February 1943 billing month; 

(B) The aforesaid sheets shall be deemed to have been filed and 
published in compliance with the Natural Gas Act; 

(C) This order is without prejudice to any findings or orders which 
may be made by the Commission in any proceedings now pending, or 
hereafter instituted, by or against the applicant. 


Exuisit A.—Northern Natural Gas Company. Estimated effect of proposed rates 
12 months ended Nov. 30, 1942 


Actual Revenue pro- |Reduction in 
revenue posed rates revenue 


Austin Muni. Board : $162, 178 $103, 824 | $58, 354 
= | 47 


N. F. Banfield Corp 112 65 7 
Cent. Elec. & Tel Socal fs , 590, 224 | 460, 715 129, 509 
Cent. Natural Gas_. ‘“ 62, 167 | 45, 437 16, 730 
Cent. States Elec eke . : 89, 422 61, 330 | 28, 092 
SO ee i 15, 796 10, 511 | 5, 285 
Hastings Gas Co____.._..--- ‘bell 24,911 19, 142 5, 769 
Interstate Power...............- 485, 263 411,771 | 73, 492 
lowa Electric Co Z 32, 036 20, 790 11, 246 
lowa Electric Lt. & Pr___._--- 116, 937 84, 682 32, 255 
Iowa-Illinois (Manson)... mage 13, 363 9, 054 | : 
lowa-Nebr. Lt. & Pr re , 233, 123 910, 373 

Iowa Pub. Service Co__.._-.. f 185, 884 | 134, 650 

Kans. Nebr. Gas Fuel Co_- : 88, 197 59, 426 

Minn. Natural Gas____....-- oa ; 54, 644 44, 238 

Minn. Valley Natural -.-.-.--- - y 487, 562 386, 981 

Owatonna Muni. System le 167, 600 136, 684 

Nebr. Pub. Service Co ‘ he 10, 635 7, 657 

Northern States ; 539, 706 | 474, 597 

N. W. Light & Power Co aie 27, 692 19, 956 


Peoples Gas & Electric (Except M. C.) roe 4 a 17, 101 12, 510 


$82231—44—-vol. 3—-—-25 
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Exuisit A.—Northern Natural Gas Company. Estimated effect of proposed rates 
12 months ended Nov. 30, 1942—Continued 


Actual Revenue pro- |Reduction™ in 
revenue posed rates revenue 


Perry Gas Co__. hie epwednnetege $30, 177 $19, 438 $10, 739 
So. Dak. Public Service Co....-_.........--..------ 50, 441 33, 826 16, 615 
Yankton Gas Co steodacduds 70, 342 56, 745 13, 597 





Total Non-Rd-1 , 555, 51% 3, 524, 402 1,031, 1 





Council Bluffs Gas Co . at : se 314, 802 244, 828 69, 974 
Peoples Gas & Elec. (M, C.)-__-- jaad sipetas ch , 104, 638 | , 054, 006 50, 632 
Minneapolis Gas Light Co - Sanwa 2,041, 323 | , 778, 439 262, 884 
Iowa Pr. & Lt. Co 7 ilies . seine 388, 279 327, 101 61,178 
Iowa Elec. Lt. & Pr. (Boone)-_..____-- ; apencieedal i, 269 | , o17 1, 752 
Towa-lIllinois (Ft. Dodge) ; hdd 58, 815 | 903 50, 912 
Sioux City Gas & Electric. -_.-- hei 588, 457 | 427, 32 61, 131 
Metropolitan Utilities_.. , per } 30, 502 345, 157 85, 345 


Total Rd-1 & 2-pt 





Total Non-Sub-_. j Sebo 9,888,598 | 8, 579 | 1, 674, 919 
Peoples Nat. Gas : ashe | 1, 642, 362 J , 320, § 321, 476 


Total Non-Rd-l__....-.......-...---------------- 6 197, 875 | f 45, 28 1, 352, 587 
Total Rd-1 & 2-pt_ -.........- on , O85 589, 277 643, 808 


Total Stirubptlidatine «dee deipttabmatidankLkeai' 960 | 585 1, 996, 395 
Direct sales__--...- | 2, ; 5, 213 51 | 91, 062 





IE 8 oo witiic ne css gcc anenineagbiiduive dee occodesyibetens 13,617, 17 3 9, 716 | 2, 087, 457 


Austin Municipal Bd., Austin_. : —_ 162, 178 7 3, 824 | 
N. F. Banfield Corp., Streverling Woods. --_............-| 112 65 | 
Cent. Elec. & Tel.: 


Columbus — ; e Soleo 59, 378 38, 
Sioux Falls__- oeaqexe Sie a ete petedieain.pins dips gues il 530, 846 22, 078 | 108, 768 





Total._..__.-.__-_- wo. =daghean 590, 224 50, 715 | 129, 509 


Cent. Nat. Gas Co.: 
Hawarden - . = aesea She cond 8,155 | 6, 026 | 2, 129 
Vermillion. ‘ . such ondsinwhqudas 54, 012 39, 14, 601 





Total éteeocaves wodagtpnnas Ceeenceass 62, 167 5, 437 | 16, 730 


Cent. States Elec. Co.: | 
Homer ; 5 Sutin os | 3, 175 , O1F 1, 160 
Lyons. - - semaines sa wince | 4, 431 | 2, | 1, 690 
Pender _ - . eiiayie ee pt aon wen | 6, 687 
Rosalie - - - : ite nanwapjidaon Baws nonncocabé | 822 
Thurston -_-- - : . | 980 
Walthill___- se = ninth | 5, 449 | 
Winnebago - - - Sein 4,127 
Belmond - -- ssabecanSdate nin osase 10, 167 
Britt ndhiompines . : : ‘. 10, 972 
Fairmont ‘ _ 7 29, 891 
Garner bee's due ouud . a 12, 721 





‘89, 422 | 
Council Bluffs Gas Co., Council Bluffs................-_-- 


Elkhorn Valley Gas: 


Hooper - - - . ; oe ce ashen netonse 5, 848 | 
Scribner_____._.._. Jontm 9, 948 | 





Total ah : be pevbdesasncl 15, 796 





Hastings Gas Co., Hastings.............._-- oo . 24, 911 


Interstate Power Co.: 
Albert Leas... _.__- Lunia 350, 492 | 
New Ulm ‘ 90, 253 
Waseca iene: cians inte 44, 518 








485, 263 
32, 036 
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lowa Electric Lt. & Pr. Co.: 
Jefferson. 
Ames. __. 
Nevada... 


Total 
Ia.-Ill. Gas & Electric Co., Manson. 


la.-Nebr. Lt. & Pr. Co.: 
Ceececcas 
Griswold_ . 
Oakland - -- 
Walnut-__- 
Adams... 
Arlington... 
Beatrice.__ 
Bee...... . = 
Pnesscocse 
Clatonia. 
Cortland_... 
Craig 
rs 
David City.__... 
De Witt.__. 
Dorchester .._. 
Friend.__. 
Hallam __. 
Lincoln. 
Milford _- E 
Oakland-.-___- 
Osceola - . 
Plattsmouth- 
Plymouth. 
Rising City.. 
Seward _ - 
Shelby--- 
Staplehurst 
Stromsburg- 
Tekamah_. 
Ulysses - 
Wahoo... 
West Point-___. 
Wilber...._. 


lowa Public Serv. Co.: 
Audubon 
Clarion : 
Eagle Grove_. 
Exira.-.... 
Hamilin___.___- 
Kingsley____. 
Lake City _- 
Lohrville 
Marcus 
Rockwell City 
Sergeant Bluff_. 
Sutherland 


Subtotal___- 
Le Mars 


Total__ 
Kans.-Nebr. Gas Fuel, Fremont 


Minn. Nat. Gas Co.: 
Lakefield 
Worthington 


Total. 


Minn. Valley Nat. Gas Co.: 
“haska. na 
Cleveland ___- 
Laké Crystal 
Le Center. . 


Actual 
revenue 


Revenue pro- 
posed rates 


$43, 660 


61, 652 


11, 625 | 


116, 937 


1, 233, 123 


20, 653 
22, 257 
45, 517 
9, 355 
123 

5, 150 
10, 629 


185, 884 


88, 197 


7,845 
46, 799 


5A, 644 


24, 275 
1,172 
3, 323 

13, 677 


$30, 367 
45, 551 
8, 764 


84, 682 | 


9, 054 


9, 232 
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Exuisit A.—Northern Natural Gas Company. Estimated effect of proposed rates 
12 months ended Nov. 30, 1942—Continued 


Reduction in 
revenue 


$13, 293 

16, 101 

2, 861 

32, 255 

4, 309 
| 


| 


2, 329 | 


2, 343 


4, 805 | 


2, 667 


2, 045 | 
3, 560 | 


478 
963 


| 


38, 235 | 


10, 861 


2, 174 | 


1, 430 


3, 591 | 
918 | 


653, 087 
5, 842 
7, 651 
4, 484 

16, 950 
455 


1, 330 | 


17, 286 


2, 371 | 


298 | 


910, 373 


14, 228 


14, 840 | 


35, 250 


6, 682 


68 | 


3, 661 
6, 979 
3, 793 
2, 889 
9, 993 


11, 541 | 
6, 489 | 


116, 363 | 


18, 287 
134, 650 
50, 426 
6, 593 
37, 645 
44, 238 
20, 360 
834 


2, 604 
9, 695 
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Exuisit A.—Northern Natural Gas Company. Estimated effect of proposed rates 
12 months ended. Nov. 30, 1942—Continued 


Actual 
revenue 


Minn. Valley Nat. Gas Co.—Continued. 
Le Sueur... ._-..- Snambunbibebbhcs: coed $25, 205 
ES EC a 197, 378 
Montgomery_____._- dates kaditetadiatte sem ms cerueiae'ncmepand, 45, 642 
New Prague_______- eres o% ‘ 37, 558 
Shakopee_-_.__._- ‘ thictiiancctiecodapumedatti 61, 293 
St. Peter 78, 039 


Total____. 


Mun. Utilities System, Owatonna. owe er os 167, 600 


Nebr. Public Service Co.: 
Dakota City____- ii fois ceiewe aelaeeain 2,615 
Ponca di igliciaineniiin sort ir a 8, 020 


Northern States Pr. Co.: 
Faribault___._- ecucnmeat indenad 154, 503 
Northfield eneciaacveatitedocs omtPebued 77, 672 | 
High Bridge. _- : one 307, 335 
St. Paul. ......... pactnudeschhe Si iepiae . 195 | 








PO nk edtnn cn cwccedeiss wee oneal 539, 705 | 
N. W. Light and Power Co., Cherokee._______ sonill 27, 692 | 


Peoples Gas & Electric Co.: | 
BEG eciiddewsccncnwsunes patel 1, 743 
WE cos hidedmesenceves ol eens 5, 614 
Northwood. ---- oman 3 . 7, 640 | 
Ventura . = 2, 104 | 


Total (except M. C.)___..--.---.------------- 17, 101 
Perry Gas Co., Perry enc daltbdhanscasensaes — 30, 177 | 


So. Dak. Pub. Service Co.: 


Akron. --- : Janeee aoe , ss 10, 923 | 
Alcester. bonwe Scbnbs~ es 4, 227 | 
Beresford_ cracowngedeiaeat a | 9, 286 | 
Canton dneeaades + | 16, 473 
Elk Point_-_-- or shane ain | 9, 532 


50, 441 


Yankton Gas Co.: | 
Gayville._.._.--- cbeknetuesvenea 1, 676 
Yankton_--.___- ounsoeaeigue | 68, 666 


Revenue pro- |Reduction in 
posed rates | revenue 


100, 581 
30, 916 


573 
2, 405 


2, 978 


27, 329 

60, 832 | 16, 840 
286, 435 20, 900 
156 | 39 


474, 597 | 65, 108 
7, 736 


241 
1, 603 
2, 139 

608 


4, 591 


10, 739 


3, 682 
1,391 
3, 268 
5, 181 
3, 093 


16, 615 


473 
13, 124 





Total ro name dthonscenccewe 70, 342 


Peoples Natural Gas Co.: 
Ashland. -.-_- ‘ : “a | 11, 297 
Elkhorn. -.............-..- Sebsnoe 4, 254 
Elmwood... LA indinnvabenckibamd . 3, 394 
Louisville--- ohn ae 6, 727 
Fort Crook _ os | 36, 701 | 
Manley..-- igmbonddwecubaren | 419 | 
Palmyra... _- oninong P ; | 2, 268 
Papillion. _-_........_- coe ; 5, 100 
Ralston ‘ neded meer 4 | 8,149 | 
Valley jeder 7, 532 
Waterloo ne a isa enie ease . | 4, 863 
Weeping Water-__......-.........-...-- | 7,913 
Auburn._.. Kedendiupidennngsees . 27,009 
Humboldt--____- . A paki . 8,010 | 
Johnson hebbbencasce waded oebane a 1, 639 
Pawnee City - --| 15, 451 
Sterling i bs 2, 907 
Table Rock ; : ie 1, 845 
Tecumseh - -- % eee 13, 329 
Alden Stuck sss . ; | 8, 981 
Estherville. _................ ; 48, 120 
Farmington _-. : . 54, 313 
Inver Grove_- : i nai : | 3,417 
Jackson man ; ' 25, 583 
Lakeville _- i 9, 629 


13, 597 


3, 663 
1,316 
1, 060 
2,017 
1, 511 

136 

702 
1, 580 
1, 595 
2, 481 
1, 155 
2, 549 
8, 984 
2, 673 
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Exuisit A.—Northern Natural Gas Company. Estimated effect of proposed rates 
12 months ended Nov. 30, 1942—Continued 


-:] Actual | Revenue pro- |Reduction in 
revenue | posed rates revenue 


Peoples Natural Gas Co.—Continued } 
New Richland : Sssitea $8, 238 | 
Rosemount... _.. . 5, 149 
Sherburn_. 6, 140 
Truman ‘ 5, 097 1, 681 
Welcome 5 bu 4, 731 1, 182 
Wells___. =" ; hea ; 21, 299 6, 471 
Fairbury f ; ; 64, 288 13, 871 
Forest City ‘ ' ~ 23, 087 6, 909 
Joice_. Sectitee oe 2, 097 | 638 
Lake Mills : 10, 894 | 2,922 
Glenwood _ - . a 16, 735 5, 649 
Byron 4 b oe 2, 948 845 
Claremont se . 5, 108 2,112 
Dodge Center__-- ria : 8, 073 2, 741 
Kasson . : 7 14, 084 , 710 
Mantorville a heens 3, 840 , 093 
Boxholm Z ‘ Sele 1, 460 92 532 
Dayton a : ainieeepmanes 5, 770 2, 601 
Farnhamville___- . aedied 3, 781 1, 157 
Cowrie Lin wibtiid pada btwn 9, 342 | 2, 950 
Grand Junction Sdleial 3, 328 964 
Harcourt - ___- ; monde 2, 329 | 789 
Lehigh_-__.. ; . i 2, 597 984 
Ogden sunt 10, 906 3, 754 
Pilot Mound. - ‘ : 457 
Rippey a 990 
Woodward ___. . and 2,729 | 
Rochester___._- " * 485, 937 
Schuyler_____. ewes rae 11, 876 
Everly___. od a: 4, 147 
Hartley___- 9, 412 
Milford ei 6, 970 
Paullina.- 7 ae 6, 098 | 4, 402 
Spencer ___- a 28, 568 19, 723 
Spirit Lake____- . ‘ ; 20, 723 | 17, 616 
Bancrolt____-- Saeel <a cette 5,151 | 3, 400 
Emerson... -- * jaetetduaacana 4, 257 2, 738 
Uehling ery ; Sa wollte ee 406 | 266 
Wakefield aio euseae 6, 351 4, 084 
Wayne ‘ ‘ 34, 735 25,107 | 
Blue Springs---.-.---.- ; ‘mamamapia 1,897 1, 182 
WN. sh ets oten \ ees ; 11, 955 7, 618 
Austin Belt Line ceiiiiiteteai nad, 134, 310 | 121, 551 
Fontenelle : Diy 87 61 | 
Pleasant Hill aki ~~ aie 1, 263 939 
Omaha Suburban Area. -. 9,719 | 6, 989 
St. Paul, Ind , Ledeen 294, 149 | 267, 949 
Rural Minnesota au ‘debits ‘ 4 2 


wn 
om got 
; 


~ 


$2, 686 
1, 570 
1, 673 


a Sew 


POZE NMR 


ArrPpypsSnwy 


TN icin npn coinirwtir etc j 1,642, 362 | 1, 320, 886 
| 





IN THE MATTER OF 
MINNESOTA POWER & LIGHT COMPANY 
Reclassification of the Electric Plant Accounts of a Public Utility 
IT-5769 
(Decided March 2, 1943) 
Syllabus 


. Discount on stock issued by parent holding company in the acquisition 
of property, representing the difference between the par and market 
values of the stock, recorded as part of the cost of assets acquired, 
inflated its plant accounts to that extent. P. 391. 

. Dividends received by parent holding company from certain subsidiary 
companies in excess of their net income represent the return of capital 
and should be credited to investment, and not to income account of 
parent company. P. 391. 

. Interest received by parent company from subsidiary which had accrued 
on note of subsidiary prior to its acquisition by the parent company, 
should be credited to investment and not to income account of parent 
company. P. 391. 

. To the extent that the aggregate amount and par value of securities issued 
to parent company in exchange for property was in excess of the book 
cost to the parent company of the properties transferred, the transactions 
resulted in a “write-up” of plant account on the hooks of the acquiring 
company. P. 392. . 

5. An arbitrary charge to plant account (offset by a credit to a reserve for 
contingencies) upon the transfer of properties from parent to its sub- 
sidiary, the accounting “public utility,” is a write-up of plant account. 
P, 392. 

. The total amount of inflation on the books of subsidiary, the accounting 
“public utility,” resulting from inter-company transactions accompanied 
by a complete absence of arm’s-length bargaining, in which property 
accounts were inflated on the books of parent company and again on 
transfer to subsidiary, should not be classified in Account 100.5, electric 
plant acquisition adjustments, on the theory that it represents actual 
bona fide cost, but should be classified in Account 107, electric plant 
adjustments, as a write-up, pending disposition in accordance with the 
requirements of the Commission’s Uniform System of Accounts. P. 393. 

7. Items representing expenses in connection with the sale of preferred stock, 
improperly included in Account 100.6, electric plant in process of re- 
classification, should be transferred, pending disposition, to Account 
107. P. 393. 

8. Rate investigation costs and charter expenses incurred by accounting 
utility, improperly charged to its plant Account 100.6, should be classi- 
fied in Account 107, pending disposition. P. 393. 


388 
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9. The balance of accounting subsidiary company’s “Contingency Reserve” 
created by a charge to plant, should be disposed of by a charge in that 
amount to its “Contingency Reserve,” thereby extinguishing the latter. 
P. 394. r 

10. The amount of the write-up representing bond discount and expense on 
bonds delivered to parent company on acquisition of properties, although 
a proper charge to surplus since the bonds were refunded in 1928, was 
disposed of by an immediate charge-off of part to Account 271, earned 
surplus, with transfer of the balance to Account 140, unamortized debt 
discount, from which account it was directed to be amortized over a 
period not to exceed 100 months from June 30, 1942, the remaining 
original life of the refunded bonds, by equal monthly charges to Account 
531, amortization of debt discount and expenses, provided that amortiza- 
tion might be accelerated by charges to Account 414, miscellaneous 
debits to surplus. P. 394. 

11. The amount of the write-up representing discount on preferred stock de- 
livered by accounting “public utility” to its parent company as a part 
of the consideration for assets transferred, should be transferred to 
Account 150, discount on capital stock, and thereafter accounted for as 
provided by the Uniform System of Accounts. P. 394. 

12. Amount representing expenses incurred on sale of preferred stock deliv- 
ered to parent company, ordered disposed of from Account 107 by a 
charge to Account 151, capital stock expense, and thereafter accounted 
for as provided in the Uniform System of Accounts. P. 395. 

13. Inflation recorded in plant accounts which arose in connection with security 
issues by respondent to its company’s parent ordered disposed of by a 
charge to earned surplus, with a condition that the company might charge 
a portion to a capital surplus created for such a purpose, leaving in earned 
surplus a balance equivalent to the requirements for one year’s preferred 
stock dividends, instead of making a charge to the common stock or 
capital surplus account which would amount to compulsory reduction in 
the book or stated value of the stock without compliance with law, and, 
in case of charge to capital surplus, would create a “capital surplus 
‘deficit’” at the same time with an earned surplus smaller than the 
“capital surplus deficit.” Section 305 (a) of the Federal Power Act 
makes it unlawful for any officer or director of a “public utility” 
“to participate in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.” P. 395. 

14. Estimated original cost based upon conjecture and invalid, improper and 
unsupportable theories and, assumptions which involved, among other 
things, reaccounting for general, and administrative expenses contrary 
to express prohibition in electric plant accounts instruction 2-B of the 
Commission’s Uniform System of Accounts, cannot be accepted as a 
substitute for cost when records are available, for legitimate estimates 
where records are not available, or for overhead costs recorded in ac- 
cordance with managerial discretion. P. 396. 


A. C. Gillette, Donald Harries, and E.. J. McMillan (Gillette, Nye, 
Harries & Montague), A. J. G. Priest and L. Byron Cherry (Reid & 
Priest) for Minnesota Power & Light Company. 

A. J. G. Priest and L. Byron Cherry (Reid & Priest) for American 
Power & Light Company. 

Charles V. Shannon, George Slaff, and Reuben Goldberg for the 
Federal Power Commission. 
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By THE CoMMISSION : 
OPINION 


This proceeding arises under the Federal Power Act and relates 
to accounting entries which should be made by Minnesota Power and 
Light Company (hereinafter sometimes referred to as “Minnesota”) 
pursuant to our Uniform System of Accounts prescribed for public 
utilities and licensees. 

Minnesota owns and operates facilities for the transmission and 
sale of electric energy at wholesale in interstate commerce and is 
therefore a public utility within the meaning of the Federal Power 
Act. As such it filed on December 31, 1940, proposed reclassification 
and original cost studies as required by electric plant accounts instruc- 
tion 2-D of our Uniform System of Accounts and our order of May 
11, 1937, with respect thereto. 

Following a field examination, our staff submitted a report recom- 
mending that substantial write-ups and other erroneous items in Min- 
nesota’s plant accounts be classified in Account 107, electric plant ad- 
justments, and that Minnesota be required to submit a plan for the 
disposition of such amounts. The staff further recommended that 
Minnesota be required to make a further and proper study of the 
balance of the amounts recorded in its electric plant accounts. 

The staff report was served on Minnesota with an order, adopted 
February 3, 1942, requiring it to show cause, in writing, under oath, 
why the Commission should not require it to submit appropriate plans 
for the disposition of the write-ups and to prepare reclassification 
and original cost studies which would conform with the requirements 
of our system of accounts and order of May 11, 1937. 

On April 3, 1942, Minnesota filed its response in which it admitted 
that the studies it had previously filed required revision, but it did 
not submit any plans for disposition of the amounts established by 
the staff in Account 107. 

Thereafter, at Minnesota’s request, conferences were held by mem- 
bers of our staff with representatives of Minnesota and American 
Power & Light Company, Minnesota’s parent. As a result of these 
conferences, counsel for the Commission and counsel for Minnesota 
and American,* entered into a stipulation, subject to our approval, 
with respect to the facts surrounding American’s transfers of prop- 
erties and other assets to Minnesota in 1923 and 1924. The stipula- 
tion provides that the facts therein contained “shall be accepted as 
though witnesses had been called, sworn, examined, and testified 


2 We shall hereafter refer to American Power & Light Company as “American.” 


2 By order dated October 13, 1942, permission to intervene in ‘the proceedings was granted 
American. 
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thereto” for the purpose of the determination of the proceedings 
instituted by the order of February 3, 1942. 

American and Minnesota are affikates by reason of the fact that 
American owns all the common stock of Minnesota, and has owned 
all the latter’s common stock at all times pertinent to this proceeding. 
During the year 1922, the stock of Duluth-Edison Company was ac- 
quired by American and the former changed its name to Minnesota 
Power and Light Company on October 25, 1923. 


WRITE-UPS OF PROPERTIES TRANSFERRED TO MINNESOTA BY AMERICAN 


The main issues in this case revolve around two acquisitions of prop- 
erties, one in 1923 and the other in 1924, by Minnesota from its par- 
ent company, American. These properties were entered in the plant 
accounts of Minnesota at inflated amounts. The inflation may be 
classified into two categories; that existing in the books of American 
and transferred to Minnesota at the dates of the transactions in ques- 
tion, and the additional write-ups recorded by, Minnesota upon 
acquisition. The inflation in the books of American ‘will be first 
discussed. 

When certain of these properties were acquired by or for the account 
of American, that company issued 120,499 shares of its 6% preferred 
stock having a total par value of $12,049,900 and a market value as of 
that time, of $10,844,910. Although the $1,204,990 difference between 
the par and market values represented discount on the stock, American 
recorded such amount as part of the cost of the assets acquired—thus 
inflating its plant accounts to that extent. 

In addition, during its ownership of these properties, American 
received dividends from certain subsidiaries which were $622,631 in 
excess of their net income. American also received from one of its 
subsidiaries, Cuyuna Range Power Company, interest in the amount of 
$23,815.48 which had accrued on the latter’s note prior to the time it 
became a subsidiary of American. Such dividends and interest repre- 
sented the return of capital and should have been credited to invest- 
ment, but were erroneously credited by American to its income account. 

Thus, as recorded on American’s books, the cost of the properties 
transferred to Minnesota was inflated in the total amount of $1,851,- 
436.48. We come next to the write-ups which were made at the time 
the properties were transferred. 

The transfers were effected pursuant to two agreements between 
Minnesota and American’s nominee, one L. W. De Buys, dated No- 
vember 30, 1923 and May 27, 1924, respectively. 

In the 1923 transaction, Minnesota issued to American securities 
having an aggregate principal amount and par value which was $17,- 
768,264.83 in excess of the book cost to American of the properties 
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transferred.* In the 1924 transaction, Minnesota issued to American 
securities having an aggregate principal amount and par value (with 
accrued interest and dividends) which was $722,200 in excess of the 
acquisition cost to American of the properties transferred.* To these 
amounts, which were write-ups, there must also be added $130,174.02, 
representing the amount remaining, as of the effective date of our 
system of accounts, of an arbitrary charge to plant account (offset by a 
credit to a reserve for contingencies) upon the transfer of these prop- 
erties. 

The total amount of inflation recorded in the books of Minnesota as 
a result of the 1923 and 1924 transactions is therefore $20,472,075.33. 

Minnesota contends that this amount should be classified in Account 
100.5, electric plant acquisition adjustments, on the theory that it rep- 
resents actual, bona fide cost which it incurred in acquiring the prop- 
erties from American. 

We cannot accept this contention. The undisputed evidence shows 
that the excess entire amount of $20,472,075.33 is a write-up which 
should be classified in Account 107, electric plant adjustments, pend- 
ing disposition in accordance with the requirements of our system of 
accounts. 

Brushing aside the accounting and legal accoutrements with which 
the transactions were embellished, and viewing them in their true 
light, we recognize a familiar practice often used to write up plant 
accounts. Securities or properties are first acquired by a holding com- 
pany. They are then transferred to an operating subsidiary of the 
holding company, sometimes organized for that purpose. -The sub- 
sidiary, which, needless to say, is controlled by the holding company, 
surrenders to its parent an amount of new securities (consisting of 
common stock, preferred stock and bonds) far exceeding the cost to the 
holding company of the properties and securities transferred. The 
subsidiary establishes its plant accounts on the basis of the fictitious 
par value of the securities thus issued and the parent company mar- 
kets the bonds and preferred stock and recoups from the public sub- 
stantially all the investment it made in the properties. The common 
stock is retained by the parent with the ultimate result that it owns 
and controls the subsidiary at little or no actual cost. 


* The total aggregate recorded cost to American of the assets transferred to Minnesota in 
1923 was $21,431,735.17. The aggregate principal amount and par value of securities 
issued by Minnesota to American in exchange for the assets wags $39,200,000. Minnesota, 
in recording the transfer, debited its “Plant and Securities Account” with $37,620,748.94 
and debited and credited other asset, liability and reserve accounts in the net debit amount 
of $1,579,251.06, or a total of $39,200,000. 

* American's acquisition cost had been $5,339,111.10 while the aggregate principal amount 
and par value of securities issued by Minnesota (including accrued interest and dividends 
on the securities) was $6,061,311.10. Minnesota recorded this transfer by debiting its 
“Plant and Securities Account” with $5,151,445.94 and debiting and crediting other asset, 
liability, and reserve accounts’ in the net debit amount of $909,865.16, or a total of 
$6,061,311.10. 
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As previously indicated, at the dates of the transactions (and also 
at present) all of Minnesota’s common stock was owned by American. 
This fact alone establishes American’s complete domination of Minne- 
sota. Moreover, De Buys, who executed the contracts with Minnesota 
under which the property transfers were made, admittedly acted only 
as an intermediary—a nominee of American—having no beneficial or 
other interest in the properties involved in the transactions. Minne- 
sota established its plant account on the fictitious basis of the face 
value of its securities surrendered to its parent, American. American 
marketed the preferred stock and bonds of Minnesota, practically re- 
couped its investment, and today owns the common stock of Minne- 
sota and controls the company at little cost. 

In the circumstances it is idle to look upon the transactions as bona 
fide agreements between two separate parties or to view the considera- 
tions recited therein as having any significance. There was a com- 
plete absence of arm’s-length bargaining and this presents another 
case of American dealing with itself. Cf. In the Matter of Pacific 
Power d: Light Company, supra, p. 329, 333. 

We find, therefore, that the $20,472,075.33 should be classified in 
Account 107, electric plant adjustments, as a write-up. 


OTHER AMOUNTS CLASSIFIED IN ACCOUNT 107 


Minnesota concedes that the following erroneous charges made to 
its plant account should be classified in Account 107, pending disposi- 
tion: 

(a) Preferred stock expense—$328,910.37.—In connection with the 
sale of Minnesota’s 7-percent first preferred stock and 7-percent sec- 
ond preferred stock (now known as $6 preferred stock) expenses were 
incurred in the amount of $324,107.18 and $4,803.19, respectively. 
Both of these amounts are presently included in Minnesota’s Account 
100.6, electric plant in process of reclassification, and should be trans- 
ferred, pending disposition, to Account 107. 

(b) Rate investigation and other costs—$5,915.28.—Minnesota’s Ac- 
count 100.6 also includes $1,770.60 of rate investigation costs and 
$4,144.68 of expenses incurred by Minnesota in amending its charter. 
These costs, as Minnesota agrees, should be classified in Account 107 
pending disposition. 


DISPOSITION OF THE WRITE-UP AND OTHER ERRONEOUS CHARGES TO PLANT 
ACCOUNT 


We have found that write-ups and other erroneous charges to plant 
account totaling $20,806,900.98 are properly classifiable in Account 
107. The system of accounts contemplates that amounts classified 
in Account 107 shall rest there only temporarily. The purpose of 
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that account is to collect and earmark inflation and other improper 
charges to the plant account pending a determination as to proper 
disposition. The text of Account 107 provides, among other things, 
that amounts included therein “shall be disposed of as the Commis- 
sion may approve or direct.” 

We find that in accordance with sound principles of accounting the 
$130,174.02, representing the balance of Minnesota’s “Contingency 
Reserve” created by a charge to plant, should be disposed of by a 
charge in that amount to Minnesota’s “Contingency Reserve” thereby 
extinguishing the latter. 

Of the total amount of the write-up created by the 1923 and 1924 
transactions, $926,250 represents discount and expense on the bonds 
delivered by Minnesota to American in those transactions. These 
bonds were refunded in 1928, and it would, therefore, be proper to 
charge to surplus the full amount of the discount and expense so in- 
eurred. Under all the circumstances of this case, however, and in 
accordance with Minnesota’s practice at the time of refunding, based 
upon June 30, 1942, figures, we direct immediate charge-off to Account 
271, earned surplus, of $639,206 of such amount of bond discount and 
expense, and the transfer of-the balance of $287,044 to Account 140, 
unamortized debt discount and expense, from which account this 
amount shall be amortized over a period not to exceed 100 months from 
June 30, 1942 (representing the remaining original life of the refunded 
bonds), by equal monthly charges to Account 531, amortization of 
debt discount and expense; provided, however, that Minnesota may 
accelerate such amortization by charges to Account 414, miscellaneous 
debits to surplus. 

We further find that of the total amount of the write-up created 
through the 1923 and 1924 transactions, $120,000 represents discount 
on the 35,000 shares of Minnesota’s 7-percent preferred stock and 
$739,700 represents discount on the 65,000 shares of Minnesota’s 
7-percent second preferred stock (now $6 preferred stock) delivered 
by Minnesota to American as a part of the consideration for the 
assets transferred to it. We find that such discount, in the total 
amount of $859,700, should be transferred to Account 150, discount on 


* Principal amount of Minnesota’s First and Refunding Mortgage Gold 
ON nec ei cca ni Uninc agee $12, 300, 000 
Cash value of above at date of delivery to American 11, 373, 750 


Diseount on bonds 926, 250 


* Par value of 100,000 shares of Minnesota’s 7 percent Preferred and 7 per- 
cent Second Preferred Stock $10, 000, 000 


Cash value at dates of delivery to American 9, 140, 300 


Discount 859, 700 
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capital stock, and thereafter accounted for as provided by our Uniform 
System of Accounts. 

With respect to the $328,910.37 classified in Account 107, represent- 
ing expenses incurred on the sale of Minnesota’s preferred stock 
delivered to American, we find that such amount should be disposed 
of from Account 107 by a charge to Account 151, capital stock expense, 
and thereafter accounted for as provided in our system of accounts. 

The foregoing dispositions leave a balance of $18,561,866.59 in 
Account 107 to be disposed of. That amount clearly has no place in 
the asset accounts of the company. The problem is therefore pre- 
sented of determining how the amount shall be disposed of; that is, 
the account or accounts against which the amount shall be charged off. 
When the foregoing inflation was recorded in the plant accounts an 
offsetting credit was necessarily made to some other account, or 
accounts. The inflation arose in connection with security issues by 
the respondent to its parent company. It is obvious, therefore, that 
the offsetting credit was to a security account—bonds, preferred stock, 
or common stocks. The facts show that the’inflation was associated 
with the issuance of common stock. 

Inasmuch as the inflation of the plant account was accompanied by 
a concurrent and equal inflation of the common stock account, it might 
seem, upon first consideration, that a simple and direct method of 
removing the inflation would be to reverse the entries by charging 
the remaining balance in Account 107 to the common stock account. 
However, this would be tantamount to an involuntary reduction of 
the book or stated value of the common stock, without the company 
having complied with the procedures prescribed under the applicable 
State laws as well as the requirements of other regulatory bodies. 

Since this inflation is associated with the issuance of capital stock 
it could be charged to a capital surplus account. In the instant case 
there is no capital surplus. Despite this it has been suggested that 
such inflation might be written off to a nonexistent capital surplus, 
thus creating a “capital surplus deficit.” A “capital surplus deficit” 
(debit) existing alongside an earned surplus (credit) would produce 
an anomalous and confusing financial statement, to say the least. If 
constructed as a compulsory reduction in the book or stated value of 
the common stock, this method would be subject to the same objections 
as charging the inflation direct to the common stock account. If, on 
the other hand, the capital surplus deficit thus created is given no 
significance, such a disposition of the inflation would be the equivalent 
of no disposition. Even more important is the fact that such a con- 
fusing entry would cast considerable doubt upon the availability for 
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dividend purposes of any amount in the earned surplus account which 
was less than the “capital surplus deficit.” In this connection it is 
appropriate to point out that section 305 (a) of the Act makes it 
unlawful “for any officer or director of any public utility * * * to 
participate in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.” 

The only proper procedure under the circumstances is to order the 
remaining balance in Account 107 ($18,561,866.59) charged to earned 
surplus, with a condition, however, that the company may charge 
$14,500,000 of that amount to a capital surplus created for such pur- 
pose. In the event the company avails itself of this proviso the charge 
to earned surplus will leave a $1,000,000 balance in that account which 
is the equivalent of one year’s preferred stock dividend requirements. 

This disposition is-not inconsistent with the testimony of a company 
witness, Mr. William H. Bell. 


SUBMISSION OF REVISED RECLASSIFICATION AND ORIGINAL COST STUDIES BY 
e MINNESOTA 


In the reclassification of accounts and original cost studies submitted 
by Minnesota to this Commission on December 31, 1940, Minnesota 
failed in many respects to comply with the requirements of our system 
of accounts and our order of May ‘11, 1937. In addition to its failure 
to classify the write-up in its plant accounts in Account 107 and to 
submit a plan for the disposition thereof, Minnesota did not utilize the 
records available to it in ascertaining original cost. Instead Minne- 
sota disregarded such records and embarked upon the computation of 
an estimated original cost based upon conjecture and invalid, improper 
and unsupportable theories and assumptions which involved, among 
other things, reaccounting for general and administrative expenses 
contrary to the express prohibition in electric plant accounts instruc- 
tion 2-B of our system of accounts. Such an estimated original cost 
cannot now, or in the future, be accepted as a substitute for cost where 
records are available, for legitimate estimates where records are not 
available, or for overhead costs recorded in accordance with managerial 
discretion, all as contemplated by our system of accounts.’ Minnesota 
has recognized that its studies require revision and has requested that 
it be afforded a reasonable time within which to complete and submit 
such revised studies with respect to the amounts in its plant accounts 
other than the $20,806,900.98 disposed of herein. 

Based upon the representations made by Minnesota to this Commis- 
sion, Minnesota will be given six months from the date of service of 


* In the Matter of Carolina Power & Light Company, Docket No. IT-5701, Order 
of December 29, 1942. 
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the order we shall enter herein to prepare and submit revised reclassi- 
fication and original cost studies in conformity with our requirements. 
An appropriate order will be issued in accordance with this opinion. 
Letanp O ps. 
Bastu MANLY. 
Crype L. Seavey. 
I concur in result only. 
Joun W. Scorr. 


DISSENTING OPINION 


Draper, Commissioner, dissenting in part: 

I agree with the majority as to the amount of the inflation, but I re- 
gret that I cannot agree with them in their disposal of the amount of 
$18,561,866.59 through Account 271, earned surplus, representing the 
excess of recorded cost on “Minnesota’s” books over cost to “American.” 

It seems to me that in this proceeding we are seeking to correct ac- 
counting records made at the time the transactions were recorded, and 
thus reflect a true picture of the Minnesota Power & Light Company’s 
affairs. But in so doing we should protect the equities of those who 
have contributed actual capital to the enterprise and have a right to 
partake, according to the amount put in, in the surplus profit of the 
company, and ultimately in the dissolution of it, in so much of the 
assets as remain unimpaired. 

It has become too much the habit to make all kinds of accounting 
adjustments through surplus without fully weighing the results of 
such action upon the equities of those who have in good faith put “hard 
cash” or its equivalent into an enterprise, i. e., assets with which to 
carry on its corporate business, the dedication of which to the uses of 
the corporation is the foundation for the issuance of certificates of 
‘apital stock, and which as a result of the dedication, becomes irrevo- 
cably devoted to the satisfaction of all obligations of the corporation. 

Following disposal of part of the write-ups and other erroneous 
charges in Account 107, the majority opinion points out that: 

The foregoing dispositions leave a balance of $18,561,866.59 in Account 107 to be 
disposed of. That amount clearly has no place in the asset accounts of the com- 
pany. The problem is therefore presented of determining how the amount shall 
be disposed of; that is, the account, or accounts, against which the amount shall 
be charged off. 

When the foregoing inflation was recorded in the plant accounts, an offsetting 
credit was necessarily made to some other account, or accounts. The inflation 
arose in connection with security issues by the respondent to its parent compny. 
It is obvious, therefore, that the offsetting credit was to a security account—bonds, 


preferred stock, or common stock. The facts show that the inflation was associ- 
ated with the issuance of common stock. 
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They further state: 


Inasmuch as the inflation of the plant account was accompanied by a concurrent 
and equal inflation of the common stock account, it might seem, upon first con- 
sideration, that a simple and direct method of removing the inflation would be to 
reverse the entries by charging the remaining balance in Account 107 to the 
common stock account. 

However, they discard this “simple and direct method” and by order 
direct part of the amount to be charged to earned surplus and give the 
company the option of charging the remainder to that account or to 
capital surplus if such a surplus is created. 

It is admitted by the majority that since this inflation is associated 
with the issuance of capital stock, it could be charged to a capital 
surplus account, but they add “In the instant case there is no capital 
surplus.” Thus they reason that because of this situation the amount 
representing a liability of the company, although as admitted, existing 
assets do not warrant, shall remain as such until an equivalent amount 
can be built up in the earned surplus account from earnings. During 
the period required for such accumulation of funds, no dividends can 
be paid to the holders of the preferred stock—people who have paid in 
“hard cash,” except from the small balance (about one year’s require- 
ments) which will remain in the earned surplus account by reason of 
the action of the majority. Therefore, the action of the majority will 
result in building up an equity behind this common stock which it is 
said represents an offsetting credit to an inflation amounting to 
$18,561,866.59 and, as I view it, at the expense of those who made the 
company possible by reason of their actual subscriptions thereto. 
After having told “American” that there is no equity behind its com- 
mon stock, are they not saying, “Just wait a few years and we will 
provide the equity now nonexistent by impounding the earnings which 
would otherwise be paid to or belong to the stockholders who have 
subscribed to the enterprise”? 

In my opinion the amount in question should be charged to the 
common stock account, thus correcting the original erroneous entry, 
and not as proposed to earned surplus. 


CONCURRING OPINION 


Szavey, Commissioner, concurring : 

I concur fully in the opinion of the majority. 

The situation here is a difficult one because it may involve proce- 
dures beyond the scope of accounting. It is rooted in the actual issu- 
ance of stock in 1923 and 1924 back of which there is only control and 


no substantial equity and upon which fictitious basis the book accounts 
were inflated. 
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The dissent would have this Commission, which has no statutory 
control over the stock, write the amount in question off the books 
through the common stock account, leaving the amount of stock out- 
standing in conflict with the amount reflected on the books. The 
amount of stock of a corporation cannot be reduced by the simple 
process of an accounting entry. As indicated in the majority opinion, 
appropriate procedure under the laws of the domicile of the corpora- 
tion should be observed. 

I am of the belief that the proposal in the dissenting opinion would 
not accomplish the result sought. If the inflation is charged to the 
common stock account obviously impairment of common stock is dis- 
closed. Undoubtedly the directors would not declare dividends in 
face of such disclosed capital impairment. Thus, the only relief which 
here can be afforded preferred stockholders by this Commission is that 
set forth in the majority opinion. 

Aside from the futility of the action proposed by the dissent, the 
Commission I believe, would be exceeding its legal authority. How- 
ever much temptation may have urged it, this Commission has up to 
the present time diligently attempted to stay within the clear man- 
date of the law governing it, and I concur in the decision of the ma- 
jority to continue that policy. 


SUPPLEMENTAL DISSENTING OPINION 


Draper, Commissioner, dissenting (supplemental) : 

As stated by me this is a proceeding to correct the accounting records 
of the respondent. This, I believe, is recognized by all of us and the 
only difference between the majority and me is in respect to the method 
to be followed. 

My position is based upon my acceptance of the doctrine laid down 
by the Supreme Court of the United States that “a power of Govern- 
ment which actually exists is not lost by nonuse.” The fact, there- 
fore, that the power of regulating the manner of keeping the accounts 
by this company was not exercised for twenty years after the erroneous 
entry was made is unimportant. Nor does it affect the case, that before 
the power was exercised the company had issued the common stock 
and made the entries here in question. The respondent was subject 
at all times to laws, such as the Federal Power Act, which the Con- 
gress of the United States might from time to time enact. 

Therefore, it seems clear that there is ample legal authority to sup- 
port my position. 


582231—44—-vol. 3-26 
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Order directing accounting entries, disposition of amounts in account 
107, and submission of revised reclassification of accounts and 
original cost studies 


Minnesota Power & Light Company 


(IT-5769) 


Upon consideration of the previous orders in this proceeding, the 
reclassification of accounts and original cost studies submitted to this 
Commission by Minnesota Power & Light Company (hereinafter 
called “Minnesota”), the staff report, the stipulation of October 1, 
1942, Minnesota’s response to the order to show cause of February 
3, 1942, and other documents filed, and having on this date made 
and entered its opinion with findings, in this matter, which is incor- 
porated by reference as a part hereof; 

The Commission orders that: 

(A) Minnesota transfer from Account 100.6, electric plant in 
process of reclassification, to Account 107, electric plant adjustments, 
an amount of $20,806,900.98 ; 


(B) Minnesota dispose of the amount of $20,806,900.98, established 
in Account 107, as follows: 


To Account 150, discount on capital stock, representing discount 

on the 7% preferred stock and 7% second preferred stock 

(now $6 preferred stock) delivered by Minnesota to American_- $859, 700. 00 
To Account 151, capital stock expense, representing expenses in- 

curred on the 7% preferred stock and the $6 preferred stock___ 328, 910. 37 
To Minnesota’s “contingency reserve” account, representing the 

balance of the contingency reserve created by a charge 

to plant 130, 174. 02 
To Account 140, unamortized debt discount and expense, repre- 

senting the bond discount and expense incurred in connection 

with the bonds delivered by Minnesota to Amefican, which is 

amortizable over a period of 100 months ending with October 

31, 1950, by monthly charges to Account 531, amortization of 

debt discount and expense; provided, however, that Minnesota 

may accelerate such amortization by charges to Account 414, 

miscellaneous debits to surplus._...........-....-.-_.--_~-- 287, 044. 00 
To Account 271, earned surplus, representing the balance of bond 

discount and expense incurred on bonds delivered by Minnesota 

to American 639, 206. 00 
To Account 271, earned surplus, representing a portion of the 

excess of recorded cost on Minnesota’s books over cost 

OY I a is cc Se ca catia asta ected iti cee _..__ 4, 061, 866. 59 
To Account 271, earned surplus, or, if created for such purpose, 

to Account 270, capital surplus, representing the balance of the 

excess of recorded cost on Minnesota’s books over cost 

to American 


Total 
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(C) Minnesota prepare and submit to this Commission, within 
six months from the date of this order, revised reclassification and 
original cost studies respecting the amounts in its plant accounts other 
than the $20,806,900.98 disposed of herein, in conformity with the 
requirements of the Commission’s Uniform System of Accounts 
and its order of May 11, 1937; upon condition that Minnesota submit 
monthly reports, in duplicate, to the Commission, within ten (10) 
days after the close of each calendar month from the date hereof, 
showing in detail the progress made during the preceding month 
concerning its compliance with such requirements ; 

(D) Minnesota submit certified copies of the journal entries 
required under the provisions of paragraphs (A) and (B) hereof 
within sixty (60) days from the date of this order. 

(E) The provisions of this order are not to be construed as dis- 
pensing with the necessity for full compliance with the requirements 
of the Public Utility Holding Company Act of 1935 and the rules, 


regulations, and orders issued by the Securities and Exchange Com- 
mission. 





LOUISIANA PUBLIC SERVICE COMMISSION, COMPLAIN- 
ANT v. UNITED GAS PIPE LINE COMPANY, DEFENDANT 


IN THE MATTER OF 


UNITED GAS PIPE LINE COMPANY 


CITY OF JACKSON, MISSISSIPPI, COMPLAINANT ov. 
UNITED GAS PIPE LINE COMPANY, DEFENDANT 


IN THE MATTER OF 
UNITED GAS PIPE LINE COMPANY 


Cooperative Procedure in Investigation on Complaint and Commission’s 
Own Motion of Rates Charged for the Sale of Natural Gas in Interstate 
Commerce 

G-133, G-148, G-157, and G-193 


(Decided April 16, 1943) 
Syllabus 


. Reduction in rates arrived at by application of principles laid down in 
Commission’s decisions in other natural gas cases, including the elimi- 
nation of write-ups, the determination of the proper depreciation re- 
serve and allowance of a 6% percent rate of return, ete. P. 404. 

2. An over-all reduction of rates for sales of natural gas for resale for 
domestic and commercial consumption arrived at through conferences 
between natural-gas company and Commission, allocated to seven “rate 
areas” in accordance with Commission's established policy of endeavor- 
ing to obtain uniform rates to widest extent feasible. Lower rates 
in Houston, Beaumont, and New Orleans areas due solely to very close 
proximity to sources of natural gas. P. 405. 

. The ultimate purpose of the Commission’s rate regulatory activities under 
the Natural Gas Act is the assurance of reasonable rates for ultimate 
consumers. P. 406. 

. The Commission anticipates that the rate reductions will be passed on 
to ultimate consumers by the distributors. P. 406. 


By THE CoMMISSION : 


MeEmorRANDUM OPINION 


These proceedings had their inception with the filing of a complaint 
by the Louisiana Public Service Commission against United Gas Pipe 
Line Company ' (docket No. G-133) , wherein it is alleged, in substance, 


1 Hereinafter sometimes referred to as “United” or “Company.” 
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that the rates charged by the Company for the transportation and sale 
of natural gas in interstate commerce for resale are unjust and unrea- 
sonable, and should be reduced; and requesting the Commission to 
institute an investigation of the rates and charges of the company for 
the purpose of fixing just and reasonable rates. 

On December 5, 1939, the Commission, acting on its own motion, 
entered an order (docket No. G—148) instituting a general investiga- 
tion of United for the purpose of determining, among other matters, 
whether the rates and charges of the company for the sale and trans- 
portation of natural gas subject to the Commission’s jurisdiction are 
unjust, unreasonable, unduly discriminatory, or preferential. Subse- 
quently, the cities of Jackson, Hattiesburg, and New Orleans, and the 
Willmut Gas and Oil Co. of Hattiesburg, filed petitions asking leave 
to intervene in these proceedings. Orders granting limited interven- 
tion to each of the petitioners were entered by the Commission. 

Complaint against United, protesting certain changes in rates, was 
filed by the City of Jackson, Mississippi (docket No. G—157) ; and in 
docket No. G—193, the Commission, acting upon its own motion, en- 
tered an order directing United to show cause why certain rates for 
natural gas should not be made available to the Hattiesburg Gas Co, 
of Hattiesburg, Mississippi. The subject matter of these two pro- 
ceedings, as well as that of docket No. G—133, was included in the 
investigation by the Commission’s staff in docket No. G-148. 

Upon completion of the field work, the Commission’s staff assembled 
its material in exhibit form, showing the conclusions reached and the 
basic facts supporting such conclusions. United had also completed 
its exhibits, preparatory for a hearing in these proceedings, and on 
December 11, 1942, filed an application for a prehearing conference, 
as provided in section 50.59A of the Provisional Rules of Practice and 
Regulations under the Natural Gas Act, as amended. The applica- 
tion was granted, and after an exchange of exhibits, the date and place 
of such conference was fixed for February 10, 1943, in the Federal 
Building at Shreveport, Louisiana. 

As a result of this conference United agreed to file, and on April 1, 
1943, did file with the Commission amendatory contracts effecting a 
reduction of rates for resale gas, for domestic and commercial con- 
sumption in the sum of $2,195,287, annually, based upon revenues for 
the year 1942. Prior to the filing by United of these amendatory 
contracts, the complainants and interveners were fully advised of the 
details of the proposed rate reduction at conferences held in the 
Commission’s offices in Washington, D. C., on March 22 and 23, 1943. 

We have accepted for filing the rate schedules submitted by United, 
and by the attached order make them applicable to sales and deliveries 
of natural gas (for resale for domestic and commercial use), on and 
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after either March 20, March 26, April 1, or April 10, 1948, as provided 
in the established monthly billing periods. 

The proceedings have been carried out with the full cooperation of 
the original complainant, Louisiana Public Service Commission. By 
the procedure followed in these matters, the company, the consumers, 
the Commission, and the taxpayers are saved considerable expense 
that would have been incurred if the matter had proceeded to formal 
hearings. There is also avoided the delay in rate reductions that 
might otherwise have occurred. 

In arriving at the amount of the reduction which United agreed to 
make, the staff applied the principles laid down in our decisions in 
other natural-gas rate cases,’ including the elimination of write-ups, 
the determination of the proper depreciation reserve, and allowance 
of a 614 percent rate of return, etc. 


UNITED GAS PIPE LINE SYSTEM 


The United Gas Pipe Line Company owns and operates a natural 
gas pipe line system consisting of approximately 5,900 miles of pipe 
lines. The principal properties are located in Alabama, Florida, 
Louisiana, Mississippi, and Texas. United purchases its entire re- 
quirements of natural gas from producers in Texas, Louisiana, and 
Mississippi. The gas so purchased is transmitted by United through 


its pipe line system and sold to industrials, distribution companies and 
other pipe line companies in the above-mentioned States.’ 

United sells natural gas (a) directly to industrials for consumers’ 
own use; and (5) to pipe line companies who transport and resell the 
gas at the city gates of St. Louis, Memphis, Birmingham, and Atlanta 
and other points; and (c) to 45 distribution companies serving 265 
communities having a total population in excess of two and one-half 
million, including the cities of San Antonio, New Orleans, Wichita 
Falls, Austin, Beaumont, Jackson, Mobile, and Pensacola. Through 
its affiliate, Houston Gulf Gas Company, United also supplies a por- 
tion of the requirements of natural gas at the city gate of Houston. 
Approximately 52 percent of United’s total sales are made directly 
to industrials for consumers’ own use. 


ALLOCATION OF REDUCTION 


The over-all reduction of $2,195,287.00 has been allocated to “rate 
areas” in accordance with the Commission’s established policy of 


2 Caadian River Gas Company, et al., supra, p. 32; Lone Star Gas Company (Order 
entered May 4, 1942) ; Hope Natural Gas Company, supra, p. 150; Panhandle Eastern Pipe 
Line Company, supra, p. 273; Hl Paso Natural Gas Company (Order entered October 29, 
1942). See also, Northern Natural Gas Company, supra, p. 877, where a similar rate 
reduction, based upon the principles laid down in the foregoing proceedings, was obtained 
by conference procedure. 


®In docket No. G—232, United was held to be a “natural gas company,” as defined in the 
Natural Gas Act. 
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endeavoring to obtain uniform rates to the widest extent feasible. In 
determining areas where uniform rates should prevail, considera- 
tion is given to the relative cost of_rendering service, the location of 
gas fields, natural boundaries, and the general characteristics of the 
region. In other words, our purpose is to encourage the establishment 
of uniform rates in regions where substantially the same operating and 
natural] conditions prevail, starting with the premise that the widest 
areas practicable in terms of average costs and physical characteristies 
of service, should be. designated. 

In accordance with these principles, for the purpose of allocating the 
over-all rate reduction, the territory of the company was divided into 
7 rate areas, as follows: 

San Antonio Area.—Generally west of Edna, Texas, and southward 
from Austin; it includes both Austin and San Antonio. 

Wichita Falls Area.—From Wichita Falls, Texas, northwest to the 
Amarillo gas field. This area is not connected with the main United 
system. 

Central Area—Generally from Fort Worth, Texas, east to the 
Mississippi River and from the northern boundary of Louisiana to the 
Gulf, with two exceptions, namely Houston and vicinity and Beau- 
mont and vicinity. 

Houston Area—Houston, Texas, and environs. 

Seaumont Area.—Beaumont, Texas, and environs. 

Jackson Area——From the Mississippi River east to Pensacola, 
Florida, but not including the New Orleans area. The Jackson area 
includes Jackson, Mississippi; Mobile, Alabama; and Pensacola, 
Florida. 

New Orleans Area—City of New Orleans and environs. 

The following tabulation shows the rates per M. c. f. in each area 
prior to and after the rate reduction : 


Old rates New rates 


Cents | Cents 


It will be noted that the new rate for Houston, Beaumont, and 
New Orleans is 15 cents, which is considerably lower than the rates 
for the other areas. This lower rate is due solely to the very close 
proximity of each of these areas to the sources of natural gas. 

The instant reduction to the New Orleans area for domestic and 
commercial gas amounts to $66,049. This is in addition to an annual 
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reduction to this same class of sales for resale in the New Orleans area 
that was made in 1942 (retroactive to August 1941) of $162,094.+ 
Thus, the total annual reduction to this area since this case started 
amounts to $228,143. Furthermore, the contract between United and 
New Orleans Public Service, Inc., which will be superseded by the new 
rates, provided for a nominal domestic gate rate of 30 cents per M. c. f. 
The contract provided for a credit, against this rate, of 3.65 cents per 
M. c. f. for each billion cubic feet of gas sold by United to the New 
Orleans company for use in its power plant. The maximum credit 
allowed was 14.6 cents per M. c. f., making possible a minimum domes- 
tic gate rate of 15.4 cents per M. c. f., dependent upon the continued use 
of a certain minimum amount of gas in the New Orleans Public Serv- 
ice, Inc., power plant. Almost 100-percent increase in the price of gas 
was possible under the terms of this contract. The new rate rectifies 
this situation. The 15-cent rate will be independent of the power- 
plant usage. 

A very substantial part of the gas consumed in the City of New 
Orleans is transported by Interstate Natural Gas Company, Inc., for 
United and in addition United purchases gas from Interstate. Any 
reduction in the charges of Interstate will result in a further reduction 
in the New Orleans gate rate. Proceedings involving Interstate’s 
‘ates were instituted some time ago; hearings have been held and 


briefs filed therein (docket No. G-149). This matter is under active 
consideration by the Commission and an early decision will be ren- 
dered. (See infra, p. 416.) 


BENEFITS TO RETAIL CONSUMERS 


The Commission is not unmindful of the fact that the ultimate 
purpose of its rate regulatory activities under the Natural Gas Act is 
the assurance of reasonable rates for ultimate consumers. This pur- 
pose has been recognized by the Courts, particularly the United States 
Circuit Court of Appeals for the Seventh Cireuit in eonneetion with 
the Commission’s order involving the rates of the Natural Gas 
Pipeline Company of America and Texoma Natural Gas Company.’ 
The Commission anticipates that the rate reductions will be passed 
on to ultimate consumers by the distributors. 

It is sometimes mistakenly assumed that the Federal Power Com- 
mission has jurisdiction over retail rates to the ultimate consumer, 
but this is not so. Its jurisdiction is over certain sales for resale 


*A portion of this reduction was absorbed by Interstate Natural Gas Company, Inc., by 
a simultaneous reduction in charges to United. 

5 Natural Gas Pipeline Company et al. v. Federal. Power Commission, 131 F. (2d) 187. 
See also, Mississippi River Fuet Corp. v. Federal Power Commission, 121 F. (2d) 159,,164 
(C. C. A. 8th). 
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only. The city gate rate, although important, is not the only factor 
in the retail rate. In certain cases the controlling factor is the dis- 
tribution company’s spread between-the city gate and the retail rate, 
which is subject to state or local authority. 

Exhibit A to the attached order lists all the distributors which 
purchase gas from United and its affiliate, Houston Gulf Gas Company. 
A summary of the total amount of the reduction applicable to each 
distributor is shown on p. 410 in the exhibit. On the remaining 
pages of the exhibit there is listed each community served by dis- 
tributors and the amount of reduction applicable to such community. 
This information is attached to the order for the purpose of advising 
each distributor and each community of the estimated reduction appli- 
cable to it, thereby enabling prompt consideration of an appropriate 
reduction in the retail rate in each case. 

Exhibit B to the attached order lists the rate schedules filed by 
United and gives the effective date of each. 

LeLanp OLps. 
Ciaupe L. Draper. 
Basiz Many. 
Cryve L. Seaver. 


GON CURRING OPINION 


Scorr, Commissioner, concurring in the result: 

I concur in the conclusion of the majority that the proposed rate 
reduction be made effective. I feel constrained, however, to disagree 
with my associates concerning the method used in disposing of these 
proceedings. 

The investigation is terminated and reduced rates become effective 
without the Commission specifically determining a rate base, or find- 
ing the amount of any write-ups, the original cost of utility plant, ac- 
crued depreciation, working capital, operating expenses, annual de- 
preciation expense, taxes, rate of return, the inadequacy of the com- 
pany’s depreciation reserve, and the reasonableness of charges paid 
by this company to an affiliate for gas purchased. 

I regret that specific findings have not been made concerning these 
matters. I recognize, however, the desirability, during the war period, 
of making every reasonable effort to reduce the time involved in rate 
matters. In this regard the Commission has an enviable record of dis- 
posing of other rate cases in an expeditious manner. Several cases, in 
fact, have been settled by negotiation. I believe, however, that the 
public interest requires not only that rates be reduced from time to 
time, but also that their reasonableness be tested only after and upon 
the establishment of a rate base and a determination of the concomi- 
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tant factors related thereto. If these findings are not made, compli- 
cations and difficulties mgy arise later between the pipe line company 
and distributing companies which may result in misunderstanding and 
delay or reduce the benefit that really belongs to the consumers. It 
may even necessitate, at some future date, a further extensive inves- 
tigation. 

The majority states that it is anticipated “* * * that the rate 
reductions will be passed on to ultimate consumers by the distributors.” 
Reference to Exhibit A, attached to the order, clearly reveals that 
the largest distributor and largest single beneficiary from the reduced 
rates is the United Gas Corporation, parent of the United Gas Pipe 
Line Company. This distributor will receive $721,172, or 33 percent 
of the total reduction. Both of these companies are a part of the Elec- 
tric Bond & Share system. In addition, several of the other dis- 
tributing companies are a part of the same utility system. Adding 
the reduction to these affiliated distributors to the amount applicable to . 
the United Gas Corporation increases the reduction to the Electric 
Bond & Share properties to approximately 40 percent of the total 
reduction provided by the new rates. This great benefit accrues to 
them, but we are without any commitment or assurance that it will 
be passed on to the ultimate consumer.® If it is not passed on, a large 
portion of the reduction in rates will merely represent a shifting of 
profits between companies in the same holding company system. 

The rates of the United Gas Pipe Line Company obviously are un- 
reasonable. I do not desire to withhold from the consumers a sub- 
stantial reduction in rates. For that reason I concur in the result ob- 
tained, with the hope that the consumers receive the full benefits to 
which they are entitled. 

The views herein expressed, as to the nature of our responsibility in 
connection with the performance of the rate-making function, I be- 
lieve to be the essence of sound regulation. If they are accepted and 
followed, no insurmountable obstacle to effecting rate reductions by the 
conference method will ensue. They should be the rock-bottom mini- 
mum requirements in carrying on our work in the rate-making field. 
To continue the use of such standards assures a means of protecting 
the public and imposes no unreasonable restraint on the utility. 


*In the Natural Gas Pipeline Company case, supra, United States Circuit Court of 
Appeals, Seventh Circuit, the court required the entire amount of the refund resulting from 
a rate reduction order of this Commission to be passed on to the consumer. 
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Order making effective reductions in rates 


Louisiana Public Service Commission, Complainant v. United Gas 
Pipe Line Company, Defendant; United Gas Pipe Line Company; 
City of Jackson, Mississippi, Complainant v. United Gas Pipe Line 
Company, Defendant; United Gas Pipe Line Company 


(G-133, G-148, G-157, G-193) 


It appearing to the Commission that : 

(a) Pursuant to the request of the United Gas Pipe Line Company, 
a prehearing conference was held in these proceedings on February 
10, 11, and 12, 1943, under the provisions of Sec. 50.59A of the Pro- 
visional Rules of Practice and Regulations under the Natural Gas 
Act, as amended ; 

(6) As a result of the said conference United, on April 1, 1943, 
filed certain revisions in its contracts for the sale of natural gas for 
resale, representing an annual reduction in the sum of $2,195,287, 
the details of such reduction by distributors and communities being 
attached hereto as Exhibit A and made a part hereof ; 

(c) United has made application that the reduced rates contained 
in the rate schedules in the attached Exhibit B be allowed to take 
effect on either March 20, March 26, April 1, or April 10, 1943, as 
provided in the respective billing periods; and it is in the public 
interest that such effective dates be established ; 

Now, therefore, in view of the foregoing, and for the reasons set 
forth in its opinion in this matter issued with this order and, by 
reference, made a part hereof ; 

It is ordered that : 

(A) The rate schedules of United Gas Pipe Line Company, as de- 
scribed in the attached Exhibit B, be and they are hereby permitted 
to take effect on and after March 20, March 26, April 1, or April 10, 
1943, as provided in the respective established billing periods; 

(B) The aforesaid rate schedules shall be deemed to have been 
filed and published in compliance with the Natural Gas Act; 

(C) The proceedings in the above-named and numbered dockets 
be and they are hereby terminated. 





FEDERAL POWER COMMISSION 


Exhibit A 


Summary Sheet 


Unrtep Gas Pires Ling Company 


Estimated effect of new rates, based on the 12 months ended December 31, 1942 


Actual rev- od 
Purchasing company enue, domestic | Revenue under | Reduction in 


| 

| e 2g venues 
and commerc a new rates | alee 

| 


(A) City gate deliveries: 

Baldwin, town of 4 ‘ $647 
Barmore, Clarence . ie as aaa 166 117 
Bay St. Louis, city of 8, 287 | 6, 906 
Breaux Bridge, town of... - ;  ssteetankckehall 3, 996 | 2, 812 | 
City Gas Co 49,771 46, 084 
Delcambre, village of_................-..-..---- 1,477 | 1, 089 | 
Glenmora, town of din | 3, 996 2,812 
Granfield Gas Co cool 4, 138 3, 979 | 
Gulf Power Co. | 87, 476 | 72, 897 
Hattiesburg Gas Co__-- woe aa tenon | 9, 334 | 6, 199 
Kaplan, city of_. H 5, 510 | 3, 878 
Louisiana Power & Light Co_._._-_-_- antinwtl 227, 546 | 246, 269 | 
Louisiana Public Utilities, Ine__.-.----------- 65,481 46, 079 
Mississippi Power & Light Co_............--- 301, 889 | 251, 574 
Mobile Gas Service Corporation ; | 320, 547 267, 123 | 
Mounds, village of ‘ Stade 253 160 
New Orleans Public Service, Inc. --------_- 693, 668 | 675, 651 
Norco Gas & Fuel-Co eke | 486 | 243 
Palestine Light, Heat & Power Co.___- beecal 32, 978 | 29, 434 
Pascagoula, city of......................-........| 27, 392 | 22, 827 
Picayune, city of_.__- 7, 175 5, 979 
San Antonio Public Service Co- podecrbashe 1, 155, 774 851, 343 | 
Scott, town of- 1, 377 969 
Southwestern Gas & Electric Co. whan 137, 808 | 114, 840 
Struve, C. A 502 | 383 
Sunset, village of. ehuabedad | 1, 784 | 1, 255 
Texas Public Service Co. -- ; 344, 520 | 272, 658 
Tyler Gas Service Co 7 scthantie 120, 392 101, 665 18,727 
United Gas Corporation. --..............---- | 2, 010, 631 | 1, 514, 864 495, 767 
Van, city of 296 | 187 | 
Wilmut Gas & Of] Co........................-. 159, 307 | 132, 756 | 


Total 5, 784, 966 | 4, 583, 629 | 





(B) ee to pipeline companies in the Monroe } | 
field: 
Memphis Natural Gas Company 455, 460 | 315, 286 
Mississippi River Fuel Corporation. -_-_.----- ~ 1, 470, 408 | 1, 047, 872 
Southern Natural Gas Co._.........-.....-- cman 1, 327, 422 | 1, 134, 571 


\ 








(C) City gate deliveries: 
Houston, city of... : : 
Houston Natural Gas Co.. 9, 242 
United Gas Corporation a | ; 665, 465 | 





1 This is in addition to the reduction of $162,094 made during the pendency of these proceedings. 
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(Detail points of delivery) 
Untrep Gas Pips Line Company 


Estimated effect of new rates, based on the 12 months ended December 31, 1942 
CITY GATE DELIVERIES 


Actual revenue, 
Purchasing company and community domestic and Reve =ae under) Reduction 
: commercial new rates in revenues 


Baldwin, town of Baldwin Louisiana 3019 $647 $272 

Barmore, Clarence, Lisbon Field... . do 166 117 49 

Bay St. Louis, city ‘of Bay St. Louis_| Mississippi ; 8, 287 6, 906 1, 381 

Breaux Bridge, town of Breaux | Louisiana 3, 906 2,812 | 1, 184 

Bridge. | 

City Gas Co.: 
Archer City nae  —— . i, 107 | 5, 655 452 
Clarendon ; itibhenintdtioas , 935 | 16, 606 1,329 
Hedley é do 3, 818 | 3, 535 283 
Hoiiiday 4 do 2, 682 2, 484 1u8 
Lelia Lake ‘ do : . 252 1,159 93 
Megargel do , M1 1, 704 137 
Olney do 5, 136 14, 941 1, 195 


Total. ......- ‘ , 77 46, 084 | 3, 687 


Delcambre, village of Delcambre Louisiana = ,477 1,039 438 
Glenmore, town of Glenmore | 3, 996 2,812 1,184 
Granfield Gas Co , 138 | 3, 979 159 
Gulf Power Co.: Pensacola and area_| Florida : , 476 72, 897 14, 579 
Hattiesburg Gas Co.: Harvey and | Mississippi 9, 334 5, 199 3,135 

Petal. 
Kaplan, city of Kaplan | Louisiana , 510 3, 878 1,632 


Louisiana Power & Light;Co. 
Archibald WS in betel 741 | 522 219 
Amite : do | , 711 | 5, 592 1,119 
Baskin . do , 509 | , 062 447 
Covington do 737 | , 114 1,623 
Delhi do..... 167 , 932 | 1, 235 
Epps do... 380 | 267 113 
Hammond do 984 | , 654 2, 330 
Hodge-Jonesboro _.do 620 , 325 7, 295 
Independence | do , 274 | 254 
Lake Providence. | do... i, 710 2, 825 
Mandeville do... , 746 349 
Mangham___. do , O44 861 
New Orleans area do_.. 795 47,789 
Oak Grove do... 3, 453 1, 455 
Ponchatoula. _- do_._. 3, 070 614 
Rayville do... 9,174 3, 863 
Slidell. do... , 629 926 
Tallulah do. 9, 187 3, 868 
Winnsboro. , do 719 4, 092 


Total enapee 81, 27 


t= 
FPN FS POMS 


= 





Nits es 
SPP eee 


Louisiana Public Utilities, Inc. | 
Lafayette__.....- Louisiana... 65, 48 b 19, 402 


Mississippi Power & Light Co. 
Benton___. oe Mississippi_.___--.| 57 96 
Clinton ‘ do. mace 
Jackson and Alta Woods do... 

Raymond. ; iene ’ 
Rural siete ; do_... : , 180 








Mobile Gas Service Corporation: | Alabama | 320, 547 
Mobile and area. 

Mounds, village of Mounds | Louisiana 253 | 

New Orleans Public Service, Inc.: do 503, 668 
New Orleans and area. 

Norco Gas & Fuel Co.: St. Rose ___| do... Pace 486 | 

Palestine Light, Heat & Power Co.: | Texas 32, 978 
Palestine. 

Pascagoula, city of Pascagoula Mississippi--..... 27, 392 

Picayune, city of Picayune do... 7, 175 5, 979 

San Antonio Public Service Co.: | Texas- Soe aas 1, 155, 774 51, 343 
San Antonio and area. 

Scott, town of Scott Louisiana 1,377 969 

Southwestern Gas & Electric Co.: | Mississippi__- 137, 808 , 840 
Gulfport and area. 

Struve, C. A.: Campbellton ...| Texas ; 592 

Sunset, village of Sunset w..) Louisiana. .-.-._. 1, 784 

Texas Public Service Co.: Austin Texas.__- ee 344, 520 

Tyler Gas Service Co.: Tyler j rie a 120, 392 
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CITY GATE DELIVERIES—Continued 


Actual rev- | | . 
Purchasing company and community enue, domestic veers ——~- in 
and commercial ‘ | revenues 


United Gas naman | 
Abbeyville_____- ....-------| Louisiana cant $18, 584 | $13, 078 | 
GR i cipoemtcen . : Texas ae 1, 097 1, 016 | 
Aguilares : matewawwm yritein Seine | 142 | 104 | 
Amelia _.. alcceddOs<tvacsercecoe! 1, 310 983 
Aransas Pass__. ..-do__.. : 12, 513 8, 806 | 
Arp aowiheaes ag unbosonndiinesctl .. 3, 376 2, 851 
Seriren . ....-d0__._. : 8,431 | 6, 183 
Beaumont and Lamar Addition |- do 200, 244 150, 083 
Big Sandy do . 2, 954 | 1, 871 
Bogalousa and Terrace _- Louisiana : 36, 045 | 30, 036 | 
Brookhaven ae Mississippi 25, 780 21, 484 
Broussard__._......___- . Louisiana 1,717 | 1, 208 | 
Bruni eS Texas 1, 636 1, 200 | 
TR do 683 | 501 
| Se : . do 996 | 701 
Bunkie____- ..| Louisiana | , 718 8, 245 | 
Burkburnett_____._____- | Texas | 432 | 13, 363 
Caldwood Acres_...____- do , 446 | 1, 085 

i ; .-do__. . 414 350 | 
Carthage......____- 7 | do | , O2R 6, 351 
Center —_ do 823 8, 754 
Cestahowa_______- . | do s4 62 | 
Cheneyville f | Louisiana | 026 1, 426 
Childress ~deecinkenebawe | Texas. ___- 056 | 40, 793 | 
Chillicothe sabes £. do ; , 421 4,094 | 
Churchpoint ...-.-.......| Louisiana | 935 3, 473 
Cibolo on . ...| Texas 32) 236 
Cleveland : _..| do . , 360 5, 180 | 
Columbia... ._._._..-- Mississippi 5, 663 13, 053 
Converse... _- ........| Texas ; 404 340 | 
Corrigan . do 730 921 | 
Cottonport Louisiana | . 490 752 
Crockett . . Texas } 3, 780 727 | 
Crosby ____- aes do , 044 438 
Crowley weicen Louisiana . 31, 108 887 | 
Crystal Springs - ...| Mississippi 9, 875 229 
Dayton___. séu . Texas 5, 561 913 | 
DeQuincy____- _.| Louisiana , 130 O18 
DeRidder__......--____- | do | 5, 216 

D’Hannis._. ...-.......| Texas 373 27 


i) 
” £2 90 = = 0 = 


. 707 
Dittlinger_____ Ja do a 70 51 | 
Dodson. ____.___- 7 .-.do 080 , 926 
East Moreland ___- . Gee cace aus 635 | , 381 
Edgewood...__...__- wascmlsancicteGasksawanén 218 » 405 | 
Elgin hutinaddbtnihanasoane do... 2. 100 5, 207 
Elkhart coca .do 810 | , 146 
Ellisville Mississippi 040 | : | 
Elton . onto Louisiana. 
Elysian Fields_ . | Texas. __- 
Erath | Louisiana 
Estherwood Community nee do.. 
Falls City Texas 
Floresvillie___- ieaseceseuds do 
Franklin Louisiana 
Garrison. ...| Texas 
Gas Ridge, Farm Taps do 
Gladewater and Primrose. ___._|_....do 
Goodrich 
Grand Saline 
Grapeland____. belhande 
Green Bayou and Nira Park 
Greggton___ 
Gregory. 
Groveton 
Halletsville _ _ 
Halisville . recnctil 
Hazlehurst_....._...____- i Mississippi_- 
Hebbronville____- — Texas 
Henderson - sdnooke Mica Gieisncces 
Hessmer- - Secseusua ae 
Hondo. ____. 


SO gt g2 80 399 


A] 


_ 


Ingleside. ____ . ‘ : 
Iowa Rok . _..| Louisiana 
Towa Park_....................| Texas . 
Jacksonville Sen SS 
Jasper... _- > ae 
Jean... > jesse ens 
Jeanerette ..| Louisiana 
Jennings.........._.____. ey 


~ 
NOP PPP > 


= 
SP 
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CITY GATE DELIVERIES—Continued 


: Actual rev- | hin 4 wae 
Purchasing company and community enue, domestic | **®venue under | Reduction in 
\Gndcommercial| 2°W rates | Tevenues 


United Gas Corporation—Con. | 
Jonesville Senase F = een $317 
ERGs CRY «. nc cesncoceccccesehecnceOth 4,124 
Kenedy sed ovdunes 11, 071 
Kilgore... — 41, 878 
Kinder-_- seve eehe~ ..-| Louisiana. at 2, 056 
Kirbyville--_........-.- -----| Texas 4, 190 
EE cnccescontdacesvescoescetlassmmossd 2, 109 
kyle ined cin 1, 411 
TO cachadubnbbhdndenkadid sé Mass bes 512 
RED... . .sccnntinawceda . on nae 6, 453 
ee eee eee 971 
Lake Cinarles__..---. homes Louisiana 107, 285 
ON ae -| Texas die laabent 04, 374 
PS EE --------| Mississipp 68, 003 
Le Compte......-..----.-------| Louisiana - 3, 523 
Leevilk FS ee do . 16, 355 
Liberty Scaceccenccceccesceas BONED ce cncnccene 13, 686 
ZAMGONS. . ... 220250 do a 2, 659 
Lisbon......-.- giobdees -| Louisiana. 971 
Livingston_.- -- . . Texas <i 11, 027 
Longview and Humble Addi- ...do_. ae 52, 202 

tion. | 
TOVEIOEY « . 22. 2c0s ccc cnnngece oie Radattiess 1, 338 
BAER... ..ncccccccccesecccecas do 44, 881 
Magnolia... ..-..------ ----| Mississippi a 6, 073 
Ne : Louisiana. --. 1, 497 
Marksville oe do : 7,113 
Marshall . Texas ‘ 98, 898 
Mathis ecccccceses . do 3, 202 
McComb.....:...-..- . Mississippi 49, 752 
MeoQueeney....-....-..--... Texas_. ; 152 
Memphis. - -- ppeaduiede do wae 21, 194 
ee eee Louisiana 883 
BEL, cuccccanasecsaatsons : do 449 
Mineola Texas tect 17, 879 
Mirando City inane ‘ do ‘ 3, 061 
Mont Belvieu_--- 7 ...do + 2, 569 
Moonshine Hill_--.....-.- do__. 737 
Nacogdoches. -.........---- F do ae 37, 986 
New Braunfels. - é te do ona 25, 651 
New Castle owe . do x 2, 496 
New Iberia_...--- Louisiana asta 42, 018 
New London honge Texas E 399 
Nordheim... ..do ‘ * 1, 325 
Oakdale...........-- ------| Louisiana 8, 988 
Oberlin nondgupainnewtptahibaatal eke : 2, 061 
Oilton ; | Texas_..... ne 773 
Ojuelos ° eaduesd do , 50 
Opelousas .-------| Louisiana ‘ 28, 545 
Orange . ..| Texas_. be j 39, 173 
Orange Grove.........-- want coed dice pak’ 1, 835 
Overton ee ee! eee ae 8,770 
Pleasanton...........--- do 4, 316 
SIE ocscinni dunce ginigcineccine. RMN bc ake 2. 631 
Poth_. : ‘ iedonia ....do ; : 1, 753 
Quanah = aE 5 do. 24, 926 
Rayne. Saeco ccccccccss| BEE ‘ 10, 605 
Riverside anil aa 2 179 

| 

| 


Be pon B! 
ERea5E28 


f58 


729 
2, 520 
| 7, 216 

...| Louisiana 

San Augustine --. ...| Texas 
San Marcos asics sal do 
Se ee wend do.. 
Schertz aiielint leiden ...do 
Schulenburg.---...---.- : ano<hiie 
Scottsville... _- eiaieitienind do__- 
Seguin - siieneanapaaied 
Sexton City... Os 
Shepherd_ pabnndce time male 
Sinton eS 
Smithville _-__- julie sa 
Sour Lake... -.-._... ealea wisn 
Springhill . ; do. _. 
Summit , .-| Mississippi 
Sulphur___- Sohewekatnants Louisiana - --- 
Sulphur Mines............._. do... 

a Texas _. 


Meena 
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CITY GATE DELIVERIES—Continued 


Actual revenue, 


Purehasing company and community 


United Gas Ce —Con. 

Terry 

Timpson 

Trinity 

‘Troup 

Turnertown 

Universal City 

Vernon 

Vinton 

Waskom 

Weimar 

Wellington 

Welsh 

Wesson 

West Lake and 
Addition. 

West Mineola_- 

Wichita Falls_ - 

Wills Point 

Yorktown 

Youngsville 


Total 


Van, city of Van . 
Willmut Gas & Oil Co__--_- 
Total city gate deliveries 


Louisiana 


Cromley 


.., Texas 


| domestic and 
commercial 


Mississippi... .... 
Texas 4 
| RS 

do. - 

-do.. 

..do-- 
do 


5, 138 
aes 1, 136 
bentcinnel 241 
30, 505 
Texas 
do 
do . 
Louisiana 
Mississippi... _. 
Louisiana 


8, 337 
3, 108 
21, 916 


do 

do 

do 
Louisiana - 


2, 010, 631 | 


Texas 
Mississippi 


4 784, ada 





Memphis Natural Gas Co 


Mississippi River Fuel C orporation... 


Southern Natural Gas Co 


Total pipe line deliveries___- 


$455, 460 
1, 470, 498 


1, 327, 422 | 
3, 253, 380 | 


296 
159, 307 | 


Revenue under 


new rates 


$2, 206 | 
4, 553 | 
5, 283 | 


5, 402 | 


1, 591 | 


187 


132, 7 756 


ae 583, 629 “ 


DELIVERIES TO. PIPE LINE CUSTOMERS IN THE MONROE FIELD 


$315, 


286 


1, 047, 872 


1, 134, 571 


2, 497, 729 


Reduction 
in revenues 


1, 514, 864. | 
| 


aT 
es 


829 
1,623 
1,859 

388 

639 


339 
1,636 
3,400 
1,478 

472 


495, 


, 767 


109 


$140, 174 
422, 626 
192, 851 


755, 651 


Houston GuiF Gas Company 


Estimated effect of new rates, based on the 12 months ended December 31, 1942 


CITY GATE DELIVERIES 


Actual revenue, 
domestic and 
commercial 


Revenue under 
new rates 


Reduction in 
revenues 


Purchasing company and community 


$29, 177 


Houston, city of Magnolia Park_-_- $9, 726 
Houston Natural Gas Co.: 
Houston and environs 
Harris County... 
Needville .- 


$38, 903 


10, 674 8, 005 
310 23: 
1, 426 1, 004 | 





12, 410 | 9, 242 | 

United Gas Corporation: 
Bloomington 
Garden Villas 
Harrisburg 


1,892 1, 331 
8, 627 | 6, 470 | 
28, 748 | 21, 561 
Highlands 6, 625 | 4, 662 | 
Houston and environs________- Sed o ates ra 789, 861 | 592, 395 
Liberty (rural) -_- i. exba | 2, 823 1, 986 
Manchester 2,975 2, 231 
Odem oo ciamacnbeell 2, 094 1, 455 
Orange Grove (Humble Rd.) 1, 340 | 1,005 | 
Finey Point pete ac 1, 698 1, 27 
Refugio 15, 767 11, 095 
2Losenberg 9, 329 
Schulenburg (rural) .- 1,101 | 
Sinton and rural. 9, 570 | 


Total 665, 465 | 





Total Houston Gulf Gas Co..| 
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Exhibit B 


Rate ScHeEDULES AND Errective Dates 





Supple-| To rate | 


ment 
No. 


_ 


a 


cartons 


Aw OBI Or Cr ww wr 


2) 
4 | 
4 | 
3 
2 
1 
2 | 
2 | 
5 
1 
4 
1 
2 
1 | 
3 | 
1 
3 
1 
1 
1 
1 
3 
1 
1 
1 
3 


schedule 


FPC No.| 


2 

5 

9, 10, 11 
17 

18 

20 

21 


24 | 


25 


BSLESSSSVSSRRNS 


SBRSSRSSLE 


SISSSSRISE 


4 





a 
nue 





Purchasing company 


. 


COMPANY 





Palestine Light, Heat & Power Co 
Memphis Natural Gas Co.___-_- 
Mississippi River Fuel Corporation 
Louisiana Power & Light Co 

New Orleans Public Service, Ine_ 
Mobile Gas Service Corporation. 
Grandfield Gas Co_._- 

Barnett, D. I. (Archer City, Tex.) 
Barnett, D. I. (Holliday, Tex.) nan 
Barnett, D. I. (Megargel, Tex.) aA 
Barnett, D. I. (Olney, Tex.)- --....--- 
ado Gas Corporation 


..do 
5)... 
..-do 

..do 

.do 

-do-. 


“i 
U ated Gas C orporation 

do a3 
Mississippi Power & Light Co- 
Tyler Gas Service Co 
Mississippi Power & Li e Co 
Southern Natural Gas 
City of Picayune, Miss.__. 
Southwestern Gas & Electric Co_- 
City of Bay St. Louis, Miss 
var Power Co___- 

Village of Delcambre, La 

Town of Glenmora, La_- 
City of Kaplan, La 
Louisiana Public Utilities Co., Inc- 
Village of Sunset, La__- 
United Gas Corporation 
Town of Baldwin, La 


| Town of Scott, La uses 
| Harvesters Homes Co.--- 
| Town of Bay Minette, Ala 


Louisiana Power and Light Co. 

Town of Breaux Bridge, La 

Bridges, W. P 

City of Pascagoula, Miss.................--- 
City of Canton, Miss... 

Hattiesburg Gas Co 


WU SAU OE NO nice een ea ces af 


582231—44- vol. 3-27 
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IN THE MATTER OF 


INTERSTATE NATURAL GAS COMPANY, INC. 


LOUISIANA PUBLIC SERVICE COMMISSION, COMPLAIN- 
ANT v. INTERSTATE NATURAL GAS COMPANY, INC., 
DEFENDANT 


Investigation on Complaint and Commission’s Own Motion of Rates 
Charged for the Sale of Natural Gas in Interstate Commerce 


G-149 and G-132 
(Decided April 27, 1943) 


Syllabus 


1. Sales to pipe line companies of natural gas in interstate commerce for 
resale by a company admittedly a natural-gas company within the 
meaning of the Natural Gas Act, are not exempt from the jurisdiction of 
the Commission as sales in the “production and gathering” of natural 
gas under the exemption of “production and gathering” in Section 1 (b) 
of the Natural Gas Act. P. 421. 

2. Upon consideration of all aspects of the case, in the light of its authority 
under the Natural Gas Act, the Commission concluded that the rate 
base is the actual legitimate cost of the property of the natural-gas 
company (including construction work in progress) used and useful 
in furnishing service, less existing depreciation and depletion, plus 
necessary working capital. The natural-gas company did not claim 
reproduction cost as an element in the rate base determination, and 
conceded that actual legitimate cost was the starting point in such 
determination. P. 422. 

8. The “observed deterioration” method of determining accrued deprecia- 
tion is inherently fallacious since it is based on a consideration of super- 
ficial evidence of physical deterioration only, while disregarding more 
important factors, such as the remaining life of gas reserves, obsoles- 
cence, and the economic life of the property ; confuses the appearance or 
physical condition of property with true depreciation, which is the using 
up of its economic or service life; does not give consideration to all fac- 
tors contributing to the retirement of property ; and hence cannot reflect 
the actual existing depreciation. P. 422. 

4. Annual depreciation expense and accrued depreciation are two phases of 
the same phenomenon and must be determined consistently or grave 
injustices will result. P. 423. 

5. The proper depreciation reserve requirement at any given time is the 
accumulated amount of proper annual provision for depreciation, less 
the cost of property retired. P. 424. 
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Such required depletion and depreciation reserve ig the best measure of 
actual existing depletion and depreciation in the properties. P. 424. 

. Estimated amounts for property additions proposed for the years 1942- 

1946 should not be included in the rate base since the increased revenues 

from future business should provide ample coverage for the future 

return and costs of operation and the revenues from the predicted in- 
crease in business are not reflected in the test period of operations. The 
refusal to include in the rate base capital expenditures not yet made 

cannot involve confiscation. P. 425. 

. Cash working capital held properly related to operating expenses since 

the cash necessary to run the business is that which must be available 

to meet current expenses during the time lag between rendering service 
and collection of revenues. Tax accruals in excess of payments held 

sufficient to supply company with adequate bank balances. P. 425. 

. The return of a public utility should be equal to that generally obtaining 

at the same time in the same region on investments in other enterprises 

attended by corresponding risks, sufficient to assure confidence in the 
financial soundness of the utility and to maintain its credit and enable 
it to attract the capital necessary for the discharge of its public duties. 

644% held a fair annual rate of return. P. 426. 

. Having considered company’s adjusted book figures for revenues and ex- 

penses for the 4-year period, 1988-1941, the Commission chose the 1941 

operations as being typical, affording the latest available data, and 

being the best guide for fixing rates for the future. P. 427. 

. Company’s properties being used in transactions over which the Com- 
mission has jurisdiction as well as those beyond its jurisdiction and 
also to render service to customers with varying load and other char- 
acteristics, it becomes necessary to resort to allocations for the pur- 
pose of determining just and reasonable rates of the business subject to 
the Commission's jurisdiction. P. 428. 

The “reasonable cost of service” method of allocation under which the 
return on the property, rather than the cost of the property itself, is allo- 
cated along with the operating expenses, is more practical and easier to 
understand and apply than the method whereby an allocation of the cost 
of physical property and operating expenses is made. P. 428. 

. In making such allocations, operating cost and return are distributed in 

two categories: those which relate to production and purchases, and 

those which relate to transportation and delivery. The latter are in 
turn divided as between demand and volume (M. c. f.) costs. Fixed 
costs are associated with demand and variable costs with yolume, except 
in the case of Federal and state income and Federal capital stock taxes, 

which were allocated 50% to demand and 50% to volume. P. 428. 

. Costs relating to the production or purchase of gas, including the operation 

of field lines, classified as volume or “commodity costs” only, in accordance 

with generally accepted practice. P. 429. 

. Transportation and delivery costs which were associated with demand, 

were allocated in proportion to each customer’s responsibility for the 

peak-day demand, and those associated with volume were allocated in 

proportion to the volume of gas sold to each customer. P. 429. 

. Allocation for Federal income taxes made on the basis of income taxes 

for the test year, 1941, as they would have been if net utility income for 

that year had been limited to 644%. P. 429. 
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William A. Dougherty, C0. W. Cooper, Henry P. Dart, Jr., and H. 
Grady Price (Dart and Dart), and Alden T. Shotwell (Shotwell & 
Brown) for Interstate Natural Gas Company, Inc. 
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By tHe Commission : 
HISTORY OF THE PROCEEDINGS 


These proceedings grew out of a complaint filed by the Louisiana 
Public Service Commission and were enlarged by the Commission’s 
order of December 5, 1939, for an investigation of the reasonableness 
of all of the interstate wholesale rates and transportation rates of the 
Interstate Natural Gas Company, Incorporated, under the provisions 
of the Natural Gas Act. 

The complaint proceeding and the general investigation on the Com- 
mission’s own motion were consolidated for the purposes of the hearing. 
Upon petition, the City of New Orleans and the City of Baton Rouge, 
Louisiana, were permitted to intervene in these proceedings. 

Public hearings were held, pursuant to order and notice, at intervals 
during June and July of 1942 for a total of 8 days. Comprehensive 
evidence was presented including 1,000 pages of oral testimony and 
103 exhibits. The evidence was presented by Interstate, the Louisiana 
Commission, the cities of Baton Rouge and New Orleans, and by this 
Commission’s staff. The short hearing and the concise record are 
attributable to the prehearing conferences held in accordance with the 
Commission’s rules of procedure. Each party to these proceedings 
was cognizant of the issues and was afforded ample opportunity to 
present evidence. Briefs have been filed and the Commission, sitting 
en banc, heard oral argument. 


JURISDICTION 


Interstate owns and operates an integrated natural gas system con- 
sisting of 110 gas wells in the Monroe gas field located in northern 
Louisiana, pipe lines which gather the gas produced from its own wells, 
and gas purchased from other producers, and pipe lines which trans- 


1The term “interstate wholesale” when used in this opinion means the sale of natural 
gas in interstate commerce for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or any other use. 
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port substantially all of that gas in interstate commerce to various 
points of sale and delivery in Louisiana and Mississippi. 

Interstate’s main pipe line transports gas south for approximately 
172 miles from the Monroe field in Louisiana, through a part of Mis- 
sissippi and then to Baton Rouge, Louisiana, where sales are made to 
the local distribution company for resale, and to the Standard Oil re- 
finery and other industrial consumers. Interstate also sells gas to 
United Gas Pipe Line Company near the Monroe fields and transports 
that gas for United from that point to Baton Rouge, and then United 
transports it to New Orleans where it is sold for resale for ultimate 
public consumption. Along this main pipe line Interstate sells gas 
in Mississippi and Louisiana directly to one industrial consumer, to 
a State institution, and to distribution companies for resale. Most of 
the gas transported in interstate commerce through the main pipeline 
by Interstate is destined for the Baton Rouge and New Orleans 
markets. 

Interstate concedes that its transportation of natural gas by means 
of its main pipe line and its sales for resale from that main pipe line 
(with minor exceptions) are subject to the jurisdiction of this Commis- 
sion, and that it is a natural-gas company within the meaning of the 
Natural Gas Act. 

Interstate also purchases gas in the University, La Pice, and La Place 
fields south of Baton Rouge, transports that gas and delivers it to 
United at points along United’s pipe line between Baton Rouge and 
New Orleans where the gas is commingled with gas flowing in inter- 
state commerce. Some of this gas is then transported by United for 
Interstate for delivery to Interstate’s industrial and wholesale cus- 
tomers between Baton Rouge and Destrehan, Louisiana ; the remainder 
being sold to hited for resale in the New Orleans market. Inter- 
state and United Gas Pipe Line Company jointly own pipe lines which 
transport gas from wells in southern Louisiana, into United’s Baton 
Rouge-New Orleans line and that gas is commingled with gas of inter- 
state origin and augments the supply for the New Orleans market. 

The jurisdictional dispute presented in these proceedings involves 
Interstate’s sales of gas in northern Louisiana to the Mississippi River 
Fuel Corporation, to Southern Natural Gas Company, and to United 
Gas Pipe Line Company for the account of Memphis Natural Gas 
Company. Mississippi River Fuel Corporation is an affiliate of In- 
terstate; large blocks of voting stock of both companies are owned by 
Standard Oil Company (N. J.) and the president of Mississippi is also 
president of Interstate. The evidence discloses that Interstate and 
its affiliates, Hope Producing Company and Southern Carbon Com- 
pany, control a substantial portion of the gas acreage and production 
from the Monroe field. Union Producing Company, an affiliate of 
United Gas Pipe Line Company, also controls a large portion of the 
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acreage and production from the Monroe field. The evidence also 
shows close contractual and operating arrangements between Inter- 
state and United Gas Pipe Line Company that have extended over a 
period of many years. 

It is clear from the evidence that as a practical operating matter 
Interstate does not consider its transportation lines as something sep- 
arate from its field lines. Interstate’s pipe lines are operated as a 
unit. A large portion of the gas, sold by Interstate in northern Louisi- 
ana to the three pipe line companies mentioned above, is purchased and 
received by Interstate from other companies operating in the Monroe 
field, which first gather and transport the gas to specified central de- 
livery points for sale to Interstate. Interstate transports the gas which 
it buys from such companies in the Monroe field and commingles that 
gas with gas which it has produced and gathered in the Monroe field, 
and then transports this commingled gas to the points of sale and de- 
livery in Louisiana to the Mississippi River Fuel Corporation, South- 
ern Natural Gas Company, and United Gas Pipe Line Company for 
the account of Memphis Natural Gas Company. The gas transported 
und sold by Interstate to these three pipe line companies continues its 
flow in interstate commerce and, as an established course of business 
well known to Interstate, is destined for resale for ultimate public 
consumption in Memphis, St. Louis, Birmingham, Atlanta, and other 
markets outside Louisiana. 

In resisting regulation by the Louisiana Public Service Commission, 
the Interstate Natural Gas Company successfully contended in a Fed- 
eral court that over 99% of its total sales of gas, which include sales 
made to the three pipe line companies, were sales in interstate com- 
merce and beyond the reach of the Louisiana Commission. Jnterstate 
Natural Gas Co. v. Louisiana Public Service Commission, 33 F. Supp. 
50; 34 F. Supp. 980. Interstate does not now deny that the sales of 
natural gas to the three pipe line companies constitute sales of natural 
gas in interstate commerce for resale, but it contends that each of these 
sales constitutes a sale in the “production and gathering” of gas and 
falls within the claimed exemption stated in 1 (b) of the Natural Gas 
Act. Section 1 (b) of the Natural Gas Act provides: 

The provisions of this act shall apply to the transportation of natural gas 
in interstate commerce, to the sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial, 
or any other use, and to natural-gas companies engaged in such transportation 
or sale, but shall not apply to any other transportation or sale of natural gas 
or to the local distribution of natural gas or to the facilities used for such 
distribution or to the production or gathering of natural gas. 

The above-described sales to the three pipe line companies come 
within the scope of the specific affirmative provisions of section 1 (b) 
of the Natural Gas Act and are clearly sales “in interstate commerce 
of natural gas for resale for ultimate public consumption for do- 
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mestic, commercial, industrial, or any other use.” It was such inter- 
state wholesale sales which the United States Supreme Court had 
ruled were beyond the reach of the state commissions,* that Congress 
intended to regulate by the Natural Gas Act. 

The negative language in section 1 (b) upon which the Interstate 
Company relies for its claimed exemption involving these sales pro- 
vides that the Commission shall not have jurisdiction over “the pro- 
duction or gathering of natural gas.” When the distinction between 
production and gathering of natural gas, and the sale of such gas in 
interstate commerce is kept in mind, effect is given to the Congres- 
sional objective.’ The Commission is bound to obey the command of 
Congress to regulate these sales in interstate commerce for resale to 
the three pipe line companies. Such is clearly the implication of the 
decision of the Circuit Court of Appeals in Peoples Natural Gas 
Co. v. Federal Power Commission, 127 F. (2d) 153, cert. den. 316 
U.S. 700. 

We conclude, therefore, that the transportation and the sale of gas 
by Interstate to Mississippi River Fuel Corporation, Southern Natu- 
ral Gas Company, and United Gas Pipe Line Company for the ac- 
count of Memphis Natural Gas Company constitute the transportation 
of natural gas in interstate commerce and the sale in interstate com- 
merce of natural gas for resale for ultimate public consumption for 
domestic, commercial, industrial, and other uses, and that such trans- 
portation and sales are subject to the jurisdiction of this Commission. 


CORPORATE AND FINANCIAL HISTORY 


Interstate Natural Gas Company was organized in 1926 for the 
purpose of producing and transporting natural gas. The primary 
market to be served directly by Interstate was the refinery of the 
Standard Oil Company of Louisiana, and certain industrial com- 
panies south of Baton Rouge, Louisiana. Contracts also were made 
with other industrial consumers, distributing gas utilities, and other 
natural gas pipe line companies. 

The original securities issued were 600,000 shares of capital stock 
at $5.00 per share, or a total of $3,000,000 (later increased to $6,529,- 
530) and $11,500,000 of First Mortgage 10-Year, 6% Sinking Fund 
Gold Bonds. 

Interstate has paid off its bonds, has paid cash dividends exceed- 
ing $10,000,000 and has accumulated a surplus of more than $5,800,- 
000 in the period 1926 to 1941. 


7H. Rept. No. 709, 75th Cong., 1st Sess., pp. 1-2; S. Rept. No. 1162, 75th Cong., 1st 
Sess., pp. 1-2; Illinois Natural Gas Co. v. Central Illinois Public Service Oo., 314 U. 8. 
498, 503-506 ; Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575, 582; 
Kentucky Natural Gas Corp. v. Pub. Serv. Comm., 28 F. Supp, 509, 512, aff. 119 F. (2d) 417. 

*For the distinction between production of a commodity and sales of such commodity 
in interstate commerce, see Carter vy. Carter Coal Oo., 298 U. 8. 238, 302-4. 
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Control of the Interstate Company from its inception has been in 
the Standard Oil Company (N. J.) through the’ ownership of a 
majority of the capital stock. 

We now proceed to the determination of the lawful rates within 
the scope of our statutory authority. This will include a determina- 
tion of rate base, rate of return, operating revenues and expenses, 
allocation of cost of service and reasonable earnings for the future. 


RATE BASE 


Upon consideration of all aspects of this case in the light of our 
authority under the Natural Gas Act, we conclude that the rate base is 
the actual legitimate cost of the property (including construction 
work in progress) used and useful in furnishing service, less the 
existing depletion and depreciation, plus necessary working capital. 
We find that it is not necessary for the purposes of this case to investi- 
gate and ascertain any other facts in order to determine the proper 
rate base. 

Interstate claimed a rate base of $19,167,290 which was composed 
of the actual legitimate cost of gas plant in service, less observed 
deterioration and accrued depletion, plus future capital additions, 
construction work in progress, and estimated working capital. 

Reproduction cost was not claimed as an element in the rate base 
determination. Instead, it was conceded that actual legitimate cost 
was the proper starting point in that determination. 

The allowable rate base is $15,583,975. We will now discuss the com- 
ponents thereof. 

Actual legitimate cost—There is no dispute as to actual legitimate 
original cost. It is agreed that this amounted to $21,387,159 at the 
end of 1941. That undisputed amount represents the actual outlay 
to establish the utility; it is the gross investment the owners have 
made in the gas plant in service, 

Existing depletion and depreciation —The evidence as to the exist- 
ing depreciation and depletion (hereinafter referred to as deprecia- 
tion) inthe properties may be summarized as follows: 


CI, SI csc Sn cect ine athe espaeebieiigp ie liehil $3, 845, 619 

Commission staff 6, 328, 924 

Books of account 10, 981, 720 
Interstate used the “observed deterioration” process to arrive at 
the figure of $3,845,619. In its previous decisions in the Canadian 
River and Hope cases, the Commission has dealt at length with the 
fallacy of the “observed deterioration” method of determining ac- 
crued depreciation. Jn the Matter of Canadian River Gas Co., 43 
P. U. R. (N. S.) 205, 218, supra, p. 32; Cleveland v. Hope Natural 
Gas Co., 44 P. U, R. (N.S.) 1, 17, supra, p. 150. We have pointed out 
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that it results in arbitrary conclusions, based on a consideration of 
superficial evidence of physical deterioration only, while disregard- 
ing more important factors, such as the remaining life of the gas 
reserves, obsolescence and the economic life of the property. The 
method is inherently fallacious in that it confuses the appearance or 
physical condition of property with true depreciation, which is the 
using up of its economic or service life. It does not give considera- 
tion to all factors contributing to the retirement of property; hence 
it cannot reflect the actual existing depreciation. 

The method employed by the company to determine existing or 
accrued depreciation is inconsistent with the method used to determine 
annual depreciation expense. Annual depreciation expense and ac- 
crued depreciation are merely two phases of the same phenomenon. 
They must be determined consistently or grave injustices will result. 
The annual depreciation expense claimed by the company was deter- 
mined according to the economic or service life principle. This is 
the general practice, and is proper. In determining accrued depre- 
ciation, however, the company objects to the service life principle, 
and insists upon a scheme which cannot result in disclosing the full 
amount of depreciation which has been suffered. 

Thus, the company seeks to employ a double standard: one which 
results in high annual allowances to it for depreciation expense, and 
another which discloses little depreciation to be deducted in deter- 
mining the rate base. The annual allowance claimed by the com- 
pany would in 614 years total more than the amount which it con- 
tends has accrued during 15 years of actual operations. In other 
words, the dual standard advocated is a pincers operation which al- 
ways results in squeezing too much from the rate payer. As indicated 
previously, annual depreciation expense and accrued depreciation are 
merely two aspects of the same phenomenon which require consistent 
treatment in their determination. 

The Commission’s staff presented in these proceedings a depletion 
and depreciation reserve requirement study, that is, a computation of 
the proper reserve which should have been accrued. A qualified staff 
engineer, who analyzed the company’s past experience, relevant service 
life data on other pipe lines, and who made a field inspection of the 
company’s physical properties, estimated the over-all service lives of 
the properties by classes. His study included a careful consideration 
of both functional and physical aspects of depreciation. In this case 
the economic service life of Interstate’s property is limited and con- 
trolled by the available gas supply which is estimated to be exhausted 
by 1960 and before certain of the physical elements of the property will 
deteriorate completely. There is no controversy over the amount of 
the company’s gas reserves and known available supply, which are esti- 
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mated to have an over-all life of 35 years from their first utilization 
in 1926. 

The depreciation rates which the staff used in computing both the 
annual expense and the reserve requirement were derived from the 
average service lives of the various classes of properties. The equi- 
table principle that annual expenses for depreciation must be har- 
monized with accrued depreciation was recognized and applied. The 
reserve requirement at any given time is the accumulated amount of 
proper annual provision for depreciation, less the cost of property re- 
tired. The method used by the staff follows our previous decisions. 
Under it, there is determined the amount required annually to reim- 
burse the company for property consumed in service, thus assuring the 
company it will be fully reimbursed for its capital investment by the 
end of the economic life of its wasting-asset enterprise.‘ Federal 
Power Commission v. Natural Gas Pipeline Co., 315 U. S., 575, 593. 

The Commission finds that the required depletion and depreciation 
reserve as computed by the staff is the best measure of actual existing 
depletion and depreciation in the properties.’ At the end of 1941 the 
reserve requirement, by functional classifications, was: 


Depletion : 
Natural gas. operated acreage 
Depreciation : 
Production plant 
Transmission plant (wholly owned) 
Transmission plant (jointly owned) 
General plant 


Total reserve requirement 


This required reserve, totaling $6,328,934, will be deducted from the 
actual legitimate cost of the Company’s property. 

As indicated hereinbefore, Interstate had accrued on its books a re- 
serve for depreciation, depletion, and amortization aggregating $10,- 
981,720 by the end of 1941. The company’s book reserve exceeds the 
reserve requirement, which the Commission finds to be the measure of 
actual existing depletion and depreciation, by more than $4,600,000. 

For the reasons set forth at length in the Hope case, the Commission 
has deducted from actual cost only what it has determined to be the 
reserve requirement which reflects the depletion and depreciation ac- 


* The unit-of-production method (unit equals 1,000 cubic feet of gas) was used to deter- 
mine the annual depletion and depreciation and the reserve requirement for natural gas 
producing lands, leaseholds, and rights, wells, field lines, field measuring and regulating 
structures and equipment, and other structures and equipment associated with operations 
in. the Monroe gas field. The straight-line service life method was used to determine 
annual depreciation and the reserve requirement for all other plant items. There is no 
dispute over the use of the service lives in this case for determining the depreciation rates 
upon which the annual allowance for depreciation is based. 

5 See: Re Long Island Lighting Co., 18 P. U. R. (N. 8.) 65, 146-151, 189-191, aff. 249 
App. Div. 918, 292 N. Y. S. 807, 809, 18 P. U. R. (N. 8.) 225, 226; Re Rochesteer Gas € 
Electric Corp., 33 P.. U..R. (N,'8.) 393, 489, 502-3; National Association of Railroad and 
Utilities Commissioners; Proceedings of Fiftieth Annual Convention (1938), pp. 473—4. 
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crued in Interstate’s property. Cleveland v. Hope Natural Gas Co., 
44 P. U. R. (N.S.) 1, 18, supra, p. 150. 

Construction work in progress and estimated capital additions.— 
The Interstate Company showed on its books in the account, construc- 
tion work in progress, a balance of $178,550 on December 31, 1941. 
Since practically all of this balance represented the cost of plant which 
had been placed in service before the end of 1941, or was placed in serv- 
ice shortly thereafter, the entire amount will be included in the rate 
base. - 

The company urges the Commission to include in the rate base the 
amount of $1,500,000° for property additions proposed for the years 
1942-1946. These proposed additions to plant are primarily designed 
to meet increased demands for gas. The increased revenues from the 
future business should provide ample coverage for the return and costs 
of operation in connection with the future use of the proposed addi- 
tions. We conclude that it would be improper to include in the rate 
base these estimated amounts for future additions, since the revenues 
from the predicted increase in business are not reflected in the test 
period of operations which we employ. Futhermore, the Supreme 
Court held in the Natural Gas Pipeline Company case,“ * * * the 
refusal to include, in the rate base capital expenditures not yet made 
cannot involve confiscation.” * 

Working capital.—Interstate claimed working capital in the amount 
of $447,202. The staff recommended $347,202. Working capital con- 
sists of two chief elements, materials and supplies needed in the busi- 
ness and cash necessary to meet the operating expenses from day to day 
pending collection of revenues. There is no dispute as to the required 
amount of materials and supplies ($268,341). The staff indicated that 
$78,861 was reasonable for the cash working capital, whereas the com- 
pany claims an even $100,000 in excess of that amount. The extra 
$100,000 is claimed to be needed for the purpose of maintaining bank 
balances. 

The amount computed by the Commission’s staff for cash working 
capital was related to operating expenses, as is proper. The cash 
necessary to run the business is that which must be available to meet 
current expenses during the lag between the time of rendering service 
and collection of revenues. Taxes are accrued and, in effect, collected 
from the customers long before they have to be paid by the company. 
These tax accruals in excess of payments will supply adequate bank 


®The cost of additions will be offset fully by accruing depletion and depreciation. The 
net increase in depletion and depreciation (accruals less retirements) was $564,549 in 
1941, end this pattern of increasing depletion and depreciation is a constant one. Thus, 
the proposed $1,500,000 additions during 1942-1946 to plant are less than the depletion 
and depreciation which will acerue during the same period. 

t Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575, 587, footnote 5, 
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balances. In recent years the tax accruals, representing the excess of 
taxes charged to operations over the amounts actually paid to any 
given date, have always exceeded $500,000. We find, therefore, that 
the necessary allowance for working capital, including materials and 
supplies, is $347,202. 

Conclusions with respect to the rate base.—The analysis of the evi- 
dence which we have discussed with respect to the components of the 
rate base and our conclusions may be summarized thus: 


Actual legitimate cost or gross investment in gas plants 
in service, 12/31/41 
Less: Actual existing depletion and depreciation 


Net investment in gas plant in service 
Add: 


Construction work in progress 
Working capital 


The Commission, therefore, adopts the foregoing amount as the rate 


base for the company’s property as an assembled whole and an estab- 
lished gas utility in successful operation. 


RATE OF RETURN 


Numerous factors enter into the determination of what constitutes 
a fair rate of return in every utility rate case. The principal factors 
are stated by the Supreme Court in Bluefield Water Works & Improve- 
ment Co. v. Pub. Serv. Comm., 262 U. S. 679, 692-3. They are that the 
return of a public utility shall be equal to that generally being made 
at the same time in the same region on investments in other enterprises 
attended by corresponding risks, and that the return should be sufficient 
to assure confidence in the financial soundness of the utility and to 
maintain its credit and enable it to attract the capital necessary for 
the proper discharge of its public duties. The Supreme Court has 
said, nevertheless, that a utility has no constitutional right to profits 
such as are realized by highly profitable enterprises or speculative 
ventures, 

The record contains an abundance of evidence on the subject of rate 
of return. The information includes investors’ appraisal of the natural 
gas industry, comparative risk data, interest rates and yields on securi- 
ties of natural gas and electric utilities, statistics showing the growth 
and stability of the natural gas industry, the trend of the cost of money 
and its current cost, economi¢ and idle money data, and the financial 
history of Interstate. That evidence reveals that, compared to indus- 
trial and railroad enterprises, the utility business has relatively greater 
stability. It also shows that interest rates generally are now lower than 
they have ever been; for example, it shows that the yields on the better 
issues of natural-gas company bonds sold recently are close to 3 percent. 
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The record shows that Interstate is a well-established natural-gas 
company whose risks have been minimized by ample past and present 
provisions for depletion and depreciation with current high profits 
and by many established markets. By 1941, Interstate had retired 
all of its own and assumed bonded indebtedness in the aggregate 
face amount of $12,400,000, had paid cash dividends exceeding $10,- 
000,000, had accumulated a depletion and depreciation ‘reserve of 
$10,000,000 and a surplus of more than $5,800,000. The company’s 
efficient management, established markets, financial record, affilia- 
tions, and its prospective business, place it in a strong position to 
attract capital upon favorable terms should additional capital ever 
be required. 

We conclude, upon a careful consideration of the evidence and in 
the light of the principles enunciated by the Supreme Court, that 
614 percent is a fair annual rate of return upon the rate base appli- 
cable to the federally regulated business of this company. Our views 
on the subject of rate of return are in harmony with recent decisions 
by the Supreme Court and other courts and commissions involving 
natural-gas companies.® 


OPERATING REVENUES AND EXPENSES 


There is no controversy over the volume of gas sold and transported 
or the revenues received by Interstate. The Commission’s staff pre- 
sented adjusted book figures for revenues and expenses of the Inter- 
state Company for the 4-year period 1938-1941. The adjustments 
resulted mainly in a reduction of the annual amounts charged by 
the company for depletion and depreciation expense. The amount 
of depreciation and depletion expense calculated for 1941 was 
$614,896.50. The company did not challenge this amount, which we 
find reasonable. In fact, the company offered no evidence on revenues 
and expenses and did not challenge the correctness of the income 
statements presented by the staff. There is no dispute over the amount 
of net utility income for the 4-year period, which the evidence shows 
was $2,385,375 for 1938; $2,532,820 for 1939; $2,275,744 for 1940 and 
$2,386,191 for 1941. 

From these figures it is seen that net utility income has remained 
fairly stable during the four years of this period. Accordingly, since 
1941 operations are typical and afford the latest available data, they 
have been chosen as the best guide for fixing rates for the future. 


8 Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575, 596; Arkansaa- 
Lowisiana Gas Co. v. Texarkana, 96 F. (2d) 179, 188; Peoples Gas Light ¢ Coke Co. v. 
Slattery, 25 N. E. (2d) 482, 501; Hast Ohio Gas Co. v. Cleveland, 27 P. U. BR. (N. 8.) 887, 
412, aff. 28 N. B. (2d) 599, 612; Re Montana-Dakota Utilities Co., 32 P. U. R. (N. 8.) 
121, 128; Pa. Pub. Util. Comm. v. The Peoples Natural Gas Co., 43 P. U. R. (N. 8.) 82, 115. 
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ALLOCATION OF COST OF SERVICE 


Interstate’s properties are used in transactions over which we have 
jurisdiction, as well as those beyond our jurisdiction, and they are 
also used to render service to customers with varying load and other 
characteristics. Its operating expenses likewise relate to these several 
phases of the company’s operations. This gives rise to joint costs. 
It, therefore, becomes necessary to resort to allocations for the pur- 
pose of determining just and reasonable rates of the business subject 
to regulation under the Natural Gas Act and also for the purpose 
of determining the proper disposition of any rate reduction which 
we may order. 

There are two general methods of making allocations. Under one, 
an allocation of the cost of physical property and of operating ex- 
penses is made. Under the other, the return on the property, rather 
than the cost of the property itself, is allocated along with the operat- 
ing expenses. If the same pertinent figures are used in the calcula- 
tions, the results will be the same under both methods. The method 
which allocates the return along with operating expenses is far more 
practical and is easier to understand and to apply. This may be 
denominated the “reasonable cost of service method.” All that can 
be accomplished by an allocation of the physical property can be, 
and is, obtained by an allocation of the reasonable cost of service, 
including therein a proper return. 

The allocation which we adopt in this case is based upon a careful 
and detailed study of the company’s property, operations, costs, types 
of customers served, location of service, and the amount and charac- 
teristic of customers’ requirements for gas. 

In making such allocations, operating cost and return are distrib- 
uted in two categories: those which relate to production and pur- 
chases, and those which relate to transportation and delivery. Costs 
relating to transportation and delivery are in turn divided as between 
demand and volume (M. c. f.) costs. In general, the fixed costs are 
associated with demand and the variable costs with volume. An 
exception to this rule relates to return, Federal and state income taxes 
and Federal capital stock taxes. These, to the extent they relate to 
transportation and delivery of gas, we allocate 50 percent to demand 
and 50 percent to volume. The reason for this latter division is that 
a part of the return or profit should naturally come from the volume 
of business and a part from the customers’ demand, that is, the ca- 
pacity of facilities required to render service. Income taxes and 
capital stock taxes are associated with return and are, therefore, allo- 
cated in the same manner. 

Costs relating to the production or to the purchase of gas by Inter- 
state, including the operation of field lines, are classified as volume 





INTERSTATE NATURAL GAS COMPANY; INC., ET AL. 429 


or “commodity costs” only. This is in accordance with generally 
accepted practice. Gas in and very near the fields almost invariably 
sells on a straight M. c. f. basis, Demand charges for such gas are 
not exacted. 

The transportation and delivery costs which are associated with 
demand are allocated in proportion to each customer’s responsibility 
for the peak-day demand for gas. The transportation and delivery 
costs which are associated with volume are allocated in proportion 
to the volume (M. c. f.) of gas sold to each customer. 

The operating expenses, including depreciation and depletion, but 
excluding Federal income taxes, amounted to $3,960,766 in 1941. A 
return of 614 percent on the total rate base of $15,583,975, we have 
heretofore found, amounts to $1,012,958. Interstate would have paid 
$215,472 Federal income taxes for the year 1941 if its net utility 
income for that year had been limited to 644 percent. Accordingly, 
the latter figure is used in the cost of service allocation. 

The total reasonable cost of service for 1941 on the basis described 
above amounts to $5,189,197. An allocation of this cost to the various 
customers, those under as well as those beyond our jurisdiction, is 
shown in the following tabulation which also shows the respective 
revenues and earnings in excess of 614 percent return. The table 
shows that $2,487,955 of the total reasonable cost is allocated to trans- 
actions over which we have jurisdiction and $2,071,242 to transactions 
which are not under our jurisdiction. 


Reasonable | Excess of reve- 
| Revenues 1941 | oct of service | nues over cost 


| 
| 


Sales of gas for resale to: 
Pipe line companies: 
Mississippi River Fuel Corporation. wie $686, 012 $384, 683 $301, 329 
Southern Natural Gas Co 594, 459 447, 656 146, 803 

United Gas Pi 
Natural Gas £34, 396 186, 208 148, 188 

United Gas Pipe ‘ine Co. (for New Orleans 

area) 831, 385 534, 516 1 296, 869 


sippi 380, 947 245, 464 1 135, 483 
Transportation of gas for United Gas Pipe Line Co. (for 


New Orleans area) 1, 036, 533 689, 428 1 347, 106 
Total regulated business 3, 863, 732 | 2, 487, 955 1,375, 777 


————=S-_ /_ ———SSSsT 
Gas sales to: | 
Industrial customers. 3, 689, 533 | 2, 674, 455 1, 015, 078 
Public authority_.........-. 46, 807 | 26, 787 20, 020 








Total unregulated business 3, 736, 340 2, 701, 242 1, 035, 098 
—————S ee See 
Grand total 7, 600, 072 | 5, 189, 197 2, 410, 875 


1 These are the excesses prior to certain reductions in rates made during the course of these proceedings 
and discussed later in this opinion. 
> 


The return in excess of 614 percent earned in 1941 on transactions 
which are subject to our jurisdiction, as shown in the table, amounted 
to $1,375,777. A reduction in rates of this amount does not mean that 
Interstate’s profits will be reduced by the same figure. Only $772,624 
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will be borne by Interstate, the balance representing a saving in income 
taxes.® 

Based upon the evidence in this case, we find that Interstate’s rea- 
sonable cost of service for the year 1941, including a 614 percent return 
on the rate base and corresponding 31 percent Federal income taxes, 
should be allocated in the amounts of $384,683 to the Mississippi River 
Fuel Corporation, $447,656 to the Southern Natural Gas Company, and 
$186,208 to the United Gas Pipe Line Company for the account of 
Memphis Natural Gas Company, $534,516 to the United Gas Pipe Line 
Company for the New Orleans area, $245,464 to distribution companies, 
and $689,428 to the United Gas Pipe Line Company for the transpor- 
tation of gas. The foregoing are sales and transactions subject to the 
jurisdiction of the Commission. The reasonable cost of service, includ- 
ing 61% pereent rate of return and 31 percent Federal income taxes, 
properly allocable to unregulated sales, is $2,674,455 to industrial 
customers and $26,787 to a public authority. 

If, in the reasonable cost of service for regulated business of 1941, 
shown in the foregoing tabulation, Federal income taxes had been cal- 
culated at the 1942 rate of 40 percent for normal and surtaxes instead 
of the applicable rate of 31 percent, which was the rate used, that cost 
would have been $50,000 more than shown. The tax rate of 31 percent 
has been employed because it was the applicable rate for 1941, and the 
record indicates that Interstate’s business will be increased sufficiently 
to provide for the additional tax of $50,000. 


REASONABLE EARNINGS FOR THE FUTURE 


The revenue and cost of service figures set forth above disclose that 
the company’s rates for the transportation of gas and the sale of gas 
in interstate commerce for resale, which are subject to Federal regula- 
tion, were unreasonably high in the amount of $1,375,777.° In some 
instances, these rates have been reduced in line with proposals made 
by the company and accepted by the Commission during the course of 
this proceeding. 

The company’s rate reduction established a single uniform rate for 
all city gate deliveries made by the Interstate Company to local distri- 
bution companies in Louisiana and Mississippi. Based on 1941 sales 
volumes, the total annual reduction made to those distribution com- 
panies is $126,721. 


*If the total excessive earnings of $2,410,875 were applied to the reduction of rates, 
$1,353,917 would come from the profits of Interstate and $1,056,958 from savings in income 
taxes. ? 

1” Upon giving effect to the total rate reduction of $1,375,777, the company’s net utility 
income as indicated by the 1941 figures will be approximately $1,700,000. This amount 
consists of the return on the entire rate base at 6% percent, amounting to $1,012,958, and 
the earnings on unregulated business in excess of 6% percent return, of approximately 


$700,000. This sum of $1,700,000 is equivalent to a return of about 11 percent on the 
entire rate base. 
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In the Commission’s opinion /n the Matter of United Gas Pipe Line 
Co. et al., supra, p. 402, and order issued April 16, 1943, involving the 
rates of the United Gas Pipe Line Company, the statement was made 
on page 406: 


A very substantial part of the gas consumed in the City of New Orleans is trans- 
ported by Interstate Natural Gas Company, Inc., for United and in addition United 
purchases gas from Interstate, Any reduction in the charges of Interstate will 
result in a further reduction in the New Orleans gate rate. Proceedings involving 
Interstate’s rates were instituted some time ago; hearings have been held and 
briefs filed therein (docket No. G-149). This matter is under active consideration 
by the Commission and an early decision will be rendered. 


It has been shown in the cost of service tabulation above that the 


rates of Interstate to United for the sale and transportation of natural 


gas for the New Orleans area are excessive as follows, based on 1941 
operations : 


wr e6te 00 080530402 ee aa a i io aa $296, 869 
Drow, Cem, 06 RM — hiss Sick ements cpisend4 ste dkeebee 347, 105 


In 1942, Interstate reduced its rates to United effective retroactively 
to August 1941. These reductions affected both the charges for the sale 
and for the transportation of gas for the New Orleans area. The reduc- 
tions are not reflected in the figures immediately above. These reduc- 
tions, on an annual basis, total $148,711 which, deducted from the 
above amount of $643,974, leaves a balance available for further reduc- 
tion to the United Company for the New Orleans area of $495,263. The 
New Orleans area includes the City of New Orleans served by New 
Orleans Public Service, Inc., and the contiguous area served by Louisi- 
ana Power and Light Company. The bulk of this reduction is appli- 
cable to New Orleans. 

After making appropriate allowance for the reductions made during 
the course of these proceedings by Interstate to the distribution com- 
panies and United, which reductions total $275,432 annually, we deter- 
mine that the just, reasonable and nondiscriminatory rates to be 
hereafter observed by Interstate and fixed by order of this Commission 
shall reflect such further reduction in rates as, when applied to the 
volume of gas sold and transported under Federal regulation for 1941, 
will amount to not less than $1,100,345, distributed as follows: 

Mississippi River Fuel Corporation 

Southern Natural Gas Co 

United Gas Pipe Line Company (for a/c Memphis Natural 
Gas Company) 

Distribution companies in Mississippi and Louisiana outside 
of New Orleans- 


United Gas Pipe Line Company for New Orleans Area—sale 
and transportation 


582231—44—-vol. 328 
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An appropriate order will be entered in accordance with this 
opinion. 
Letanp Otps. 
Criaupe L. Draper. 
Bast. Man ty. 
Joun W. Scorr. 
Crype L. Seavey. 


Order reducing rates 


Interstate Natural Gas Company, Inc.; Louisiana Public Service 
Commission, Complainant v. Interstate Natural Gas Company, Inc., 
Defendant 

(G-1382, G-149) 


Upon consideration of the complaint, answer, petitions, and orders 
previously entered in these proceedings, the evidence of record, the 
briefs and oral argument, and the Commission having on this date 
entered and issued its opinion in this matter which is hereby incor- 
porated by reference and made a part hereof; 

The Commission finds that: 

(1) Interstate Natural Gas Company, Incorporated, is a corpora- 
tion organized and existing under and by virtue of the laws of the 
State of Delaware; 

(2) Interstate is engaged in the purchase, production and gathering 
of natural gas in the Monroe Field in the State of Louisiana, and in 
the transportation of natural gas so produced, purchased and gathered, 
out of the State of Louisiana and through the State of Mississippi 
and back into the State of Louisiana ; 

(3) The natural gas transported as described in finding (2) is sold 
in interstate commerce for resale for ultimate public consumption for 
domestic, commercial, industrial, and other uses; 

(4) Interstate is engaged in the transportation of natural gas in 
interstate commerce, and in the sale in interstate commerce of natural 
gas for resale, and is, therefore, a natural-gas company within the 
purview of the Natural Gas Act; 

(5) The transportation and sale of natural gas in interstate com- 
merce as described in findings (2) and (3) are subject to the jurisdic- 
tion of the Federal Power Commission; 

(6) Interstate sells gas to United Gas Pipe Line at wholesale, tech- 
nical delivery being made at Interstate’s De Siard Compressor Station 
near Fowler, Louisiana, and such gas is transported by it for United 
through Interstate’s main pipe line through the State of Mississippi, 
and redelivered to United at Baton Rouge, Louisiana, for resale for 
ultimate public consumptiton, and these transactions constitute trans- 
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portation and sale of natural gas by Interstate in interstate commerce 
for resale and are subject to the jurisdiction of this Commission ; 

(7) Interstate, as an established Course of business, is engaged in 
the transportation, sale, and delivery of natural gas purchased, pro- 
duced, and gathered in Monroe Field, Louisiana, to Mississippi River 
Fuel Corporation and Southern Natural Gas Company at a point near 
Perryville in the State of Louisiana, and to United Gas Pipe Line 
Company for the account of Memphis Natural Gas Company at a point 
near Guthrie in the State of Louisiana; 

(8) The natural gas purchased, produced, gathered, and trans- 
ported, that is sold and delivered to Mississippi River Fuel Corpora- 
tion and Southern Natural Gas Company, and to United Gas Pipe Line 
Company for the account of Memphis Natural Gas Company, as 
described in finding (7), is sold and delivered by Interstate, in each 
instance, pursuant to the terms of a contract which provides that the 
gas so sold is received by the purchaser and transported by it out of 
the State of Louisiana for the purpose of resale in states other than 
Louisiana for ultimate public consumption for domestic, commercial, 
industrial, and other uses; é 

(9) The natural gas purchased, produced, gathered, and trans- 
ported, that is sold and delivered to the purchasers named in finding 
(7), moves in each instance in a constant flow from the mouths of the 
wells from which it is produced through pipe lines belonging to Inter- 
state to the compressor station of the respective purchaser, and thence 
through said compressor stations into the pipe line of said respective 
purchaser and thus into and through states other than Louisiana as 
described in finding (8), all without interruption, and said gas is so 
destined from the moment of its production; 

(10) The transportation and the sale of natural gas as described 
in finding (7) is, in each instance, the transportation and sale in inter- 
state commerce of natural gas for resale for ultimate public consump- 
tion for domestic, commercial, industrial, and other uses, and, there- 
fore, subject to the jurisdiction of the Commission ; 

(11) The actual legitimate cost of Interstate’s gas plant in service 
as of December 31, 1941, was $21,387,157 ; 

(12) Interstate’s estimate of observed existing depreciation in its 
properties rests upon incomplete and inadequate data, is basically 
unsound and unreliable, and does not reflect the actual depreciation 
existing in such properties ; 

(13) The actual depletion and depreciation existing in Interstate’s 
gas plant in service as of December 31, 1941, was $6,328,934; 

(14) The net investment in Interstate’s gas plant in service as of 
‘December 31, 1941, was $15,058,223 ; 
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(15) Construction work in progress as of December 31, 1941, 
amounted to $178,550 ; 

(16) Working capital, including ‘materials and- supplies, in the 
aggregate amount of $347,202 will be required in the operation of the 
company ; 

(17) For the purpose of fixing reasonable rates, Interstate is entitled 
to earn a fair return on a rate base consisting of the net investment in 
plant in service, construction work in progress, and working capital 
in the aggregate amount of $15,583,975 ; 

(18) Under presently existing conditions, 642% per annum is a fair 
return on that portion of the rate base devoted to the regulated 
business; 

(19) For the purpose of determining the reasonableness of rates 
charged in 1941, and for the future, Interstate’s total gas revenues 
amounted to $7,600,072 ; 

(20) For the purpose of determining the reasonableness of rates 
charged in 1941, and for the future, Interstate’s reasonable cost of 
service, including operating expenses, taxes, and return on the rate 
base, amounted to $5,189,197 ; 

(21) Tested by 1941 revenues and cost of service, as described in 
findings (19) and (20), the rates and charges collected by Interstate 
from pipe-line companies and distribution companies for natural gas 
transported and sold in interstate commerce for resale are excessive in 
the aggregate amount of at least $1,375,777 ; 

(22) Since 1941, Interstate has reduced its rates to all of its dis- 
tribution company customers by $126,721 and to United Gas Pipe 
Line Company for the transportation and sale of gas by $148,711; 
these reductions total $275,482 which deducted from $1,375,777 in 
finding (21) leaves $1,100,345, available for further reductions; 

(23) The rates, charges, or classifications that are demanded, ob- 
served, charged, or collected by Interstate in connection with the 
transportation and sale of natural gas subject to the jurisdiction of 
this Commission are unjust, unreasonable and unlawful ; 

(24) The revenues derived from rates, charges, or classifications de- 
manded, observed, charged or collected by Interstate in connection 
with the transportation and sale of natural gas subject to the juris- 
diction of this Commission exceed revenues which would be derived 
from just and reasonable rates by the amount of at least $1,100,345 ; 

(25) The rates and charges of Interstate, after reflecting the re- 
duction hereinafter ordered, will be just and reasonable ; 

Therefore, the Commission orders that: 

(A) The rates and charges received by Interstate for the trans- 
portation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption shall be decreased to reflect a reduc- 
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tion in rates which, applied to the 1941 volume of sales, will amount 
to not less than $1,100,345 annually ; 

(B) Interstate shall file on or before May 15, 1943, new schedules 
of rates and charges for the transportation and sale of natural gas 
in interstate commerce to its customers for resale for ultimate public 
consumption, which shall reflect the reduction ordered in paragraph 
(A) above, and be just, reasonable and nondiscriminatory and in ac- 
cordance with the allocation of cost of services set forth in the opinion, 
and such new schedules of rates and charges shall be effective as to 
all bills rendered on or after May 15, 1943; 

(C) The Commission reserves the right to reject all or any part of 
such new schedules and, in lieu thereof, to prescribe any other sched- 
ules by further order; 

(D) On and after the effective date of the new schedules of rates 
and charges filed and made effective in accordance with paragraph 
(B) above, Interstate shallceaseand desist from making, demanding, 
er receiving any rates and charges which do not reflect the reduction 
ordered in paragraph (A) above. 





IN THE MATTER OF 
SOUTHERN UNITED GAS COMPANY, ET AL. 


Applications for Certificates of Public Convenience and Necessity 
G—443, G-306, G—308, and G-307 


(Decided July 3, 1943) 
Syllabus 


1. A certificate of public convenience and necessity issued under the “grand- 
father” provision of Sec. 7 (c) of the Natural Gas Act to one of ap- 
plicants should be vacated, in view of the fact that there is no provision 
in the Act for the transfer of a certificate issued under the provisions 
of Sec. 7, when the facilities are acquired and operated by a parent 
holding company which applies for a certificate under Sec. 7 authorizing 
such acquisition and operation. P. 438. 

2. Since applicant holding company which did not acquire the facilities of 
the subsidiaries and file a “grandfather” application covering the facili- 
ties and operations within the 90-day period allowed after the amend- 
ment of Sec. 7 of the Act, it is subject to the provisions of Sec. 7 (c) 
prohibiting engaging in the transportation or sale of natural gas, sub- 
ject to the jurisdiction of the Commission, or acquiring or operating any 
facilities therefor or extensions thereof, without having applied for and 
obtained a certificate of public convenience and necessity therefor. 
The application is to be decided in accordance with the procedure pro- 
vided in Section 7 (e). P. 439. 

3. Certificate of public convenience and necessity was issued to holding com- 
pany authorizing it to acquire and operate the facilities of its six 
wholly owned subsidiaries where it appeared that the transaction would 
involve no new financing and would not change revenues or fixed charges. 
Consolidation would result in operating economies, corporate responsi- 
bility would be centralized and the simplification of bookkeeping would 
promote efficiency of operation and aid in providing better service to 
the public. P. 440. 


Harry P. Daily for Southern United Gas Company. 
Charles V. Shannon, Edward H. Lange and William L. Brunner for 
Federal Power Commission. . 
By THe CommMIssIon : 
Opinion . 


Southern United Gas Company (hereinafter referred to as Southern 
United) filed an application on February 3, 1943, under section 7 of 
the Natural Gas Act, as amended, seeking a certificate of public con- 
venience and necessity authorizing it to acquire and operate the facil- 

436 
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ities of its six wholly owned subsidiaries, Arkansas-Oklahoma Gas 
Company, Industrial Oil & Gas Company, Ozark Natural Gas Com- 
pany, Southwestern States Gas Company, Twin City Pipe Line Com- 
pany, and Western Oklahoma Gas Company. Each of these subsidi- 
aries joins in the application and requests authority to convey and 
transfer all operating properties to Southern United in consideration 
of which Southern United proposes to assume all obligations of its 
subsidiaries and cancel all outstanding stock issued by them, 
Hearing was held in Washington, D. C., pursuant to notice duly 
published in the Federal Register and written notices duly given to 
the Department of Public Utilities of the State of Arkansas and the 
Corporation Commission of the State of Oklahoma, and to the gov- 
ernor of each of those States. No protest has been received or op- 
position expressed to the granting of the application. The Depart- 
ment of Public Utilities of the State of Arkansas and the Corporation 
Commission of the State of Oklahoma filed letters in this proceeding 
expressing their opinion that the application should be granted. 


CORPORATE HISTORY 


Southern United Gas Company is a Delaware corporation, having 
its principal office at Fort Smith, Arkansas. It is a holding company, 
organized in 1936, pursuant to reorganization proceedings of a pre- 
decessor company, Southern United Gas Company of New Jersey, 
under section 77(b) of the Bankruptcy Act. The bankrupt New 
Jersey Corporation was formerly affiliated with Middle West Utilities 
Company (one of the so-called Insull properties). Southern United 
has no affiliation with utilities, other than its subsidiaries. It owns all 
of the stock of Arkansas-Oklahoma Gas Company, Industrial Oil & 
Gas Company, Ozark Natural Gas Company, Southwestern States Gas 
Company, Twin City Pipe Line Company, and Western Oklahoma 
Gas Company. Southern United controls the operations of its six 
subsidiaries and it has no other business. 


JURISDICTION 


Southern United does not engage im the transportation of natural 
gas in interstate commerce, or the sale in interstate commerce of such 
gas for resale. 

Arkansas-Oklahoma Gas Company is a Delaware corporation au- 
thorized to do business in both Arkansas and Oklahoma and it owns 
and operates pipe-line systems in those States. It purchases, trans- 
ports and sells natural gas produced in Arkansas for resale and ulti- 
mate public consumption in Arkansas, and it; purchases, transports 
and sells gas produced in Oklahoma for resale and consumption in 
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Oklahoma. It also purchases natural gas produced in Oklahoma and 
sells it for resale and ultimate public consumption in Arkansas. 

Twin City Pipe Line Company is an Arkansas corporation engaged 
in the transportation and sale of natural gas in the State of Arkansas, 
both directly to industrial customers and to distributors for resale 
for ultimate public consumption. This company obtains its require- 
ments of natural gas from its affiliates, Industrial Oil & Gas Company, 
Western Oklahoma Gas Company and Arkansas-Oklahoma Gas Com- 
pany. Part of this gas is produced and transported in Oklahoma 
prior to delivery to Twin City Pipe Line Company, and the remainder 
1s produced in Arkansas. All of its pipe lines and appurtenant fa- 
cilities are located in Arkansas. 

Western Oklahoma Gas Company, a Delaware corporation, owns 
and operates facilities located in Oklahoma. It is engaged in the 
production, transportation and sale of natural gas in Oklahoma for 
resale for ultimate public consumption in Arkansas and Oklahoma. 

The other three subsidiaries do not engage in the transportation of 
natural gas in interstate commerce, or the sale in interstate commerce 
of such gas for resale. They conduct the following operations: (1) 
Industrial Oil & Gas Company, an Arkansas corporation, owns pro- 
ducing acreage in gas fields in Arkansas and it is engaged in the pro- 
duction of natural gas in these fields. It also purchases gas at the 
well-mouth from individual producers in Arkansas. This gas is sold 
to its affiliate, Twin City Pipe Line Company, for transportation, sale 
and consumption only in Arkansas; (2) Ozark Natural Gas Company, 
a Delaware corporation, owns producing acreage in gas fields in Ar- 
kansas and it is engaged in the production of natural gas which it 
sells to its affiliate, Arkansas-Oklahoma Gas Company, for resale in 
Arkansas; and (3) Southwestern States Gas Company, a Delaware 
corporation, owns and operates local gas distribution systems in Ar- 
kansas and Oklahoma. It sells in Arkansas natural gas produced in 
Arkansas, and it sells gas produced in Oklahoma in certain com- 
munities in Oklahoma. All of its sales are at retail and none of the 
gas moves across state lines. 

Arkansas-Oklahoma Gas Company (docket No. G-308), Twin City 
Pipe Line Company (docket No: G-307), and Western Oklahoma Gas 
Company (docket No. G-306) filed separate applications on May 7, 
1942, under the “grandfather” provision of section 7 (c) of the Natural 
Gas Act, as amended, for certificates of public convenience and neces- 
sity, authorizing the continuation of operations by the companies, 
subject to the Commission’s jurisdiction, in which the companies on 
February 7, 1942, and subsequent thereto, have been bona fide engaged. 
A “grandfather” certificate was issued to Western Oklahoma Gas Com- 
pany on February 3, 1943. But, in view of the fact that there is no 
provision in the Natural Gas Act for the transfer of a certificate issued 
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under the provisions of section 7 of the Act, such certificate should 
now be vacated. The other applications are now pending before us. 

Since Southern United Gas Company did not acquire the facilities 
of the subsidiaries and file a “grandfather” application covering the 
facilities and operations within the 90-day period allowed after the 
amendment to section 7 of the Act, it is subject to the provisions of 
section 7 (c) that (1) no natural-gas company or person shall engage 
in the transportation or sale of natural gas, subject to the jurisdiction 
of the Commission, or acquire or operate any facilities therefor or 
extensions thereof, without having applied for and obtained a certifi- 
cate of public convenience and necessity authorizing such acts or oper- 
ations, and (2) the application shall be decided in accordance with the 
procedure provided in section 7 (e).? 


SCOPE OF OPERATIONS 


The six subsidiaries have officers and directors in common with 
Southern United and the business and operations of the subsidiaries are 
conducted as a single enterprise in supplying natural gas to Fort 
Smith, Arkansas, and vicinity. Approximately 60 percent of the sales 
are direct to industries; about 30 percent to Fort Smith Gas Company, 
a nonaffiliate, for resale to domestic and commercial consumers in Fort 
Smith, Van Buren, and Alma, Arkansas, the balance being sold in local 
communities and to isolated customers along or adjacent to their pipe 
lines, principally through the facilities of Southwestern States Gas 
Company. Market outlets are almost wholly in Arkansas with 
approximately 3 percent of total sales in Oklahoma. 

The three producing subsidiaries control in the aggregate approxi- 
mately 91,000 acres of gas leases and 5,000 acres of mineral rights; 
approximately 14,000 acres are producing gas. There are sixteen 
separate areas designated as gas fields from which production has been 
obtained by one or more of the subsidiary companies and all of these 
fields are still productive. The aggregate reserves are estimated to 
approximate seventy-six billion cubic feet and all of the sources, both 
producing and potential, are within twenty miles of the main trans- 
mission lines now in use. Some of the present fields have been pro- 
ducing for twenty-seven years and the present known reserves are 
considered sufficient to supply the communities served for fifteen to 
twenty years more. The producing subsidiaries control approxi- 
mately 97 percent of all known sources of production in the territory 
served by all of the subsidiaries. Fort Smith Gas Company owns a 
few wells near Fort Smith from which it produces about 3 percent of 
its supply. The daily demand in Fort Smith and vicinity is from 


1 Issuance of a certificate under the procedure in section 7 (e) requires a finding, among 


other things, that the proposed acts or operations are required by the present or future - 
public convenience and necessity. 
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9,000,000 cubic feet minimum to 31,000,000 cubic feet maximum, but 
the gas wells now producing with present transmission and compressor 
facilities would enable the systems to deliver approximately 25 percent 
more than this daily demand without further drilling. Southwestern 
States Gas Company has recently been called upon to supply Camp 
Chaffee, a new army camp near Fort Smith, and various new com- 
munities in the vicinity of the camp. 


PUBLIC CONVENIENCE AND NECESSITY 


The acquisition by Southern United of the facilities of its sub- 
sidiaries does not involve any new financing and will not change 
revenues or fixed charges. No changes in rates are contemplated as a 
result of the proposed acquisition. Consolidation will result in oper- 
ating economies, principally, in the matter of accounts and transactions 
with state and Federal agencies. The number of reports necessary 
to be made to state and Federal agencies will be greatly reduced. Cor- 
porate responsibility will be centralized. A single set of books will be 
kept in place of seven. This simplification will promote efficiency of 
operation and aid in providing better service to the public. 

An order will be entered in accordance wtih this opinion. 

Lzxanp Oxps, 
Craupe L. Draper. 
Bastz MANty. 
Joun W. Scorr. 
Crype L. Seaver. 


Order issuing certificate of public convenience and necessity 


Southern United Gas Company, et al. 
(G-306, G-307, G-308, G-443) 


Upon consideration of the applications in the above-entitled pro- 
ceedings and the record thereon, the Commission having on this date 
made and entered its opinion in this matter which is hereby referred 
to and made a part hereof by reference; 

The Commission finds that : 

(1) Arkansas-Oklahoma Gas Company, Twin City Pipe Line Com- 
pany, and Western Oklahoma Gas Company are engaged in the trans- 
portation or the sale for resale of natural gas in interstate commerce 
by means of their natural-gas pipe lines and appurtenant facilities, 
and upon consummation of the proposed acquisition and operation of 
such facilities, Southern United Gas Company will be a natural-gas 
company within the meaning of the Natural Gas Act; 

(2) Southern United Gas Company (hereinafter referred to as 
’ “applicant”), upon consummation of the proposed acquisition of facili- 
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ties, will be able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Act and the 
requirements, rules, and regulations of the Commission thereunder; 
and 

(3) The proposed acquisition and operation of facilities, subject to 
the jurisdiction of the Commission, is or will be required by the present 
or future public convenience and necessity and a certificate therefor 
should be granted ; and 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is 
hereby issued to Southern United Gas Company, docket No. G-448, 
authorizing it to acquire and operate the facilities described in its ap- 
plication for the transportation and sale for resale of natural gas sub- 
ject to the jurisdiction of this Commission ; 

(B) This certificate is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, serv- 
ice, accounts, valuations, estimates or determinations of costs, or any 
other matter whatsoever which may come before this Commission or 
before such other regulatory body, and nothing in this certificate shall 
be construed as an acquiescence by this Commission in: any estimate 
or determination of cost or any valuation of property claimed or 
asserted ; 

(C) Nothing herein is to be construed as affecting in any manner 
the determination of applicant’s service area under section 7 (f) of 
the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues 
the operations hereby authorized in accordance with the provisions 
of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant ; 

(F) The Commission’s order of February 3, 1943, issuing a cer- 
tificate of public convenience. and necessity to Western Oklahoma Gas 
Company, docket No. G-306, be and the same is hereby vacated ; 

(G) Within ten days from the consummation of the proposed ac- 
quisition of facilities, the applicant: shall report to the Commission, 
under oath, the fact of such consummation and the terms and condi- 
tions thereof, and within 6 months from the same date shall file pro- 
posed journal entries as required by the provisions of the Commission’s 
Uniform System of Accounts for Natural Gas Companies; 

(H) This authorization shall become effective upon withdrawal of 
applications of the Arkansas-Oklahoma Gas Company, docket No. 
G-308, Twin City Pipe Line Company, docket No. G-307, and Western 
Oklahoma Gas Company, docket No. G-306. 





IN THE MATTER OF 
TENNESSEE GAS AND TRANSMISSION COMPANY 


Application for a Certificate of Public Convenience and Necessity 
G-230 
(Decided July 5, 1943) 
Syllabus 


1. The Commission, finding an additional supply of natural gas to be needed 
in the Appalachian region to be served by the applicant’s proposed pipe 
line, gave applicant 60 days’ additional time within which to submit, at 
further hearings, evidence of firm commitments for the financing neces- 
sary to effect the proposed construction, firm commitments for an ade- 
quate supply of natural gas, and such other evidence as would meet the 
minimum requirements laid down by the Commission’s decision In the 
Matter of Kansas Pipe Line 4 Gas Company, 2 F. P. C. 29, together 
with authorizations from War Production Board for the materials re- 
quired in the proposed construction. P. 446. 


Carl I. Wheat, Robert E. May, and Malcolm C. Hili for Tennessee 
Gas and Transmission Company. 

Charles V. Shannon, Edward H. Lange, and William L. Brunner 
for Federal Power Commission. 

Wade O. Martin, Nat B. Knight, Jimmie Dawis, P. A. Frye, and 
L. F. Sherer for Public Service Commission of Louisiana. 

Roland Cocreham and H. W. Bell for Department of Commerce and 
Industry of Louisiana. 

A. B. Hill and P. A. Lasley for Department of Public Utilities of 
Arkansas. 

Willkie, Owen, Otis, Farr & Gallagher, and H. J. O’Neill for 
Kentucky-Tennessee National Gas Corporation. 

Spencer W. Reeder for City of Cleveland, Ohio. 

John D. Ellis for City of Cincinnati, Ohio. 

James W. Haley and Tom J. McGrath for National Coal Associa- 
tion. 


Welly K. Hopkins and Tom J. McGrath for United Mine Workers 
of America. 


Samuel D. Young for Southern Appalachian Coal Operators’ Asso- 
ciation, et al. 


R. Granville Curry and Frederick M. Dolan for Anthracite Insti- 
tute. 
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Tom J. McGrath for Railway Labor Executives’ Association. 

William 0. Burger, Walton Whitwell, Erle J. Zoll, Jr., and B. M, 
Hamilton for Nashville, Chattanooga and St. Louis Railway Com- 
pany, Louisville & Nashville Railroad, Lllinois Central Railroad, 
Southern Railway, Cincinnati, New Orleans & Texas Pacific Railway, 
Harriman and Northeastern Railroad, Alabama Great Southern 
Railroad and Gulf, Mobile & Ohio Railroad. 

T. Pope Shepherd for Chattanooga Gas Company. 


By tHe ComMMISSION : 
MemoraNpumM Oprnion 


This matter involves an application filed on November 25, 1942, 
under section 7 of the Natural Gas Act, as amended, by the Tennes- 
see Gas and Transmission Company for a certificate of public con- 
venience and necessity authorizing the construction and operation 
of facilities, hereinafter described, for the transportation and sale 
of natural gas in interstate commerce. 

Extensive public hearings have been held pursuant to reasonable 
notice duly given to all interested persons as deemed necessary by 
the Commission. The State of Tennessee, through the chairman of 
its Railroad and Public Utilities Commission, participated in this 
proceeding. Intervenors included certain departments of the states 
of Louisiana and Arkansas, the municipalities of Cincinnati and 
Cleveland, Ohio, and, among others, a number of trade and labor 
associations. 

The applicant is a Tennessee corporation. In 1940 it sought a cer- 
tificate from us, but the application was dismissed for want of juris- 
diction. Thereafter the applicant, in a proceeding before the Rail- 
road and Public Utilities Commission of Tennessee, secured authori- 
zation to construct and operate a pipe-line system to serve certain 
areas in Tennessee, but that Commission retained the proceeding on 
its docket pending a further showing by the company of its plan for 
financing. The instant application has been filed since the amend- 
ment * of section 7 of the Natural Gas Act and the Commission’s 
dismissal of the company’s first application. The company has in- 
curred substantial expense and been put to considerable effort in the 
steps it has thus far taken toward the construction of the line. 

The facilities for which authorization to construct and operate is 
now sought are to consist of a pipe line from near Opelousas, Louisi- 
ana, through the states of Louisiana, Mississippi, Alabama, Tennessee, 


1 See “Order Dismissing Application for Certificate of Public Convenience and Necessity 
for Want of Jurisdiction,” adopted July 22, 1941, In the Matter of Tennessee Gas € 
Transmission Company, docket No. G—165. 

* This amendment was approved February 7, 1942. 
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and Kentucky to a northern terminal near Ashland, Kentucky, or 
such other point of termination as may be designated by the appro- 
priate government agency. The projected route passes near Natchez, 
Mississippi, Muscle Shoals, Alabama, and Nashville, Tennessee. In 
the application, intention is manifested by the applicant to later seek 
a certificate for a branch line taking off from the line described above 
at Brace, Tennessee, and extending easterly by way of Chattanooga 
and Knoxville, Tennessee, to Asheville, North Carolina. 

The facilities presently under consideration, however, are to form 
the “backbone” of an integrated pipe-line system consisting of the 
main transmission pipe-line, compressor stations, gathering lines, and 
other appurtenances of such a system. 

The principal service to be rendered by the proposed line is the 
delivery of natural gas at its northern terminus to natural gas com- 
panies or others now serving the Appalachian region, and thereby, 
to relieve the gas shortage now present in the region and immi- 
nently becoming intense and critical. In addition, it is planned to 
serve industries located along the route of the line. 

In connection with the gas shortage in the Appalachian region, 
testimony was offered by the president of the Hope Natural Gas 
Company, the vice president and general manager of the Columbia 
Gas & Electric Corporation, and an engineer member of the Com- 
mission’s staff. The two-named companies, together with their affili- 
ates, are estimated as furnishing approximately 60 percent of the 
total natural-gas requirements of the region. The Hope Company 
is the principal producing company of the affiliated Standard Oil 
Company (N. J.) natural-gas companies operating in the region. 
The Columbia System consists of a large number of affiliated com- 
panies serving many of the principal markets in the area. 

It is obvious from the evidence of the three witnesses that there is 
a progressively increasing demand for, and a diminishing supply of, 
natural gas in the region. To continue deliveries of natural gas to 
the distributing companies and industries of the region, many of 
which are engaged in the manufacture of vital war materials, re- 
quires that the failing supply be augmented. Moreover, apart from 
the immediate and necessary demands of the war economy, the 
Appalachian region embraces one of the most highly industrialized 
areas in the United States. The use of natural gas, both for domestic 
and industrial purposes, has been substantial for many years. It is 
the considered judgment of the two officials of the named gas com- 
panies that their companies will not have sufficient gas from Appa- 
lachian sources to meet their normal operations at the conclusion of 
the war emergency, and that the shortage is not related solely to the 
industrial war activities of the region. It appears from their expert 
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testimony that the war emergency has simply accentuated the demand 
and accelerated the shortage. 

The Hope Company, according to’ its president, expects to make 
sales of 89.8 billion cubic feet of gas in 1943. This amount compares 
with sales of 79.9 and 82.3 billion cubic feet in 1941 and 1942, respec- 
tively. No curtailments were made in the system during those years, 
but the witness’ estimate of gas available to the company in 1943 is 
about 3 billion cubic feet less than his estimate of total requirements. 
He expects the necessity of a curtailment of 114 million cubic feet 
on a peak day in March 1944. 

The Columbia System official expects his system to have a shortage 
of 14 billion cubic feet in 1944. If the war should continue until 
January 1946, the estimated shortage would increase to some 70 billion 
cubic feet. Even after the war it is estimated by the company that 
it will need sizeable quantities of natural gas from outside Appa- 
lachian sources. This need is put at about 40 billion cubic feet for the 
first year following the termination of the war. 

The War Production Board, aware of the impending 1943 shortage 
in the region, has made an attempt to secure temporary relief by the 
issuance of its Directive No. 10. This directive provides for the 
delivery of approximately 7 billion cubic feet of natural gas to the 
Hope Company during this summer. Although Hope has received 
none of this gas as late as May of this year, certain deliveries by 
Panhandle Eastern Pipe Line Company under such directive to the 
Ohio Fuel Gas Company have commenced. 

A further attempt at abatement of the shortage in the region has 
been made by an agreement between Panhandle Eastern Pipe Liné 
Company and The East Ohio Gas Company proposing the delivery 
of 50 million cubic feet or more daily by the Panhandle system to 
East Ohio. 

It is clear that many of the industrial users of natural gas in the 
Appalachian region are dependent upon natural gas as a fuel because 
of elements of temperature control and other manufacturing tech- 
niques. 

The testimony of the Commission’s engineer shows that in 1942 the 
supply of gas failed to meet the Appalachian region’s total require- 
ments of 490 billion cubic feet by 1 billion cubic feet, and failed to 
meet the peak-day requirements of 21% billion cubic feet by 100 million 
cubic feet. 

Estimates of supply and demands covering systems handling 80 
percent of the region’s requirements indicate that for the year 1943 
the shortage will run to some 15 billion cubic feet. The 1943-44 peak 
day estimate will not be met by approximately 300 million cubic feet. 

There appears to be no relief for the shortage from sources within 
the region. It is clear from the testimony of record that for a con- 
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siderable period none of the companies operating in the region has 
had material quantities of gas available for sale to one another in 
addition to existing transactions. In fact, officials of the companies 
in the area indicated that relief must come from outside the region. 

The testimony of the Commission’s engineer demonstrates that 
substantial quantities of natural gas can be utilized advantageously 
in the region to offset contemplated excessive withdrawals from stor- 
age and to prevent the deliverability of storage fields from declining 
to a point where their usefulness is impaired. 

Upon the record before us, it is apparent that no purpose will be 
served by further laboring the obvious. It is crystal clear that addi- 
tional natural gas is needed in the Appalachian region, It follows, 
therefore, that a realistic view of this situation definitely shows that 
the public convenience and necessity will be served by the construc- 
tion and operation of the applicant’s pipe line into the area if the 
additional showing hereinafter referred to is made. 

The Commission observes that none of the several intervenors 
appears to oppose the construction and operation of the line in the 
face of a finding by the Commission that the project is necessary in 
connection with the war effort. It is clear to us that the project is 
so necessary, and it is equally clear that the estimated post-war demands 
and requirements of the Appalachian region apparently fully justify 
the line. . 

In our opinion dealing with the Kansas Pipe Line proceeding in 
1939,° we referred to certain minimum requirements an applicant must 
meet to entitle it to a certificate of public convenience and necessity 
ander section 7. The applicant in this proceeding has not fully met 
those requirements. Its failure to do so has doubtless been caused, 
in part, by the difficulty of securing financial commitments in the 
absence of a determination by an appropriate authority that the pro- 
posed line will meet the need for substantial augmentation of the 
supply of natural gas in the Appalachian region. That determination 
we hereby make subject to the applicant’s satisfaction of the require- 
ments referred to hereinafter. 

After carefully weighing the record herein, the Commission feels 
that the applicant should be given 60 days’ time within which to submit, 
at further hearings in this proceeding, evidence of firm commitments 
for securing the financing necessary to effect the proposed construction 
to adequately serve the public, firm commitments for an adequate 
supply of natural gas, and such other evidence as will meet the min- 


* See Commission opinion In the Matter of Kansas Pipe Line € Gas Company and In the 
Matter of North Dakota Consumers Gas Company, dockets Nos. G—106 and G—119, 2 F. P. C. 


29, wherein we took action, to all intents and purposes, parallel to the action taken in the 
instant proceeding. 





TENNESSEE GAS AND TRANSMISSION COMPANY 447 


imum requirements laid down by us in the Kansas Pipe Line matter, 
supra, together with authorizations from the War Production Board 
for the materials required in the construction of the proposed pipeline. 

At such further hearings, said applicant and all interested parties 
of record in this proceeding will be further heard concerning these 
requirements. 

If the further showing by the applicant, Tennessee Gas and Trans- 
mission Company, on the matters herein required is satisfactory to 
this Commission, it is then our intention to authorize the issuance of 
a certificate of public convenience and necessity to the Company to 
authorize the construction and operation of facilities for the trans- 
portation and sale of natural gas as presently requested by it.* 

An order in accordance herewith will be entered. 

Lxtanp Oxps. 
Cravupe L. Draper. 
Bast Manty. 
Joun W. Scorr. 
Crype L. Seavey. 


Order reopening hearing and setting date thereof 
Tennessee Gas and Transmission Company 
(G-230) 


It appearing to the Commission that the applicant in this proceeding, 
Tennessee Gas and Transmission Company, for a certificate of public 
convenience and necessity under section 7 of the Natural Gas Act, 
as amended, authorizing the construction and operation of facilities 
for the transportation and sale of natural gas in interstate commerce, 
has made a partial showing for such a certificate upon the record 
heretofore made, all of which matters are more fully set out in the 
Commission’s opinion and finding in this matter, which is hereby 
referred to and made a part hereof by reference ; 

The Commission, having considered the application filed, the testi- 
mony and evidence adduced at the public hearings hereon heretofore 
held, and the record made herein, orders that: 

(A) Further hearings in this proceeding be held commencing on 
September 8, 1943, at 9:45 a. m. (E. W. T.) in the Commission’s 
Hearing Room, Hurley-Wright Building, 1800 Pennsylvania Avenue, 


*A pipeline, and appurtenant facilities, to be constructed of 20-inch pipe from a point 
near Opelousas, Louisiana, through Louisiana and Mississippi to a point near Muscle 
Shoals, Alabama, thence to Brace, Tennessee, and thence northeastward to a terminal 


near Ashland, Kentucky, or to such other terminal as the demands of the situation shall 
then require. 


582231—44—-vol. 3-29 
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N. W., Washington, D. C., upon the applicant’s ability to meet the 
requirements referred to in the Commission’s opinion and finding; 

(B) If prior to the hearing date fixed in item (A) hereof, the ap- 
plicant desires to go forward with the presentation of further evidence 
upon the pertinent issues, upon ten days’ notice thereof the date for 
hearing may be advanced by the Commission ; 

(C) Interested state commissions and interveners of record may 
continue participation in this proceeding, as provided in the Pro- 
visional Rules of Practice and Regulations under the Natural Gas Act. 





IN THE MATTER OF 
WISCONSIN MICHIGAN POWER COMPANY 


Declaration of Intention and Application for License for Project No. 1759, 
Michigan 


DI-155 and EP-1759 


(Decided July 27, 1943) 
Syllabus 


1. The issue of navigability is not eliminated from proceeding by the fact 
that application for license is based on occupation of public lands. Sec- 
tion 4 (e) of Federal Power Act requires the protection of navigability 
where existent. P. 451. 

2. Streams that have been used and are suitable for use in the transportation 
of persons or property in interstate commerce are navigable waters of 
the United States under the Federal Power Act. P. 454. 

8. The floating of logs, in the course of a continuous movement from one 
state to another, is interstate commerce. There is nothing in the Power 
Act nor in the long history of judicial interpretation of the Commerce 
Clause requiring a showing of the employment of vessels or watercraft. 
P. 454. 

4. The long, regular, persistent, and commercially important and successful 
use of the Menominee and Michigamme Rivers for transportation of 
timber. and forest products from points in the Upper Peninsula of Mich- 
igan to mills in Wisconsin and Michigan, and after manufacture, to 
markets over a large part of the United States, is established by the 
record and requires a holding that they are navigable waters of the 
United States. P. 455. 

5. Applicant required to amend application for license to include as a part 
of the complete project an unlicensed constructed hydroelectric develop- 
ment located downstream on the Menominee River where it will be bene- 
ficially affected by proposed upstream developments and its maintenance 
and operation will provide the necessary re-regulation of the river flow 
as fluctuated by the upstream developments and the operation of the 
several developments indicates the essentiality of each as part of a 
comprehensive plan of stream development and integrated operation. 
P. 458. 


James D. Shaw and Harold M. Wilkie for Wisconsin Michigan 
Power Company. 


Howard E. Wahrenbrock and Louis DaPra for the Commission. 
449 
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By Tue Commission : 


OPprtnion AND FIrnpings 


Pursuant to section 23 (b) of the Federal Power Act, Wisconsin 
Michigan Power Company‘ on April 27, 1940, filed its declaration 
of intention in docket No. DI-155 to construct a dam and storage 
reservoir on the Michigamme River, in Iron County, Michigan, some 23 
miles above the confluence of that stream with the Brule River.2 The 
proposed construction (known as the Way Dam and Reservoir) was 
for the purpose of storing flood waters and to some extent equalizing 
stream flow. The storage capacity of the reservoir is about 113,800 
acre-feet. No power house, water wheels, turbines, or electric generat- 
ing units are installed at said dam or structurally connected therewith. 

Subsequently it was discovered that the proposed reservoir would 
overflow 31.4 acres of public lands of the United States and on Septem- 
ber 13, 1940, the applicant filed an application (docketed as Project No. 
1759) for a minor part license for the Way Dam and Reservoir. 

The applicant also proposed to construct a dam and power plant 
on the Michigamme River at Peavy Falls, in Iron County, Michigan, 
about 15.7 miles downstream from the Way Dam, to be operated in 
conjunction with the Way Dam and Reservoir and functionally related 
thereto without the intervention of any other hydroelectric plant. Ex- 
cept for the matter of the inclusion of the Twin Falls development, 
considered hereinafter, the Way Dam and Reservoir development and 
the Peavy Falls development constitute an integral hydroelectric de- 
velopment project. Following informal conferences between rep- 
resentatives of the Commission and the applicant, the latter filed an 
amended application, on March 31, 1941, in Project No. 1759, for a 
major license covering Way Dam and Reservoir and the Peavy Falls 
development.® 

The applicant also owns, operates, and maintains, without license 
under the Federal Power Act and without permit or valid existing 
right-of-way granted prior to June 10, 1920, a dam, power house, and 
other works incidental thereto on the Menominee River at Twin Falls, 
11.4 miles below the confluence of the Michigamme and Brule Rivers. 
The applicant also owns substantially all of the riparian rights between 
the Peavy Falls site and the Twin Falls development. The Peavy 


1 Hereinafter referred to as applicant. 

2 The Brule and Michigamme Rivers unite to form the Menominee River. 

* During the pendency of this proceeding, Way Dam and Reservoir have been completed 
in accordance with plans filed with the Commission and have been in use since the early 
spring of 1941. With respect to the Peavy Falls dam and power plant, the Commission 
wrote the applicant under date of August 9, 1941, that the Peavy Falls dam and power- 
plant apparently would require a standard form major license, that the immediate under- 
taking of construction would not prejudice the company’s position in the regular proceeding 
necessary to obtain such a license, and urging that project construction be expedited. It 
has since been completed. 
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Falls plant will be operated as a peak load carrier and the intermit- 
tent discharge of water resulting from such operation will fluctuate 
stream flow downstream but the effect-of such operations will not pass 
beyond the Twin Falls plant if that plant is operated as a re-regulating 
plant. 

THE ISSUES 


Applicant urged that navigability was not an issue in this pro- 
ceeding. It contended that public lands were occupied and by filing 
application for license by reason thereof further jurisdictional facts 
should remain undetermined. We cannot agree with this conclusion 
nor so limit the issues. Obviously section 4 (e) of the Act requires 
the protection of navigability where existent. 

Hence, the principal issues now presented for decision are, first, 
whether the Michigamme and Menominee Rivers are navigable waters 
of the United States or, if not, whether the proposed project will af- 
fect the interests of interstate or foreign commerce; and, second, 
whether applicant’s Twin Falls development should be covered in any 
license issued for the Way Dam and Reservoir and the Peavy Falls 
development. 


NAVIGABILITY OF MICHIGAMME AND MENOMINEE RIVERS 


If the Menominee and Michigamme Rivers are navigable waters of 
the United States within the meaning of that term as used in the 
Federal Power Act, it is because they have been used and are suitable 
for use in the transportation of persons or property in interstate 
commerce. The principal use has been for logging. We also note 
that the record in this case includes evidence that the Michigamme 
was used by the Indians as a route of travel between Lake Superior . 
and Green Bay, of Lake Michigan, and that the white man used it 
until he developed others. Government geologists, making an early 
survey of the Upper Peninsula of Michigan, descended the Michi- 
gamme in “canoes” and reported that the river “is frequently as- 
cended by the Indians in bark canoes, making many portages, into 
the west part of Township 48 N., R. 31 W., from which place a portage 
trail leads to Keweenaw Bay of Lake Superior.” Government topo- 
graphical engineers reported, on the basis of their own experience, 
that the Menominee could be ascended in canoes carrying not more 
than 300 pounds, with two men to each canoe. An early timber cruiser 
descended the Michigamme River in 1873 in a flat-bottom bateau (one 
of a flotilla of eight bateaux), described as large enough to carry five 
men and their supplies and equipment and requiring four men to carry 
over the portages. 
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From the report of the Chief of Engineers, United States Army, 
made in 1930 (H. Doc. No. 141, 72d Cong., 1st Sess.), we quote the 
following description of the Menominee and Michigamme Rivers: 


The Michigamme River, which joins with the Brule from the Michigan side 
to form the Menominee, rises within a few miles of Lake Superior in a region 
containing numerous lake areas at an elevation of about 1,750 feet and flows 
almost’ due south to join with the Brule at the nominal head of the Menominee 
River. 


* * * * * * 7 


The Menominee River is formed by the junction of the Brule and Michigamme 
Rivers and flows in a generally southeasterly direction into Green Bay, an arm 
of Lake Michigan. The river is 118 miles long and has a drainage area of 4,070 
square miles. It forms [part of] the boundary between Wisconsin and the 
Upper Peninsula of Michigan. * * * The average annual rainfall in this 
basin is about 30 inches and the average run-off about 12 inches. During 19 
years of record the maximum flow of the stream was 23,200 cubic feet per 
second and the minimum 706 cubic feet per second, measured at a point con- 
trolling 93 percent of the drainage area. 

* 7. * * * + > 

Menominee Harbor, at the mouth of the river, is under improvement for navi- 
gation by the United States. At present the controlling depth is 18 feet from 
the mouth of the river to the wharf of the Central West Coal Co., thence 17 feet 
to the Marinette municipal wharf, the head of the improved channel. Above 
this wharf there are natural depths of 10 feet as far as the fixed highway bridge 
at Dunlop Avenue. An abrupt fall occurs in the river about 2% miles from its 
mouth and the navigable portion of the river below this fall constitutes the com- 
mercial harbor of Menonfinee. The River and Harbor Act approved July 3, 1930, 
provided for modification of the project to provide a channel 20 feet deep from 
the mouth to the Marinette municipal wharf. Construction of this enlargement 
of the project has not yet begun. In its original condition the depth at the 
mouth of the river was about 5 feet and the river was navigable for small boats 
for about 2 miles and above that point was available for rafting and logging 
for about 100 miles. Above the first dam the river was originally used for 
floating logs on a large scale. This business reached its peak about 1892, in 
which year 4,400,000 logs were floated down the river. With the exhaustion 
of the timber supply, the practice of floating logs has practically ceased, 


Other evidence in the record shows that great quantities of logs, 
pulpwood, and other forest products were transported on the Menom- 
inee, Michigamme, Fence, and Deer‘ Rivers, and Lake Michigamme 
(the source of the Michigamme River) from points in the State of 
Michigan above, at, and below the sites of Way Dam, Way Reser- 
voir, and the Peavy Falls Project, to the mills at Menominee, Michi- 
gan, and Marinette, Wisconsin, and from there shipped to Chicago, 
Illinois; Detroit, Michigan; Cleveland, Ohio; Buffalo, New York; 
Tonawanda, New York; and other lake ports. Saw logs were proc- 
essed into lumber and pulpwood into paper and pulp products at and 


*The Fence and Deer are tributaries of the Michigamme, entering it above the site of 
Way Dam, ‘ 
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near Menominee, Michigan, and Marinette, Wisconsin. The Menomi- 
nee River flows between the two cities. 

The total amount of logs driven down the Menominee River each 
year for 50 consecutive years, beginning in 1868 with 62,000,000 board- 
feet, reached a maximum of 642,137,318 in 1889, declining to 65,000,000 
in 1911 and 12,000,000 in 1917.5 

On.the Michigamme River, log drives from as far upstream as 
nine miles above Peavy Falls had begun by 1880 and probably as 
early as 1877, and continued annually until at least as late as 1909, 
with some pulpwood driving later and one ill-considered attempt to 
drive hardwood logs (too heavy to float) in 1917. One contract in 
evidence called for the delivery of from two and one-half to three 
and one-half million feet of pine saw logs on the banks or ice of 
Michigamme River as early as the logging season 1879 and 1880. 
In 1886 the huge total of 108,947,127 board-feet of logs were driven 
on the Michigamme. By 1896 the figure had declined to 56,000,000; 
by 1900, to 20,000,000; and by 1908, to 3,500,000. One lumber com- 
pany alone had 7,636,305 board-feet of logs driven down the upper 
Michigamme River (from above the mouth of the Fence River) in 
1895. During the entire lumbering era, with more than 30 consecutive 
annual drives, the Michigamme “drive” was never “hung up” until 
the next year. 

A witness who worked as boatman and logger on drives on the 
Menominee, the Michigamme, the Fence and the “Peschekee” * rivers 
testified that one year he worked on the towing of ten million feet 
of logs across Lake Michigamme. A 60-foot sidewheel steamboat 
was used to tow the mass of loose logs in booms across the lake. 

From 1868 to 1900, more than ten billion board-feet of boards, pulp 
wood, and forest products were floated on the Menominee River and 
its tributaries, ranking it as one of the greatest logging streams of 
the United States, in the same category with the Tittabawassee, the 
Muskegon, the Chippewa, and the Mississippi. 

The logs so driven were cut during the winter months and usually 
tiered on skidways along the banks of the streams until spring. Driv- 
ing began in the spring of the year as soon as the ice broke up, and 
continued until all the logs were out. Timber dams were constructed 
across the strearfs to impound the flood waters which were released 
to aid in the driving. The logs were driven down the Michigamme 
and its tributaries, and other tributaries of the Menominee, by per- 
sons or associations hired by those lumber concerns logging the lands 
adjacent thereto and down the Menominee River to the mills by the 


5 From 1878 to 1901, the number of logs driven ranged from 817,000 to a maximum of 
4,416,000 in 1892 to 3,066,000 in 1901. 
* The name of the Michigamme River above Republic. 
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Menominee River Boom Company (or its predecessor, the Menontinee 
River Manufacturing Company). Generally all the logs were down 
to the mills by the middle of July or the first of August of each year. 
From 1871 to 1900 the annual net earnings of the Boom Company 
varied from a minimum of about $40,000 in 1875 to a maximum of 
$185,000 in 1887. 

Bateaux, “wannigan boats,” canoes and row boats were used to 
transport men and equipment on the drives. The bateaux were long, 
clinker-built boats, sharp at both ends, probably 30 feet long, with 
high sides and sloping to a keel and capable of carrying from ten 
to twelve men. They were carted by wagon and railroad cars before 
the beginning df the drive to warehouses located near the streams. 
They were poled downstream and used to carry drivers back and 
forth across the stream as well as downstream to log jams ahead. 
On the Michigamme River they were also used to transport the cook- 
ing outfit, tools, bedding, tents, and other equipment of the crew. 
On the Menominee River they were used to carry drivers to the cen- 
ters of the log jams and from one bank of the river to another. Some- 
what larger boats, called “wannigan boats,” approximately 38 feet 
Jong, were used to carry the cooking outfit, tools, bedding, tents, and 
other supplies. From three to six bateaux and from four to twelve 
“wannigan boats” were used on the Menominee. In addition, light 
board boats and birch bark canoes, as well as rafts made of dried cedar 
poles, were used in the drives. 

We are satisfied that the record of use of the Menominee and Mich- 
igamme Rivers which we have briefly summarized requires that we 
find them to be navigable waters of the United States. The defini- 
tion of “navigable waters” in the Federal Power Act makes use or 
suitability for use for the transportation of persons or property in 
interstate commerce a controlling criterion. 

That the floating of logs, in the course of a continuous movement 
from one state to another, is interstate commerce has been long and 
consistently recognized by the Supreme Court’ and by acts of Con- 
gress where the interests of logging were involved.* There is nothing 
in either the Federal Power Act or in the long history of judicial 
interpretation of the Commerce Clause that requires a showing of 
the employment of vessels or watercraft. : 

The classic statement by the Supreme Court of the scope of the 
commerce power of Congress in relation to waterways in The Daniel 


7 Sands v. Manistee River Improvement Co., 123 U. 8. 288, 295-297; St. Anthony Falls 
Water Power Co. v. St. Paul Water Commrs., 168 U. S. 349, 359; Champlain Realty Co. v. 
Brattleboro, 260 U. 8. 366, 373; Hughes Bros. Timber Co. v. Minnesota, 272 U. 8. 469, 
472-474; United States vy. Appalachian Power Co., 311 U. 8. 377, 405-406; Pound v. Turck, 
95 U. S. 459, 462 ; United States v. Marthinson, 58 F. 765, 766. 

8 See provisions of acts cited, notes 10 and 11, infra. 
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Bail, 77 U. S. 557, 563, specifies merely that the susceptibility to use 
of a waterway, which is there said to be required, be susceptibility 
to use by customary modes of trade or commerce by water. As al- 
ready stated, the Supreme Court has clearly indicated that the float- 
ing of loose logs may be a sufficient use, and in decisions there referred 
to the Court has treated loose logging as a form of navigation.® 
Congress took the same view when it provided for the regulation *° 
of loose logging as a form of navigation and conditioned its authoriza- 
tions of dams to safeguard the floating of loose logs as a form of 
navigation." Numerous acts of Congress” have treated floating of 
logs in rafts as navigation. Floating logs in rafts is not to be dis- 
tinguished in principle from fioating them loosely except possibly 
as it may sometimes be indicative of relatiye commercial importance 
of the traffic involved. But in the present case, there is certainly no 
lack of commercial importance of the loose logging shown. The 
numerous state court decisions holding susceptibility for use for loose 
logging sufficient to characterize the stream as “navigable” and to 
establish public right of user of the stream show that loose logging 
is a customary mode of trade or commerce by water, and hence that 
it satisfies the requirement of the rule of The Daniel Ball.“ 

The record in this case establishes the long, regular, persistent, and 
commercially important and successful use of these streams for trans- 


portation of timber and forest products from points in the Upper 
- Peninsula of Michigan to mills in Wisconsin as well as in Michigan 
and, after manufacture, to markets over a large part of the United 
States. Such a record requires us to conclude that the Menominee and 


* See note 7, supra. 

7° Section 1, Ch. 189, Apr. 12, 1900, 31 Stat. 75. 

1 Ch. 3508, June 21, 1906, 34 Stat. 386; Ch. 2072, May 1, 1906, 34 Stat. 156; Cf. Ch. 
231, July 5, 1884, 23 Stat. 154-155; Ch. 37, Mar. 5, 1898, 30 Stat. 253. 

2 For an act of Congress characterizing rafting as a method of navigation, and regu- 
lating it, see: Ch. 387, May 9, 1900, 31 Stat. 172. See statement of House Conferees in 
reporting this legislation, Congressional Record, April 30, 1900, pp. 4870-4871. A general 
statutory provision that all Congressional bridge authorizations thereafter given were con- 
ditioned for the protection of rafting, among other navigation mentioned, see § 4, Ch. 
1130, Mar. 23, 1906, 34 Stat, 85. Previous acts authorizing bridges had frequently con- 
tained specific similar provisions. Out of innumerable such statutes, see, e. g., § 6, Ch. 
144, February 25, 1885, 23 Stat. 310, § 3, Ch. 149, July 3, 1884, 23 Stat. 67; § 2, Ch. 81, 
June 12, 1884, 23 Stat. 41-42; § 3, Ch. 388, May 10, 1900, 31 Stat. 173; § 3, Ch. 27, Feb. 
28, 1900, 31 Stat. 34; § 7, Ch. 33, Mar. 2, 1900, 31 Stat. 41; § 2, Ch. 190, Apr. 12, 1900, 
31 Stat. 76; § 3, Ch. 340, Apr. 30, 1900, 31 Stat. 162; § 5, Ch. 341, Apr. 30, 1900, 31 
Stat. 164. 

3 EK. g., see Hallock v. Suitor, 37 Ore. 9, 60 Pac. 384; Gaston v. Mace, 33 W. Va. 14, 10 
8S. E. 60, 66; Commrs. of Burke County v. Catawba Lbr. Co., 116 N. C, 731, 21 8. E. 941, 
944-945 ; Collins v. Howard, 65 N. H. 190, 18 Atl. 794- Pursell v. Stover, 137 Pa. 82, 20 
Atl. 403, 404; Connecticut River Lbr. Co. v. Olcott Falls Co, 65 N. H. 290, 21 Atl. 1090; 
Goodins Err. v. Kentucky Lbr. Co., 90 Ky. 625, 14 S. W. 775; Orange Lbr. Co. v. Thompson, 
59 Tex. Civ. App. 562, 126 S. W. 604; Brown vy. Chadbourn, 31 Me. 9; Collins v. Gearhart, 
237 Mich. 38; Harrington v. Edwards, 17 Wis. 586; Olson v. Merrill, 42 Wis. 203; Minne- 
sota Canal & Power Co. v. Koochiching Co., 97 Minn, 429, 107 N. W. 405, 409; Morgan v. 
King, 35 N. Y. 454 (30 Barb. 1). 
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Michigamme Rivers are navigable waters of the United States. In 
view of this conclusion and the fact that applicant did not press for 
action on its declaration of intention (docket No. DI-155), but filed 
application for a license and conceded jurisdiction of this Commission 
over the Way Dam and Reservoir and the Peavy Falls Dam and Power 
Plant, no determination of the effect on the interests of interstate or 
foreign commerce has been made. 


THE TWIN FALLS DEVELOPMENT 


Turning now to the second principal question, it appears that (a) 
the Twin Falls plant will be beneficially affected by the upstream de- 
velopments for which license has been sought, and (b) the maintenance 
and operation of the Twin Falls plant will provide necessary re- 
regulation of the river flow as fluctuated at the Way Reservoir and 
Peavy Falls plant. Thus, it is quite apparent that each of these ele- 
ments is but a part of a comprehensive development of the water re- 
sources of the region. 

The operation of Way Reservoir, by increasing the flow of the river 
during low water seasons, can improve the dependable capacity of 
the Twin Falls and other downstream plants.* In some instances the 
downstream plants do not have as great installed capacity as is neces- 
sary to take advantage of the full benefits of the operation of the 
Way Reservoir, but this is not true of the Twin Falls plant. Further- 
more, Way Reservoir has such capacity and can be so operated to sub- 
stantially increase the maximum ultilization of stream flow at the Twin 
Falls and Peavy Falls plants. 

Applicant also proposes to operate the Twin Falls plant to provide 
the necessary re-regulation of the river flow as fluctuated by the Peavy 
Falls plant. The Peavy Falls development.is to be operated as a peak- 
ing plant. During the daily peak hours (except at week-ends and on 
holidays) it is planned to release about 1,800 c. f. s., but during off- 
peak hours only 250 c. f. s., or less than one-seventh as much. This 
extreme fluctuation of stream flow can be “ironed out” farther down- 
stream at the Twin Falls development by maintaining the discharge 
from the Twin Falls plant at a fairly constant rate. This will be done 
by operating that plant as a base load carrier. The large diurnal 
“waves” released from the Peavy Falls plant will be impounded as 
they reach the Twin Falls reservoir and released downstream at a con- 
stant rate in the course of the operation of the Twin Falls plant. In 
this way the constructed downstream Twin Falls development is, in 
fact, incorporated as an afterbay of the proposed Peavy Falls develop- 


% Applicant has obtained agreements from some downstream plant owners to reimburse 
it for such benefits. 
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ment and makes possible the peaking operation which is the sine qua 
non of the Peavy Falls development. Without the Twin Falls develop- 
ment to re-regulate stream flow, the-wide fluctuations caused by the 
Peavy Falls development would pass on down the Menominee. 

It is clear that the operation of the several plants and facilities here- 
inabove discussed indicate the essentiality of each as part of a compre- 
hensive plan of stream development and integrated operation. The 
relationship between such plants and reservoirs is obvious and re- 
quires, as we have previously held, that all elements be considered as 
a whole.* From the fact that the Menominee River is a navigable 
water of the United States, it follows that the operation and main- 
tenance of the Twin Falls plant are in contravention of section 23(b) 
of the Federal Power Act. We believe, therefore, that under the 
most favorable interpretation of the pertinent provisions of the Act 
a license is required for the operation and maintenance of the com- 
prehensive project. 


From a consideration of the application and the record of the 
proceedings thereon, we therefore find: 


(1) The Menominee River of itself, and the Michigamme River by uniting 
with the Menominee River, and both rivers by uniting with other waters have 
been used and are susceptible of being used in their ordinary condition as high- 
ways of interstate commerce. 

(2) The Menominee and the Michigamme Rivers are streams over which Con- 
gress has jurisdiction under its authority to regulate commerce among the 
several states and which, either in their natural or improved condition, have 
been used and are suitable for use for the transportation of property in inter- 
state commerce. 

(3) The Menominee and Michigamme Rivers are navigable waters of the 
United States within the meaning of that term as used in the Federal Power Act. 

(4) The applicant’s constructed Twin Falls development on the Menominee 
River is an essential and integral part with the Peavy Falls development, of a 
complete project including Way Dam and Reservoir, the proposed Peavy Falls 
development, and the constructed but unlicensed Twin Falls development. 

(5) A license for the applicant’s Way Reservoir and Dam, proposed Peavy 
Falls development, and downstream constructed Twin Falls development, or any 
of them, or any combination of them, will affect the navigable capacity of naviga- 
ble waters of the United States, and the plans for all dams and other structures 
affecting the use of the Menominee or Michigamme Rivers for the transportation 
of logs or other forest products or for other purposes by the public are re- 
guired to be referred to the Chief of Engineers and the Secretary of War for their 
approval by section 4 (e) of the Federal Power Act. 

(6) Modification of the project for which license is sought, to include the appli- 
cant’s downstream Twin Falls development, is necessary to secure the most com- 
prehensive plan for improving or developing the Menominee and Michigamme 
Rivers for the benefit of interstate commerce, for the utilization of water-power 
development, and for other beneficial public uses. 


%5 Cf. In the Matter of Pacific Gas and Electric Company, 2 F. P. C. 516, 520, 526. 
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(7) It is necessary and appropriate to carry out the provisions of the Federal 
Power Act that applicant be required to amend its pending application for license 
so as to apply for a license to operate and maintain its constructed Twin Falls 
hydroelectric development as a part of the complete project of which the Way 
Dam and Reservoir and Peavy Falls dam and power plant, described in the ap- 
plication, are part, and thereafter to accept such license as the Commission may 
lawfully issue, pursuant to the application as so amended. 

An appropriate order in accordance herewith will be entered. 

Le.anp OL ps. 
Criaupe L. Draper. 
Bastt Man ty. 
Joun W. Scort. 
Crype L. Seaver. 


Order directing inclusion of constructed project works, by amend- 
ment, in application for license 


Wisconsin Michigan Power Company 
(DI-155, Proj. No. 1759) 


Having this day made and entered its opinion and findings in the 
above-entitled matters, hereby referred to and made a part hereof by 
reference, the Commission orders that: 

(A) Within 90 days from the date hereof, Wisconsin Michigan 
Power Company amend its pending application for license so as to 
apply for a license to operate and maintain its constructed Twin 
Falls hydroelectric development as a part of the complete project of 
which the Way Dam and Reservoir and Peavy Falls dam and power 
plant, described in the application, are part, and thereafter to accept 
such license as the Commission may lawfully issue, pursuant to the 
application as so amended ; 

(B) When the foregoing amendment has been duly made, plans 
be referred to the Chief of Engineers and Secretary of War for ap- 
proval pursuant to section 4 (e) of the Federal Power Act, as found 
to be required by our finding incorporated herein by reference as 
stated above. 





IN THE MATTER OF 
CITIES SERVICE GAS COMPANY 


Investigation on Complaint and Commission’s Own Motion into Reason- 
ableness of Rates Charged for the Sale of Natural Gas in Interstate 
Commerce. 


G-141 


(Decided July 28, 1943) 
Syllabus 


Section 6 (a) of the Natural Gas Act authorizes the ascertainment of 
the actual legitimate cost of the property of every natural-gas com- 
pany, and, only when found necessary for rate-making purposes, the 
ascertainment of the “fair value” of such property. The evidence is 
clear that the actual legitimate cost of respondent’s property is ac- 
curately ascertainable from its books and records. P. 464. 

. Respondent’s estimates of reproduction cost and so-called “fair value” 
are at best synthetic figures not taken from the books and records, and 
do not purport to represent actual cost or investment. The trial ex- 
aminer properly excluded evidence of reproduction cost or “fair value.” 
P. 465. 

. No part of an admitted write-up in plant accounts can be included in 
the rate base. P. 466. 

. So-called “intangibles” carried on the books of affiliated predecessors, 
not supported by evidence, excluded from the rate base, but prior 
litigation expense as to which evidence was offered, allowed. P. 467. 

. Past operating expenses purporting to represent the cost of carrying 
unused pipeline capacity during 1928, after the construction period had 
ended, recouped in 1928, a year in which the company’s earnings were 
high, representing past losses, not properly includible in the rate 
base. P. 467. 

Cost of making a survey of the natural-gas resources of the United 
States to assist in determining future policy with respect to acquisition 
of gas acreage, after which acreage was added, included in cost of 
natural gas rights and leaseholds. P. 468. 

. Delay rental expense of an affiliated predecessor on leases previously 
abandoned or transferred, unsupported claim for interest not pre- 
viously capitalized, and bonus costs and rentals applicable to abandoned 
leases, disallowed. P. 469. 

Engineering fees paid to affiliate and top holding company, not based 
upon cost of rendering services, and not the result of dealing at arm’s- 
length, should be excluded from the rate base in the absence of a show- 
ing by respondent of the reasonable cost thereof and the profits exacted 
by the holding company. P. 470. 

. Such engineering fees for services actually rendered, allowed in full for the 
purpose of the interim order. The respondent would be given further 
opportunity to establish, before final order, the actual legitimate cost 
of services rendered. P. 470. 
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. The original cost of properties acquired from affiliate allowed rather 
than amount in its plant account consisting of a capitalized deficit 
of the affiliate. P. 471. 

. Cost of a retired compressor station, erroneously reinstated in plant 
account, properly eliminated in arriving at the actual legitimate cost 
of property in service, making a corresponding reduction in the de- 
preciation reserve requirement, leaving the recommended rate base un- 
affected by the adjustment. P. 471. 

In the absence of evidence by respondent as to the original cost of plant 
not in service, recommendation of Commission’s staff that such property 
be excluded from actual legitimate cost of property in service, accepted. 
Full cost of depreciable property retired should be deducted from the 
depreciation reserve requirement (accrued depreciation). P. 471. 

. Items representing proceeds derived from the purchase and sale of 

securities, and depreciation, erroneously deducted from plant account, 

should be restored thereto. P. 472. 

. Refusal of the Commission’s staff to include in plant accounts past 

operating expenses, and interest which Company had in the past elected 

not to capitalize, and to restate the cost of pipe at prices differing from 

the books, not an “accounting error.” P. 473. 

. Where reasonable and proper depletion and depreciation accounting has 

been observed, resulting reserve is best measure of the depleetion 

and depreciation existing in property, i. e., the accumulated cost of the 

property which has been consumed in service. P. 473. 

. The Commission’s staff properly presented a complete depreciation and 

depletion reserve requirement study, i. e., a computation of the reserves 

which should have accrued had respondent properly recorded in re- 
serves the accumulated cost of the property consumed in service. 

Accrued depreciation is the sum of the proper annual depreciation ex- 

penses from the beginning of the property, less the total net cost of 

property retired. P. 474. 

. A calculation of working capital requirement by taking 3-year average 
excess of current assets over non-interest bearing current liabilities, 
rejected as unsound and inherently fallacious for rate-making pur- 
poses. P. 478. 

No separate provision for minimum bank balances made where taxes are, 
in effect, collected from customers in advance of the date when such 
taxes are paid. P. 478. 

. 644% is a fair and liberal annual rate of return for respondent, a well- 

established natural-gas utility with a high earnings history achieved 

after ample provisions for depreciation and depletion, serving well- 
established markets principally through affiliated distribution companies. 

P. 480. 

. Excess profits of a wholly owned subsidiary oil company engaged in the 

extraction of gasoline and other residuals from natural gas of natural-gas 

company, rendering the natural gas more marketable and transportable 
and reducing the heat content, above the cost of processing the gas, includ- 

ing a fair return on the investment in the property devoted thereto, a 

proper credit to operations of natural-gas company. P. 482. 

. Annual depreciation expense proper where based on the actual legitimate 

cost of the property in service, excluding write-ups and other improper 

items. P. 483. 
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Adjustments of the taxes per books in 1941, the test year, by (1) eliminating 
over-accruals on the books and (2) giving effect to savings in Federal 
income taxes, held proper. P. 484. 

. Dry-hole expenses incurred in 194t’allowed as operating expense even 
though the work orders were not completed until 1942. P. 484. 

. Evidence of increases in future operating expenses being unreliable, the 
Commission preferred to accept experience as revealed by the company’s 
most recent operations. A comparison of operations, per books, for the 
first eleven months of 1942 with the corresponding period in 1941 shows 
selection of 1941 as test year to be liberal. P. 485. 

. Since the company’s facilities and operations are devoted in part to natural 
gas service, not subject to Commission jurisdiction, necessity arises for 
making an allocation of costs as between jurisdictional and non-juris- 
dictional sales. P. 485. 

For the purpose of allocation, costs divided into two categories, (1) “com- 
modity” costs, including costs related to production and purchase of gas, 
and (2) those related to transportation and delivery of gas. P. 486. 

. Return, depreciation and State income taxes properly “commodity” costs 
in part, and “demand” costs in part. P. 486. 

. All-time system peak day used as basis for allocating demand costs instead 
of theoretical deliveries on a colder day. P. 487. 

. While strict rate-making principles might require no allowance for return 
and depreciation on a proposed Hugoton pipeline project until completed 
and in service, held, because of urgent necessity for relieving gas trans- 
portation shortage during war emergency, that public interest requires 
such allowance in connection with the interim reduction of rates ordered 
in this proceeding. P. 488. 


Robert D. Garver, O. R. Stites, and R. Cullison for Cities Service 
Gas Company. 

John Randolph and Lester G. Seacat for Missouri Public Service 
Commission. 

William E. Kemp and Jerome M. Joffee for City of Kansas City, 
Missouri. 

Harold Medill for State Corporation Commission of Kansas. 

Floyd Green for Corporation Commission of Oklahoma. 

Frank H. Terrell for Bituminous Coal Producers. 

Harry C. Clark for United Mine Workers of America. 

Harry 8. Littman, Lambert McAllister and Stanley Morley for Fed- 
eral Power Commission. 


By THE COMMISSION : 
OPprInion 


This is a rate proceeding under the Natural Gas Act, involving the 
reasonableness of the interstate wholesale natural gas rates of Cities 
Service Gas Company.’ It grew out of a complaint by the Public 
Service Commission of Missouri in May 1939, alleging in substance 


4 Hereinafter sometimes referred to as the “Company.” 
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that its efforts to determine the fair and reasonable rates for gas sold 
by the Company for resale and distribution in Missouri had been 
thwarted by the Company’s refusal to furnish pertinent information 
and data and requesting that this Commission undertake an inves- 
tigation of the rates subject to our jurisdiction. 

On July 26, 1939, the Company was directed by our order to show 
cause why its rates should not be reduced. In its answer, the Com- 
pany failed to offer a reduction in its interstate rates or to file appro- 
priate responses and challenged the jurisdiction of this Commission. 
Thereafter this rate investigation was initiated by our order of Octo- 
ber 20, 1939. 

Hearings were begun on November 30, 1942, and continued there- 
after from time to time before a trial examiner through 41 days until 
February 2, 1943. At these hearings the Company presented 23 wit- 
nesses, while nine members of our staff (after making extensive in- 
vestigation of the Company’s books, properties and operations) testi- 
fied. The record before us is comprehensive and voluminous, com- 
prising 6,505 pages of transcript and 64 exhibits. 

Members of the Missouri Public Service Commission and the State 
Corporation Commission of Kansas sat jointly with this Commission’s 
trial examiner throughout the hearing. The Corporation Commission 
of Oklahoma was represented by counsel. The Public Service Com- 
mission of Missouri, and the municipality of Kansas City, Missouri, 
participated as interveners. Although we granted bituminous coal 
mining corporations and the United Mine Workers of America the 
opportunity to introduce relevant and material evidence, file briefs, 
and make oral argument, they did not do so. 


JURISDICTION 


It clearly appears from the evidence that Cities Service Gas Com- 
pany is a natural-gas company within the purview of the Natural 
Gas Act, and that its interstate wholesale rates for natural gas are 
subject to the jurisdiction of this Commission. Indeed, the Company 
has not challenged our jurisdiction in this proceeding, except as 
heretofore noted. 


REQUEST FOR CONTINUANCE 


Although this proceeding was instituted October 20, 1939, more 
than three years prior to the hearing, the Company contends that it 
was “forced to trial without being afforded an opportunity to prepare 


its case,” and that its motion for a six-month continuance was im- 


properly denied? The facts, however, do not support such contention. 


2 Company counsel stated that even if the six-month continuance were granted, a further 
Postponement might be sought. 
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Significantly, this continuance was not requested until the closing 
hour of the hearing, February 2, 1943. It was purportedly sought to 
enable the Company to complete the-preparation of its original cost 
study, which was commenced in September 1938. The evidence shows 
that a proper original cost study could have been completed before 
the hearing which began November 30, 1942. Indeed, the Commis- 
sion’s staff in substance completed such a study in time for the 
hearing. 

We granted several extensions of time for the filing of the original 
cost statement due originally October 1, 1940.° The Company ob- 
viously had much to gain by delay. Further postponement would 
have resulted in undue hardship on consumers. The Company’s 
attitude confessedly has not heen one of cooperation in expediting the 
hearing, but rather delay. The clear, cold facts amply sustain the 
denial of continuance, 

With the exception of the request for further time to complete its 
original cost studies, the company does not deny that it has been 
afforded full opportunity to be heard with respect to the evidence it 
desired to present. The staff's witnesses were cross-examined at 
length by counsel for the Company, and every opportunity was af- 
forded to present rebuttal evidence. Exhaustive briefs have been 
submitted by counsel. Upon such record, it is apparent that the 
company has had a full, fair, and complete hearing. 


THE INTERIM ORDER 


For reasons which will be fully discussed hereafter, however, we 
are entering an interim order effecting a substantial reduction in 
rates, in which certain matters at issue are resolved in favor of the 
company pending further consideration. It is believed this will pro- 


vide a basis upon which the company can secure adequate supplies 
of gas to meet the war emergency. 


PROPERTY AND OPERATIONS 


The Company, a Delaware corporation, upon organization in 1922, 
acquired by consolidation the natural gas production and transmission 
properties of several wholly owned subsidiaries of its parent, Em- 


?On January 16, 1940, we ordered the Company to file its original cost statement by 
October 1, 1940. At the Company's request, the time was extended to July 1, 1941, and 
again to November 1, 1941. On October 13, 1941, the Company applied for a further exten- 


sion without submitting an estimate of the probable completion date. Thus, it has been in 
default since November 1, 1941. 


582231—44—-vol. 330 
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pire Gas and Fuel Company (Delaware).* As of November 30, 1926, 
the Company, acquired the remainder of such properties and the com- 
mon stock of American Pipeline Company owned by the parent 
company. 

The properties of Cities Service Gas Company, which include 
4300 miles of main and field lines, are operated as an integrated 
natural gas pipe-line system, and serve a wide area in northern Okla- 
homa, eastern Kansas, southern Nebraska, and western Missouri. 

Approximately 43% of the Company’s total gas requirements was 
produced from its own wells in the Panhandle Gas Field in Texas, 
and about 56% was purchased in numerous gas fields in Kansas and 
Oklahoma in 1941.6 The gas produced in Texas is transported 
through a 20-inch main transmission line across the northwest corner 
of Oklahoma to Wichita, Kans., where it is commingled with gas 
secured from the fields of Kansas and Oklahoma. 

_The Company’s principal markets embrace the metropolitan areas 
of Kansas City, St. Joseph, Joplin, and Springfield, Mo., and Kansas 
City, Lawrence, Topeka, Leavenworth, Wichita, and Hutchinson, 
Kans. : 


THE RATE BASE 


Exclusion of “fair value” evidence —At the threshold, we are met 
with the Company’s contention that the trial examiner improperly 


excluded evidence of reproduction cost and so-called “fair value” of 
the properties. Our views as to why such evidence should be excluded 
have been stated in earlier opinions,’ and need not be amplified here. 
It seems quite apparent that section 6 (a) of the Natural Gas Act 
authorizes the ascertainment of the actual legitimate cost of the prop- 
erty of every natural-gas company, and only when found necessary 
for rate-making purposes the ascertainment of the “fair value” of 
such property. The evidence is clear that actual legitimate cost of the 
Company’s property is accurately ascertainable from the books and 
records. Approximately 76% of the Company’s existing property 


*The outstanding capital stock of Empire Gas and Fuel Company (Delaware) has been 
continuously owned by Cities Service Company, the top holding company. Henry L. 
Doherty, founder of the Cities Service system, dominated and controlled the system from 
1910 to his decease in 1939. 

5Its 1941 sales aggregated 102,241,557 M. c. f., of which 60,108,287 M. c. f. were inter- 
state sales for resale, 40,729,291 M. c. f. direct sales (chiefly to industrial consumers), and 
1,408,979 M. c. f. sales made directly from local gas fields. The total cumulative volume 
of natural gas transported across state lines in 1941 was 164,464,335 M. c. f. 

* Approximately 1% of the total 1941 requirements was produced by the Company from 
its wells in Kansas and Oklahoma. 

1 Detroit v. Panhandle Eastern Pipe Line Company, et al., 45 P. U. R. (N. 8.) 208, 208-210 
supra, p. 273; Chicago District Electric Generating Company, 89 P. U. BR. (N. 8.) 263, 
269-272, 2 F. P. C. 412. . 
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was constructed since November 30, 1926, during years of relatively 
high prices.® 

Moreover, the Company’s estimates ef reproduction cost and so-called 
“fair value” are at best synthetic figures not taken from the books and 
records. They do not purport to represent actual cost or investment. 
Upon such record, we find that no necessity was shown to exist for the 
consideration of evidence of reproduction cost or “fair value” in this 
proceeding. Additionally, such evidence has been condemned by sev- 
eral members of the present Supreme Court of the United States as 
unreliable for rate-making purposes. We conclude, therefore, that 
the trial examiner’s exclusion of such evidence was proper. 

Actual legitimate cost—The staff maintains that the actual legiti- 
mate cost of the gas plant in service at December 31, 1941, is $63,425,271. 
Although the Company contends that the staff’s recommendation is 
in error, it has not stated what amount is claimed as the cost of the 
entire gas plant. The Company offered no evidence showing the cost 
of its utility plant, except for natural gas rights and leaseholds and 
natural gas storage rights and leaseholds, the total cost of which is 
claimed to be $2,521,053. 

The gas plant in service appearing on the books on December 31, 1941, 
was $86,134,828.57. In order to determine the actual legitimate cost of 


®The Commission’s staff presented evidence showing that the actual legitimate cost of 
gToss plant additions (exclusive of leaseholds), from November 30, 1936, to December 31, 
1941, was as follows: 


1988 nnn enna nee ec emenewewesceececennacecansaesssaae: -- $1, 104, 477 


58, 412, 178 
Of this total, $49,109,521 represents property in service at December 31, 1941, according 
to the staff’s evidence. 
® See concurring opinion of Justices Black, Douglas, and Murphy in Federal Power Com- 
mission v. Natural Gas Pipeline Oo., 315 U. 8. 575, 602-606; dissenting opinion by Mr. 
Justice Black in McOart v. Indianapolis Water Oo., 302 U. S. 419, 437; concurring opinion 
of Mr. Justice Frankfurter in Driscoll v. Edison Light 4 Power Co., 307 U. 8, 104, 122-123; 
Mr. Chief Justice Stone in Federal Power Commission vy. Natwral Gas Pipeline Co., 315 
U. 8. 575, 588-589, and his dissenting opinion in West v. Potomac Telephone Oo., 295 U. 8. 
662, 689; Mr. Justice Jackson. “The Struggle for Judicial Supremacy” (Knopf 1941), pp. 
51-53. 
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such plant, however, it is clear from the evidence that numerous ad- 
justments are required to be made to such book figures. 

Write-up of November 30, 1926.—As of November 30, 1926, the Com- 
pany’s plant accounts were written up by $17,440,935. This is con- 
ceded by counsel for the Company. It clearly appears from the 
evidence that no part of this amount represented actual legitimate 
cost or investment. Hence, no part of such sum can be included in the 
rate base. 

Between November 30, 1926, and December 31, 1941, numerous items 
of such written-up plant were retired at the inflated book values. The 
evidence shows that the inflation in the book cost of the properties 
so retired totaled $6,647,565. Obviously, this amount must be de- 
ducted from the write-up of $17,440,935 to arrive at the write-up re- 
maining in the plant account at December 31, 1941. After making 
this deduction there is the sum of $10,793,370 remaining. This amount 
we eliminate. 

Intangibles —At December 31, 1941, $6,384,731 was carried in the 
company’s plant account as intangibles. The Commission’s staff rec- 
ommended that $10,543 of this sum be allowed as intangibles, that - 
$13,328 be reclassified as general construction expenditures and al- 
lowed, and that the remaining amount of $6,360,860 be disallowed. 
The sum of $6,360,860 represents : 


Intangibles carried forward from the books of various affiliated 
predecessors in 1922 and 1926 

Operating expenses capitalized on Pampa-Wichita line in 1929 

Expenses of a natural gas survey in 1932 

Subsequent adjustments recorded by the company. 


Total as of December 31, 1941 


We shall discuss these items in the sequence shown above. 

“Intangibles” of affiliated predecessors.—In 1922 and 1926, the com- 
pany recorded in its plant account the so-called “intangibles” in the 
amount of $7,553,233 which theretofore had been carried on the books 
of several affiliated predecessors whose properties were acquired in 
those years. These “intangible” items are summarized in the mar- 


»* At the hearing, counsel for the Company stated : 

“If the Commission please, I have been very tolerant in letting this testimony go on, but 
it seems to me we are wasting a lot of time. There isn’t any question about the fact that 
the company employed Sanderson & Porter to revalue the property— 


7 = * 
“They did. And following that the company did write up its books $17,000,000, Now, 
all of this, as to Why? is immaterial. The write-up is there and we admit it.” 
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gin™ The staff submitted detailed evidence showing that no part of 
this amount represented actual legitimate cost. The Company, with 
the single exception of a comparatively minor amount capitalized by 
The Marnet Mining Company as litigation costs in 1911 and 1912, of- 
fered no evidence concerning these intangibles, and makes no claim 
for their inclusion in the rate base as actual legitimate cost. We allow 
the controverted item of $46,565. We find that the other items do not 
represent actual legitimate cost of plant in service and disallow them. 

Operating expenses capitalized on Pampa-Wichita line.—Cities 
Service Gas Pipeline Company, an affiliated predecessor, in 1927 con- 
structed a transmission pipe line from Pampa, in the Texas Pan- 
handle Gas Field, to Wichita, Kans., which line was completed and 
placed in service on December 31, 1927. Cities Service Gas Company 
thereafter operated this line as a part of its system under a lease agree- 
ment pursuant to which it paid all operating expenses and interest. 
In 1928, the first year of its operation, all operating expenses of the 
line were charged to the operating expense accounts of Cities Service 
Gas Company. However, in 1929, that Company capitalized in its in- 
tangible account $540,000 * representing 50% of such 1928 operating 
expenses on the theory that this amount represented costs attribut- 
able to the unused capacity of the pipe line during 1928. 

These operating expenses are not actual legitimate cost of property 
devoted to the public service. They purport to represent the cost of 
carrying unused pipeline capacity during 1928, after the construction 
period had ended. The basis of the Company’s claim is that these 
amounts represent past losses in operating this particular line. But 
the Supreme Court of the United States has held that past losses are 


41 Write-up recorded by Wichita Pipe Line Company in 1914 as contracts, 
franchises and other property rights $4, 000, 000 
Amount recorded by Quapaw Gas Company for gas rights and leases which 
were depleted by 1914 2, 699, 539 
Write-up recorded by Kansas-Oklahoma Gas Company in 1925 500, 000 
Litigation expenses incurred in testing the constitutionality of statute pro- 
hibiting exportation of natural gas from Oklahoma, capitalized by The 
Marnet Mining Company in 1911 and 1912 46, 565 
Amount recorded in 1926 by the Company for property in Miami Mine Field 
which was not received from affiliated Consumers Gas Company. 43, 337 
Organization expenses of The Marnet Mining Company (dissolved) incurred 
in 1910 and 1911 5, 316 
Organization expenses of Kansas-Oklahoma Gas Company (dissolved) in- 
curred in 1925 5, 207 
Receivership expenses and Federal income taxes of Kansas Natural Gas 
Company capitalized in 1925 193, 029 
Unidentified leasehold development costs transferred by parent company in 
DO iced ie cicknenen cities doecienpaepecagpemengatigsantictiiariiatiintadiiinity tipi leticasttabatailiipes 60, 240 


7, 553, 233 
#2 The same amount was credited to surplus. 
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not properly includible in the rate base,’* and recently has sustained 
this Commission’s disallowance of a similar claim.* 

To allow these past operating expenses as a part of the rate base 
would place an undue burden on present rate payers. The evidence 
shows that Cities Service Gas Company recouped these expenses in its 
total operations in 1928, a year in which the Company earned over 19% . 
on the net investment in property in service, including working capital. 
In the cireumstances, we are compelled to disallow this item. 

Expense of natural-gas survey.—The staff urges the disallowance of 
$34,105 capitalized by the Company in its intangible account in 1932, 
representing the cost of making a survey of the natural-gas resources 
of the United States to assist in determining future policy with respect 
to the acquisition of gas acreage. The primary object was to de- 
termine whether the Company could depend on gas purchases for the 
major portion of its supply or should acquire additional acreage. 
After the survey, the Company added to its existing acreage in the 
Hugoton Field. Company witnesses proposed to include this amount 
as a part of the cost of its Hugoton leases. We feel that the Company’s 
proposal is reasonable. We therefore include this sum in the cost of its 
natural gas rights and leaseholds. 

Conclusion as to intangibles —Subsequent to the recording of the 
above-discussed intangibles in its plant account, the Company volun- 
tarily made a number of adjustments thereto which had the net effect 
of reducing the intangible account by $1,766,478, leaving $6,384,731 on 
the books at December 31, 1941. 

To summarize our conclusions with respect to the intangible account, 
we find that of the $6,384,731 remaining in the plant account at Decem- 
ber 31, 1941, $6,280,190 *° should be disallowed as not representing 
actual legitimate cost of property devoted to the public service, and the 
balance of $104,541 should be allowed. 

Leaseholds and natural-gas rights—The amount appearing in the 
Company’s plant account for natural-gas rights and leaseholds in serv- 
ice and held for future use, at December 31, 1941, was $2,207,758. The 
Company contends that the original cost of its acreage used and useful, 
consisting of approximately 113,102 acres in the Texas Panhandle 
Field, 182,182 acres in the Hugoton Field in Oklahoma and Kansas, 
and 424,969 acres located in other parts of Oklahoma and Kansas, is 
$2,174,122.1° The Commission’s staff reclassified certain of this acreage 
and recommended that $481,727 be included in the rate base as the 

18 Galveston Electric Company V. Galveston, 258 U. 8. 388. 

4 Federal Power Commission v. Natural Gas Pipeline Company, 315 U. 8. 575, 588-592. 

% The individual intangible items have been herein discussed in terms of the gross 
amounts originally recorded. Due to the Company's own reduction of $1,766,478 in the 
total intangible account (of which reduction $249,058 properly applies to tangible plant 
instead of “intangibles”), the total disallowance of $6,280,190 is less than the aggregate 


of the individual items hereinbefore found not to represent actual legitimate cost. 
%* This sum includes $34,105 for the natural-gas survey heretofore discussed and allowed. 
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actual legitimate cost of leaseholds and rights in service at December 
81, 1941.27 

We accept for the purpose of our interim order the Company’s classi- 
fication of natural-gas rights and leaseholds, thereby allowing in the 
rate base all acreage which the Company claims to be used and useful in 
rendering gas service, including the acreage in the Hugoton Gas Field. 
We find from the evidence, however, that $1,644,349 of the $2,174,122 
claimed for this acreage should be included in the rate base as actual 
legitimate cost, and that the balance of $529,773, consisting of past 
operating expenses, cost of abandoned leases, and “interest” improperly 
capitalized, should not be allowed. The facts concerning the amount 
disallowed may be briefly summarized as follows: 

A substantial part. of the Company’s leases in the Texas Panhandle 
Gas Field was orginally acquired by Empire Gas & Fuel Company 
(Maine), an affiliate of Cities Service Gas Company. In 1928, these 
leases were conveyed to another affiliate, Cities Service Gas. Pipeline 
Company, which in turn transferred the same to Cities Service Gas 
Company in 1935. Incidental to the 1928 transfer, the following past 
expenses of the Empire Company were added to plant account: (a) 
$443,235 of delay rental expense on leases previously abandoned, (b) 
$43,018 of delay rental expense on leases transferred, and (c) $79,- 
796 of “interest” not theretofore capitalized, a total of $566,049. In 
addition, plant transferred was further inflated by $69,397, represent- 
ing bonus costs and rentals applicable to leases abandoned by the 
Empire Company. Due to subsequent retirements, $529,773 of these 
charges remained on the books of Cities Service Gas Company at 
December 31, 1941. 

It would be improper to include these items in the rate base. More 
than $512,000 of such charges relate to acreage abandoned by the pred- 
ecessor, Empire Company. The delay rentals were properly treated 
as operating expenses by the affiliated company which incurred them. 
To include such past operating expenses in the rate base would not 
only result in duplication, but would place a continuing burden upon 
the rate payers. The Cities Service system cannot be permitted to 
have these charges twice, both as operating expense and as capital. 
Nor has any basis been established in the record for including the 
amount belatedly capitalized as “interest.” No support therefor ap- 
pears on the books and records, and no evidence was offered which 
would warrant its inclusion in the rate base. It is, therefore, not al- 
lowed in the rate base. 

Net deductions of $4,570 from the book cost of leaseholds, proposed 
by the Company’s witness, are approved. 


The staff indicated the actual legitimate cost of leaseholds and rights held for future 
use to be $420,008, but did not include this amount in its recommended rate base. 
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Doherty Company fees capitalized —During 1923 to 1937, inclusive, 
the Company and its affiliated predecessors capitalized $2,376,049 of 
“engineering fees” paid upstream to Henry L. Doherty & Company 
and Cities Service Company (the top holding company).* The fees 
were computed by Cities Service Gas Company at the rate of 5% on 
its major construction jobs and paid without invoices. Of this 
amount, $2,059,543 remained on the books at December 31, 1941, due 
to retirements. Henry L. Doherty, during the 1923-1937 period, con- 
trolled Cities Service Company and was the sole proprietor of Henry 
L. Doherty & Company. 

Although notified by the Commission on December 18, 1941, that the 
cost of such services should be supported by bona fide recerds, the 
Company failed to submit any evidence of cost. Instead, it offered 
evidence showing that the Company would have paid a greater amount 
if the fees had been computed on the basis of a standard form of con- 
tract of another engineering firm. 

It is quite clear that the Doherty fees were not based upon thé cost 
of rendering such services, but were calculated upon arbitrary per- 
centages.’® Where, as here, the dealings were not at arm’s length, it 
was incumbent upon the Company to show the reasonable cost of 
rendering the service and the profits exacted by the holding com- 
pany. Rate payers are not required to pay a return on such profits,” 
In view of the Company’s failure and refusal to sustain this burden of 
proof, we would be justified in excluding these fees from the rate base. 

However, the record shows that some services were rendered and 
costs incurred, although the amount thereof is not revealed. It is 
therefore proposed to include the full amount of such fees for the pur- 
pose of this interim order. Before entering a final order, the Company 
will be given a further opportunity to establish the actual legitimate 
cost of the services rendered. Only the amount fully supported by 
competent evidence will thereafter be allowed. Our final action on 
this item therefore will be reserved. 

Deficit capitalized by Kansas Natural Gas Company.—On Novem- 
ber 30, 1926, when Cities Service Gas Company acquired the physical 
properties of Kansas Natural Gas Company, an affiliate, it included 
in plant account the deficit of that company amounting to $3,367,000, 
which had been capitalized on January 1, 1921. This peculiar ac- 


18 During the period 1923-1935, the charges were paid to Henry L. Doherty & Company, 
and during the 1935-1937 period to Cities Service Company. In addition to “engineering 
fees,” Cities Service Gas Company and one of its affiliated predecessors paid during 1926— 
1937 to these companies $789,891 for so-called “management fees.” Such “management 
fees” were charged to operating expenses in those years, and therefore are not in issue 
here. 

%® See Re Cities Service Company, et al., File No. 59-46, Opinion of Securities and Ex- 
change Commission dated August 5, 1942. 

»® Western Distributing Company v. Commission, 285 U. S. 119; Smith v. Illinois Bell 
Telephone Company, 282 U. S. 133. 





CITIES SERVICE GAS COMPANY 471 


counting appears to have been the result of an effort to reflect on the 
books some approximation of the original cost of the property ac- 
quired by Kansas Natural Gas Company from its affiliate, The Kan- 
sas City Pipe Line Company. The Commission’s staff, from an 
examination and analysis of the books and records of The Kansas 
City Pipe Line Company, found the original cost of the properties 
involved to be $3,893,031, and recommended that this sum be included, 
as of November 30, 1926, in lieu of amount recorded on the books of 
Cities Service Gas Company for this property. The Company has 
raised no objection to this liberal and obviously necessary adjustment. 
It is approved. 

Unrecorded retirements.—In 1924, 1925 and 1926, certain affiliated 
predecessors of the Company recorded the retirement of compressor 
stations which had been abandoned or otherwise removed from serv- 
ice. When the detailed plant records of the Company were set up 
as of November 30, 1926, the costs applicable to these retired stations, 
totaling $501,559, were erroneously reinstated in the plant accounts. 
The Commission’s staff properly eliminated this amount in arriving 
at the actual legitimate cost of property in service, and made a cor- 
responding reduction in the depreciation reserve requirement, leav- 
ing the recommended rate base unaffected by the adjustment. 

The Company admits that this property was retired from service, 
but contends that the cost appearing on its books: is not the original 
cost. It failed, however, to offer evidence of the cost claimed. We 
approve the staff’s adjustment as reasonable and proper. 

Plant not in service-—The Company and the Commission’s staff 
agreed that certain items of property were not in service on December 
31,1941. The staff offered evidence showing that the cost of this prop- 
erty, $1,185,349, as shown by the Company’s plant ledgers, should be 
excluded in arriving at the actual legitimate cost of property in service 
at that date. The Company, while it agreed that this property was 
not in service, denied that the sum of $1,185,349 represents original 
cost. However, it presented no evidence showing the amount claimed 
as such original cost. We accept the staff’s recommendation in this 
regard. Since this property has been retired, the full cost of the 
depreciable property, $1,164,260, should be deducted from the deprecia- 
tion reserve requirement (accrued depreciation). 

Other items deducted from plant account—The staff offered evi- 
dence recommending the exclusion from plant account of the five items 


“The plant account of Cities Service Gas Company at November 30, 1926, carried this 
property at $3,747,512, consisting of the $3,367,000 deficit and $380,512 paid for the com- 
mon stock of The Kansas City Pipe Line Company. The sum of $3,747,512 is before the 
write-up, as of November 30, 1926, hereinbefore discussed. 

2 The staff recommended that the reserve requirement should be reduced by only $318,266 
on account of the property not used or useful. 
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set forth in the margin,” totaling $455,079. The Company did not 
dispute this disposition. We find that these items should be excluded 
as not representing actual legitimate cost of property in service. 

Other items added to plant account.—We agree with the Company’s 
contention that $78,153 should be added to the cost of natural-gas 
storage leaseholds appearing in the plant account. In addition, as 
recommended by the staff, we shall restore to the plant account items 
totaling $412,604 consisting of proceeds derived from the purchase and 
sale of securities, and depreciation, which have been erroneously de- 
ducted by the Company from such plant account. 

It appears from the evidence that the books of Cities Service Gas 
Company may not reflect the full investment made by the Cities 
Service system in the property acquired from Kansas Pipe Line and 
Gas Company. We shall accept, for the purpose of the interim order 
only, as the actual legitimate cost of such property, the amount of 
$205,499 claimed by the Company. 

Summary of actual legitimate cost—To summarize, we conclude 
from the evidence that the actual legitimate cost of the property used 
and useful at December 31, 1941, was $66,977,654, exclusive of con- 
struction work in progress. 

In arriving at this conclusion, we have fully considered the Com- 
pany’s contentions that the staff (1) failed to reflect the original cost 
of operating units or systems acquired which were constructed by 
parties other than the Company; (2) did not make corrections for 
so-called “accounting errors”; and (3) erroneously determined the 
cost of units of property in those instances where it was necessary to 
deal with property units, e. g., removing inflation from separate items 
of property or determining the cost of items retired. Here again, the 
Company produced no evidence showing what effect these matters 
would produce on the total rate base. Indeed, the Company witness, 
who advanced these criticisms of the staff’s method, admitted on 
cross-examination that he had not made a complete analysis of the 
accounts and that until his audit was completed he could not know 
whether the cost found by the staff was more or less in the aggregate 
than the original cost as he interprets it. 

* Interest capitalized by Wichita Pipe Line Company after beginning of com- 

mercial operations $194, 744 
So-called value of contracts and contract rights acquired by Wichita Pipe 
Line Company from 8. H. Hale in 1914 117, 068 


Organization expenses of Wichita Pipe Line Company (dissolved) incurred in 

1914 and 1915 20, 653 
Costs representing dry holes, a depleted well and wells located in Arkansas, 

transferred from parent company. No property received 108, 517 
Interest capitalized on lines from Leavenworth, Kansas, to St. Joseph, Mis- 

souri, and from Fort Scott to Petrolia, Kansas 
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The contention that the staff did not properly determine the 
original cost of operating units or systems in accordance with our 
Uniform System of Accounts is clearly untenable. The evidence 
discloses and we have no hesitancy in saying that the staff carefully 
prepared the studies and exhibits used in this proceeding; its method 
of determining the actual legitimate cost was a sound and proper 
one. We have included in the rate base every dollar actually invested 
by the Company and its affiliates in the property devoted to public 
service. 

As to the claim that errors were made in determining the cost of 
certain individual property units, suffice it to say that the staff used 
the Company’s own determination of the cost of such units appearing 
on the books which for years have formed ‘the basis of reports to its 
security holders and the tax authorities. The evidence is clear that 
this method is accepted as standard accounting practice in the in- 
dustry and here found to be reasonable. 

The allegation that “accounting errors” were committed by the staff’s 
accountants, we find, upon analysis of the evidence, represents nothing 
more than a criticism of the staff’s refusal to include in the plant 
accounts past operating expenses, and interest which the Company 
had in the past elected not to capitalize, and to restate the cost of pipe 
at prices differing from those now appearing in the plant accounts.* 
Obviously, these are not accounting errors. Here is simply an attempt 
by the Company to impeach its own books and records, kept in pur- 
suance of a deliberate policy prescribed by the management. 

Existing depreciation and depletion—The Commission’s staff rec- 
ommended that $22,429,031 be deducted from the actual legitimate cost 
for depreciation and depletion. The Company offered no evidence 
showing any amount claimed as the existing depreciation and depletion 
in its properties. Its only witness on depreciation gave his approval to 
the straight-line service life method of determining accrued depre- 
ciation. Furthermore, he found no fault with the service lives of 
the property determined by the staff’s engineer. His testimony con- 
sisted principally of a criticism of the staff’s depreciation rates which 
were based upon those service lives. But he did not state what rates 
would be proper for use in this case. Indeed, counsel for the Com- 
pany stated that the results obtained by the staff may be too high, 
too low, or even correct. 

We have held that where reasonable and proper depletion and de- 
preciation accounting has been observed, the resulting reserve is the 
best measure of the depletion and depreciation existing in the prop- 
erty, i. e., the accumulated cost of the property which has been con- 

*As to the latter contention, it is observed that if the pipe prices were restated at higher 


cost, as suggested, the depreciation reserve requirement would be increased correspondingly. 
Thus, the rate base would remain substantially the same. 
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sumed in service.» However, the book reserves of the Company were 
accumulated in such manner that they cannot be accepted as accurately 
measuring the accrued depletion and depreciation in the property. 
Nor do such book reserves accurately reflect the amounts recovered 
for depletion and depreciation through past operating expenses. 

A few examples will suffice to reveal the character of the deprecia- 
tion accounting. Some of the affiliated predecessors transferred no 
reserves while others reduced their reserves for losses which were in 
no way related to property retirements. A credit arising from in- 
debtedness forgiven by the parent company was added te the book 
reserves at November 30, 1926. During the period November 30, 1926 
to December 31, 1941, depreciation was computed by applying annual 
rates to written-up plant balances. Similarly, the reserves were 
charged with property retirements, priced at amounts which admit- 
tedly included write-ups. The Company’s book reserves were reduced 
by substantial charges for abandoned lease and dry hole costs. Asa 
result of a restatement of depreciation and depletion in 1932, the 
Company reduced its book reserves by $4,339,321 and’ increased its 
surplus by a like amount. 

The Commission’s staff presented a complete depreciation and de- 
pletion reserve requirement study, i. e., a computation of the reserves 
which should have been accrued had the Company properly recorded 
in reserves the accumulated cost of the property consumed in service. 
A qualified staff engineer inspected the Company’s properties, analyzed 
its past experience and that of its predecessors, and estimated the over- 
all service lives of the property by classes. He considered service life 
data on other pipe lines, and treated realistically both the physical and 
functional aspects of depreciation. 

The fact is undisputed that the life of the Company’s gas reserves 
will extend beyond the average physical life of its pipe lines. How- 
ever, the ultimate life of the project is inherently limited because it is 
a wasting-asset business. 

The depreciation rates recommended by the staff in computing both 
the annual depreciation expense and the reserve requirement (accrued 
depreciation) were derived from the average service lives of the various 
classes of property owned by the Company. The equitable principle 
that the accrued depreciation at any given time should be harmonized 
with the related annual expenses for depreciation was recognized by 
the staff and appropriately applied. Stated another way, the accrued 
depreciation is the sum of the proper annual depreciation expenses 
from the beginning of the property less the total net cost of property 
retired. The method used by the staff conforms to our previous de- 


*% Detroit v. Panhandle Eastern Pipe Iine Company, et al., 45 P. U. R. (N. S.) 203, 
supra, p. 273. 
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cisions. Under that method the sum required annually to reimburse 
the Company for the cost of property consumed in whole or in part in 
rendering service is determined and’ included in operating expenses, 
with the result that the Company is assured of being fully reimbursed 
for its capital investment by the end of the life of the property. 

Although the Company contended that the staff’s depreciation rates 
were incorrect, we find that such rates substantially coincided with 
those used by the Company on its books. The evidence shows that 
these rates reflect the Company’s own depreciation experience. We 
recognize that the determination of depreciation is not an exact science. 
Depreciation rates are subject to adjustment in the light of actual ex- 
perience. But there is comparatively little effect on the total cost of 
service (including return) whether a longer or shorter service life is 
used under the method which we apply. In other words, the combined 
depreciation and return allowed to the Company remain substantially 
unchanged by increasing or decreasing the depreciation rates so long 
as consistency is maintained in computing the annual expense and the 
reserve requirement. We consider it fundamental that annual depre- 
ciation expense and accrued depreciation are two aspects of the same 
phenomenon which require consistent treatment. If this principle is 
followed, both the Company and the ratepayer will be protected. 

The Company contends that the staff erred in restoring to the de- 
preciation reserve $2,200,000 accrued by The Kansas City Pipe Line 
Company, an affiliated predecessor. During 1908 to 1912, inclusive, 
The Kansas City Pipe Line Company provided annual depreciation 
accruals in amounts which equaled the principal amount of its first 
mortgage bonds redeemed. It provided no accruals for depreciation 
between 1905 and 1908 nor between 1912 and 1921. When Kansas 
Natural Gas Company recorded the acquisition of the properties of 
The Kansas City Pipe Line Company as of January 1, 1921, it failed 
to reflect on its books $2,200,000 accumulated in the depreciation reserve 
of The Kansas City Pipe Line Company. As a consequence, this 
amount was never recorded in the depreciation reserve of the Cities 
Service Gas Company. The contention is made that such provisions 
were no proper measure of depreciation. 

The staff checked the accuracy and propriety of the Company’s 
book reserves at November 30, 1926, as corrected to reflect the proper 
accounting for depreciation and depletion actually accumulated from 
past earnings, by making an independent reserve requirement study 
as of the same date. This study revealed that such book reserves, as 
adjusted to include, among other things, the $2,200,000 above referred 
to, substantially reflected the accrued depreciation and depletion ex- 
isting in the properties at that date. The staff’s treatment of this 
matter is therefore approved. 
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The Company, contends in its brief that the staff’s depreciation 
requirement was overstated by reason of the fact that retirement work 
in progress in the amount of $219,162 was not deducted therefrom. 
Company counsel did not challenge this item during the hearing. 
However, since the evidence does not fully disclose the details of this 
item, we will deduct the sum of $219,162 from the staff’s reserve require- 
ment for the purpose of an interim reduction in rates and reserve 
disposition of this amount until a final order. 

We have already adverted to our conclusion that the staff’s depre- 
ciation reserve requirement should also be reduced by $1,164,260 in 
order to reflect the depreciation applicable to depreciable property not 
in service, rather than by only $318,266 as recommended by the staff. 

Two other deviations from the accrued depreciation obtained by the 
staff must be taken into account. The reserve for depletion must be 
increased by $43,907 as a result of increases allowed in the actual 
legitimate cost of leaseholds over the staff’s recommended cost. Fur- 
thermore, the staff’s reserve for depreciation and depletion must be 
increased by $396,667 for the purpose of an interim reduction because 
of our inclusion of the 5% engineering fees of Doherty & Company in 
actual legitimate cost; final disposition being reserved. 

Upon consideration of the evidence, we conclude that the actual 
existing depreciation and depletion in the properties at December 31, 
1941, was $21,804,449, as follows: 


Depletion * 
Depreciation 


Total reserve requirement 21, 804, 449 


It is clear from the evidence that the Company has recovered this 
reserve through past operations. Indeed, at least $25,115,910, or 
$3,311,461 more, has been recouped through charges to depreciation 
expense prior to December 31, 1941.”* 


2% Relates to gas wells and producing leases and was computed by unit-of-production 
method. (Unit consists of 1,000 cubic feet of gas.) This method has not been challenged. 
** Computed by straight-line service life method. 
% Reserves per books, December 31, 1941 $15, 013, 060 
Add: ° 
Inflation included in property retirements_ , 569, 600 
Restatement of reserves in 1932 ‘ , 321 
Depreciation credited to plant account instead of reserve , 754 
Losses and expenses not associated with property retirements 
parent company . , 901) 
Deduct: 
Elimination of credit to reserve for amount of debt forgiven by 
parent company ; , 901) 
Unrecorded retirements. , 559) 
Write-up of units purchased , 620) 
Reserves applicable to property not in use ; , 260) 
Retirement work in progress , 162) 


Total reserves, based on depreciation and depletion previously 
charged to expense, not less than , 910 
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The reserve requirement of $21,804,449 will be deducted from actual 
legitimate cost in determining the rate base for the purpose of an 
interim order reducing rates in this proceeding. 

Construction work in progress.—The rate base recommended by the 
Commission’s staff included $346,214 for property classified on the 
books at December 31, 1941, as “construction work in progress,” but 
which was in fact completed at that date. Due to the Company’s’ 
failure to maintain its account for construction work in progress in 
conformity with the Commission’s Uniform System of Accounts and 
to clear completed construction from such account, the staff’s study 
did not reveal additional amounts invested in construction which had 
been completed prior to December 31, 1941. The Company claims that 
an additional $512,720 should be included in the rate base for expendi- 
tures applicable to such completed construction. For the purpose of 
our interim order, we allow this additional sum. 

Moreover, we include the claimed cost of $717,423 for the transmis- 
sion line to the Cement Gas Field which was virtually completed and 
ready for service at December 31, 1941. The evidence shows that this 
line was required to maintain existing gas service. 

The total of the foregoing items to be included in the rate base as 
“construction work in progress” is $1,576,357. 

Working capital requirements.—There is no dispute with respect to 


the staff’s allowance for materials and supplies in the amount of 
$1,302,078." 

The staff recommends a cash working capital allowance of $269,116, 
representing one-eighth (45 days) of such of the Company’s expenses, 
$2,152,931, for the year 1941, as required working capital. The Com- 
pany specifically claims an additional $883,950 for cash working capi- 
tal, consisting of the following items: 


Prepaid expenses 

Gas packed in lines 

Cash for reclaims 

Prepaid expenses for storage gas 
Minimum bank balances 
Regulatory commission expense 


2 This sum represents the average monthly balance of the materials and supplies ac- 
count, per books, in 1941. Such account includes approximately $750,000 erroneously 
added thereto by the Company in 1939 to restate second hand salvage items at purported 
original cost. Inasmuch as this increase is offset by an equivalent addition to the depre- 
ciation reserve requirement, and hence has no effect on the rate base, we accept the 
Company’s accounting in this respect for the purpose of our interim rate order. 

*® The sum of $2,152,931 includes all operating expenses and exploration and development 
costs recommended by the staff, except purchased gas expense, gas well royalties and aban- 
doned lease costs. The evidence shows that these excepted items require no cash outlay 
between the time they are incurred and the time revenues are collected. 
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The Company also presented a calculation showing that by taking 
the 3-year average excess of current assets over non-interest bearing 
current liabilities at December 31 of each of the years 1939, 1940 and 
1941, the indicated working capital requirement would be $3,103,493. 
We reject this method of computing working capital requirements as 
unsound and inherently fallacious for rate-making purposes. By this 
' device there would automatically be included in the working capital 
allowance such items as surplus cash on hand and cash held for pay- 
ment of dividends, interest, and debt retirement. 

Upon careful consideration of the evidence, we conclude that in 
addition to the amount recommended by the staff, there should be 
allowed the full amount claimed by the Company for prepaid ex- 
penses, gas packed in lines, and cash for reclaims, totaling $138,052. 
We also allow $87,646 for prepaid expenses for storage gas," and $21,302 
for additional operating expenses, including $16,000 or one-eighth of 
the amount which remains to be paid ($128,000) for regulatory com- 
mission expense. 

We have made no separate provision for minimum bank balances 
because the evidence shows that taxes are, in effect, collected from the 
customers in advance of the date when such taxes are paid. Thus, the 
Company has the use of funds representing tax accruals during the 
period between collections from customers and payments to taxing 
authorities. Manifestly, gas consumers should not be compelled to 
pay a return on cash working capital which they furnish. The evi- 
dence shows that the cash working capital available through taxes, 
after the reduction in revenues ordered in this proceeding, will provide 
more than the amount of $351,800 cash claimed by the Company for 
minimum bank balances. 

To summarize, we include in the rate base, for the purpose of this 
proceeding, the total working capital requirement of $1,818,194, con- 
sisting of $1,302,078 for materials and supplies and $516,116 for cash 
working capital. The evidence does not support additional amounts 
claimed by the Company as being properly allowable for working capi- 
tal; such claims are disallowed. 

Conclusions as to rate base——Our conclusions with respect to the 
rate base may be summarized as follows: 

Actual legitimate cost: 
Natural gas rights and leaseholds. 
Storage gas rights and leaseholds 


Transmission and gathering lines, compressor stations, 
gas wells, and all other property in service 


Total actual legitimate cost 


31 Computed at the average cost of gas purchased and produced, rather than at the cost 
of purchased gas as suggested by the Company. 
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Less: Existing depreciation and depletion 





Total investment in plant in service 


Construction work in progress___._.__.__-.----.-.--___.-.... 1, 576, 357 
Working capital 





Ba clliy ads SE lg aatiaietelbsanig dint taiieneeemtiipstncinbeeteeiia 48, 567, 756 

We find from the record that, for the purpose of our interim rate 

order, the sum of $48,567,756 is the reasonable rate base for Cities Serv- 

ice Gas Company as an assembled whole and an established natural- 
gas utility. 

RATE OF RETURN 






The Company did not offer any evidence on the subject of fair rate 
of return. However, the Commission’s staff presented comprehensive 
evidence dealing fully with those matters which courts and commis- 
sions have considered pertinent, including the financial history of the 
Company, the trend and current cost of money, investors’ appraisal 
of the natural-gas industry, comparative risk data, stability of the 
natural-gas industry, and yields on utility securities. 

The undisputed evidence shows that interest rates are now at about 
the lowest levels in the history of the country and that natural-gas 
companies generally, including this Company, have benefited from this 
condition. It is also apparent that natural-gas and other utilities 
have relatively greater stability of earnings than industrial and rail- 
road enterprises. Moreover, it is well settled that a utility “has no 
constitutional right to profits such as are realized or anticipated in 
highly profitable enterprises or speculative ventures.” * 

The record shows that the Company is a well-established natural- 
gas utility with a high earnings history achieved after ample pro- 
visions for depreciation and depletion. Its markets, served prin- 
cipally by affiliated distribution companies, are well established. In 
recent years, the. Company has negotiated gas purchase contracts in 
several gas fields which required vendors to advance funds for con- 
struction of lines to their wells, at an interest rate of 3%. It is 
clear from the evidence that this Company has no greater risks than 
other large natural-gas companies, generally. 

The Company has no preferred stock. Its 544% debentures out- 
standing in the principal amount of $8,000,000 are owned by Cities 
Service Company (the top holding company). Its common stock 
is highly watered as a result of property write-ups authorized and 
engineered by the management. In the circumstances, we refuse to 
close our eyes and conclude that a fair rate of return for Cities Service 

% Bluefield Waterworks 4 Improvement Co. v. Publie Service Commission of West 

Vteginia, 262 @. 8. 679, 692. 

582231—44—-vol. 3-31 
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Gas Company should be increased to the detriment of consumers in 
order to perpetuate the Company’s inflated capital structure. We 
consider .it elementary that consumers should not be required to pay 
higher rates because of such mismanagement. 

During the 16-year period ended November 30, 1942, the Company 
paid cash dividends upstream in the sum of $45,742,220 and issued 
a stock dividend of $5,000,000. Between-January 1, 1931 and Novem- 
ber 30, 1942, the combined funded debt of the Company and Cities 
Service Gas Pipeline Company, which it absorbed in 1935, was reduced 
by $13,566,100. Since November 30, 1926, the Company has earned an 
average return of approximately 14% on the investment in the prop- 
erty. In the lowest depression year, it enjoyed a_ return 
of approximately 10%. - 

We conclude, upon careful consideration of the evidence in the 
light of the principles enunciated by the Supreme Court of the United 
States, that 614% is a fair and liberal annual rate of return for the 
property of Cities Service Gas Company devoted to the service subject 
to our jurisdiction. This conclusion is in harmony with recent 
decisions of the courts and commissions relating to natural-gas 
utilities.” 

OPERATING REVENUES AND DEDUCTIONS 


There is no dispute with respect to the volume of gas sold or the 


revenues received by the Company. The operating revenues for 1941, 
the latest calendar year for which complete data are before us, were 
$17,360,930." 

The sum of the 1941 operating revenue deductions and exploration 
and development costs, per books, was $10,625,749. The staff recom- 
mended adjustments which would have the effect of reducing this 
total by $1,337,913, exclusive of income tax savings. We conclude that, 
while some of the staff’s adjustments are unjustified, certain of them, 
nevertheless, must be applied to the book figures for 1941 in order to 
obtain reasonable and proper expenses for the purpose of this pro- 
ceeding. We shall discuss briefly such required adjustments. 

Excess profits from natural gasoline operations.—Cities Service 
Oil Company, a wholly owned subsidiary of Cities Service Gas Com- 
pany’s parent, Empire Gas and Fuel Company (Delaware), extracts 
gasoline, butane, and propane from, the natural gas of Cities Service 

33 Federal Power Commission v. Natural Gas Pipeline Co., 315. U. 8. 575, 596; Arkansas- 
Louisiana Gas Co. v. Texarkana, 96 F. (2d) 179, 188; Peoples Gas Light € Coke Co. v. 
Slattery, 378 Ill. 31, 25 N. E. (24) 482, 501; East Ohio Gas Co. v. Cleveland (Ohio Public 
Utilities Commission); 27 P. U. R. (N. S.) 387, 412, aff. 137 Ohio St. 225, 28 N. E. (24) 


599, 612; Re. Montana-Dakota Utilities Co. (Montana Public Service Commission), 32 


P. U. R. (N. 8.) 121, 128; Pa. Pub. Util. Comm. v. The Peoples Natural Gas Co., 43 P. U. R. 
(N. 8.), 82, 115. 


*Tncludes gas service revenues of $17,239,148 and rents and oflier gas revenues of 
$121,782. 
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Gas Company. This operation is profitable and renders the natural 
gas more readily marketable and transportable. The extraction of 
gasoline and other residuals reduces the heat content and consumes 
a certain volume of the natural gas. Accordingly, the gas consumers 
are entitled to a fair proportion of the net earnings derived from 
the processing operation. 

The sums actually received by Cities Service Gas Company from 
its affiliate for the products extracted were computed at a contract 
rate of 7¢ per M. c. f. of 1,100 B. t. u. equivalent gas for the loss in 
heat value resulting from the extraction. Cities Service Gas Com- 
pany records these sums on its books as operating revenue. 

The basis of settlement between these two affiliates, of course, does 
not preclude us from inquiring into the reasonableness of the arrange- 
ment and the cost of the processing done by Cities Service Oil Com- 
pany.* We held in the Hope Natural Gas Company case * that the 
excess profits of the affiliated company above the cost of processing 
the utility’s gas, including a fair return on the investment in the prop- 
erty devoted thereto, was a proper credit to the natural-gas utility. 

The staff’s determination of the excess profits received by Cities Serv- 
ice Oil Company conforms with the principles enunciated in the Hope 
case, supra. The Oil Company’s net investment in property devoted 
to the extraction of residuals from the gas of Cities Service Gas 
Company was determined, and a 614% return was allowed on the 
investment rate base of the Oil Company (consisting of plant and 
working capital) after all necessary operating expenses including 
depreciation and taxes. The staff concluded that the excess of the 
revenues received by the affiliated Oil Company above the total al- 
lowance thus computed represented excess profits which should be 
credited to the natural-gas operations of Cities Service Gas Com- 
pany. 

The uncontradicted evidence shows that the affiliated Cities Service 
Oil Company has had the following investment in plant and neces- 
sary working capital devoted to processing the natural gas of Cities 
Service Gas Company: 





1939 | 
Gross plant investment i $1, 016, 649 $844, 590 
Depreciation reserve requirement 279, 724 | 250, 696 
894 
786 


Net plant investment 593, 
Working camel ‘ | 2, 


230, 170 


618, 960 
23, 449 


642, 409 


Total investment rate base ... 2 i 617, 680 


acti 
eon oe m9 
wel. 


% Smith v. Illinois Bell Telephone Co., 282 U. 8. 133, 152-153; Western Distributing Co. 
v. Commission, 285 U. 8. 119, 124; Dayton Power ¢4 Light Co: v. Commission, 292 U. 8. 
290, 295 ; Columbus Gas & Fuel Co. v. Commission, 292 U. 8. 398, 400. 

% Cleveland v. Hope Natural Gas Company, 44 P. U. R. (N. 8.) 1, 27-28, supra, p. 150. 
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The comparable investment rate base at November 30, 1942, was 
$635,623. 

For the 3-year period 1939-1941, the excess profits derived from 
gasoline, butane and propane sales were as shown by the following 
tabulation : 





Process! . $442, 945 $741, 675 
Related expenses 230, 8 223, 321 220, 905 


Net processing income fe » 8 219, 624 520, 770 
Return at 64% on rate base 5 40, 149 41, 757 


Excess profits. hee ‘ 179, 475 479,013 

Under the existing arrangement, Cities Service Gas Company re- 
ceived only $99,620 in 1939, $107,269 in 1940 and $119,753 in 1941 from 
the affiliated Oil Company for the gasoline, butane, and propane 
extracted. 

For the 11 months ended November 30, 1942, the excess profits from 
the gasoline, butane, and propane sales were $479,718, of which 
Cities Service Gas Company received only $122,098. The excess 
profits. for the comparable 11-month period in 1941 were $408,614. 
Thus, the excess profits for 1942 were accruing at the rate of ap- 
proximately 117.4% of the comparable excess profits for 1941, and at 
that rate the total excess profits for 1942 would amount to approxi- 
mately $562,360. 

We find that the average annual excess profits for the four years 
1939-1942, or the sum of $380,000, constitutes a fair guide for the 
future. Accordingly, we conclude that the operating expenses of the 
Cities Service Gas Company should be credited annually with such 
sum for the proceeds from products derived from the processing 
operations. 

Gas well royalties —In January 1941 the Company paid certain 
gas-well royalties in the aggregate sum of $4,790 for gas which was 
in fact produced in 1940. The expenditures are clearly applicable 
to 1940 operations notwithstanding the fact that they were entered 
on the books in 1941. Accordingly, we conclude that this sum does 
not belong in 1941 expenses. 

Regulatory commission expense-—The Company claims the sum 
of $1,250,000 for regulatory commission expense, consisting of $400,- 
000 for rate case expense and $850,000 for property reclassification 
(original cost study) expense, to be amortized over a 10-year period 
at the rate of $125,000 per year.” The Commission’s staff recom- 


“ The Company’s operating expenses, per books, for 1941, included $67,890 for rate case 
expense, and $208,909 for property reclassification expense. 
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mended that no rate case expense be allowed and that not in excess 
of $592,000 for property reclassification expenses be amortized over 
a 10-year period. F) 

The staff submitted evidence showing that the reclassification study 
required by the Commission could have been prepared and completed 
with an expenditure of not more than $592,000, and that the sums 
expended to date by the Company for these items have already been 
fully recouped from the consumers through past charges to operat- 
ing expenses during years when revenues yielded annual returns far 
in excess of 614% on its investment in the property. 

We have grave doubts concerning the propriety of including the 
amounts claimed by the Company in future operating expenses. The 
evidence is convincing that the Company has been improvident in its 
expenditures on the reclassification studies which, after nearly five 
years, are yet not completed. Moreover, the Company failed and 
refused to adduce in the hearing pertinent supporting details with 
respect to certain of its claimed regulatory commission expenses, al- 
though requested by the Commission’s staff to do so. 

However, for the purposes of our interim order only, we shall allow 
the amount of $125,000 per year claimed by the Company, and shall 
afford to the Company, before the entry of a final order, a further 
opportunity to support and justify the amount claimed. Final action 
on this item is, therefore, reserved. 

Annual depreciation and depletion—The Company’s books reflect 
depreciation accruals computed by the use of annual rates on a straight- 
line basis, and depletion calculated on the basis of exhaustion of gas 
reserves.* The property base used for computing these accruals in- 
cluded the write-ups and other improper items which we have excluded 
from the rate base. Consequently, the book accruals reflected a con- 
comitant amount of such inflation. Obviously, it is improper to base 
depreciation and depletion expeises for rate-making purposes on writ- 
ten-up plant accounts, thereby overstating the amount required for 
such expense. Condonation of such action would be inconsistent with 
the statement of Mr. Chief Justice Stone in the Natural Gas Pipeline 
Company case ™ that: 

The Constitution does not require that the owner who embarks in a wasting 
asset business of limited life shall receive at the end more than he has put into it. 


The staff based the annual allowance for depreciation expense on 
the actual legitimate cost of the property in service, employing sub- 
stantially the same annual rates as those used by the Company on its 
books, and computed depletion of the investment in gas wells and pro- 


*The accruals in 1941, per books, were $2,036,577 for depreciation and $101,805 for 
depletion. 
*® Federal Power Commission v. Natural Gas Pipeline Company, 815 U. 8. 575, 593. 
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ducing leases by the unit-of-production method.” ‘ This method is be- 
lieved sound and reasonable. Applying it to the rate base, found to 
be proper for the purpose of this proceeding, we conclude that the rea- 
sonable annual allowances for depreciation and depletion are 
$1,709,060 and $70,871, respectively. 

T axes.—The staff proposed to adjust the taxes per books in 1941 by 
(1) eliminating over-accruals on the books, and (2) giving effect to 
savings in Federal income taxes. 

Both adjustments are obviously necessary and appropriate. The 
books of the Company indicate that the 1941 taxes, Federal, State, 
and local, were $3,035,466. Reducing this sum by $84,783 for over- 
accruals on the books, and by Federal income tax adjustment of 
$1,882,148, leaves $1,068,535, which we allow. 

Exploration and development costs—The books of the Company 
showed a total of $249,079 for “exploration and development costs” in 
1941.. The staff recommended that this amount be increased by $238,- 
822, but refused to include $17,538 of dry-hole expenses incurred in 
1941. We shall include both of these amounts, bringing the total 
allowance to $295,439. 

Conclusions as to expenses of Company.—To summarize, the 1941 
operating revenue deductions and exploration and development costs 
appearing on the Company’s books totalled $10,625,749. The net effect 


of our adjustments in these items is to reduce such amount by $2,815,- 
612,** leaving $7,810,137 for operating expenses, depreciation and de- 
pletion expense, taxes, and exploration and development costs, as 
shown by the following tabulation: 


SOTA OI ca icecckictih ides bnimteiphndwtiinetepanlasdin’ $4, 666, 232 
Depreciation 1, 709, 060 
Depletion 70, 871 


1, 068, 535 
Exploration and development costs_____.-_---._---_-__ 295, 439 


I cla, a ak et Da 7, 810, 137 


We conclude from the record that these sums are fair and reasonable 
allowances for the test year 1941. 


INCOME AVAILABLE FOR RETURN TO COMPANY 


The following tabulation summarizes our conclusions to this point, 
and shows that the Company’s income available for return, after allow- 


“ Under the unit-of-production method, depletion of the investment in the wells and 
leaseholds is accrued at the same rate as the underlying gas reserves are withdrawn. 

“1 The sum of $1,882,148 represents the reduction in the Company's 1941 Federal income 
tax which would have resulted if its net utility income had not exceeded a 6%%% return 
($3,156,904) on the rate base of $48,567,756. 

# Although this sum, $17,538, was actually incurred in 1941, the work orders were not 
completed until 1942. 

# This sum includes $1,882,148 of Federal income tax saving. 
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ance for all necessary expenses, is $9,550,793, or at least $6,393,889 in 
excess of a fair return of 614% on the rate base: 


CE DS EEL SER eR RE $17, 360, 980 


Less operating revenue deductions and exploration and de- 
vélopment costs 


Income available for return 
Annual return of 642% on rate base 


Excess earnings (before allocation) 


In reaching this conclusion, we have used the year 1941 as the test 
period.“ The evidence convinces us that such period, the latest full 
calendar year of record, is fair and reasonable.** 

The propriety of using this test period is confirmed by the Company’s 
1942 operations. Indeed, a comparison of the operation, per books, 
for the first 11 months of 1942 with the corresponding period in 1941 
shows that we have been diberal to the Company in selecting 1941 as the 
test year. During such 11-month period in 1942, operating revenues 
increased $1,984,808, operating revenue deductions (before Federal in- 
come and excess profits taxes) increased $1,019,228, exploration and 
development costs increased $30,383, and net utility income (before 
Federal income and excess profits taxes) increased $935,197. Mean- 
while, the net investment in plant, per books, decreased $590,645, 
between December 31, 1941, and November 30, 1942. 

We are not unmindful of the estimates of increases in future 
operating expenses presented by a witness for the Company. Cross- 
examination revealed such estimates to be too speculative and conjec- 
tural to be relied upon. We prefer to accept experience as revealed by 
the Company’s most recent operations. Obviously it shows that in- 
creases in sales are more than offsetting increases in expenses. 


COST OF SERVICE ALLOCATION 


The Company’s facilities and operations are devoted in part to 
natural gas service which is not subject to our jurisdiction. This 
service.consists principally of gas sales made directly to large indus- 
trial consumers.*® The necessity arises, therefore, for making an 
allocation of costs as between the jurisdictional and non-jurisdictional 
sales. 

Our staff submitted in evidence a cost of service allocation based 
upon a carefully prepared analysis of the Company’s property, opera- 

“ However, in determining the credit to operating expenses for gasoline and other 
residuals extracted from the gas, a 4-year period was used. 

*® See Detroit v. Panhandle Hastern Pipe Line Co., et al., 45 P. U. R. (N. 8.) 203, 216-217, 
supra, p. 273. 


“The sales not subject to our jurisdiction amounted to 42,133,270 M. c. f. in 1941, or 
41% of the total sales, 102,241,557, in that year. 
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tions, costs, types of customers served, and the characteristics of the 
customers’ gas requirements. Under. its method, the staff divided the 
cost of service, i. e., the total expenses and return, into two categories, 
namely, (1) costs related to the production and purchase of gas, and 
(2) those related to transportation and delivery of gas.’ 

All costs in the first category were classified as “commodity” costs; 
those in the second category were segregated as among “commodity,” 
“demand,” and “customer” costs. In general, costs which vary with 
the volume of gas sales were placed in the “commodity” class; fixed 
costs which do not vary with the volume of gas sales were included in 
the “demand” class; and costs related to the number of meters were 
classed as “customer” costs. However, the return on the transporta- 
tion facilities (including storage), and related State income taxes were 
allocated 50% to “commodity” and 50% to “demand.” 

The total of the “commodity” costs thus determined was allocated 
to the customers in the ratio that the customer’s annual consumption 
bore to the total annual M. c. f. sales from the system in 1941. The 
“demand” costs were allocated in the ratio that the customer’s con- 
sumption on the system peak day bore to the total system M. c. f. sales 
on that day. The day for this purpose was January 3, 1942, the all- 
time-system peak day. 

The Company agrees in principle with the method used by the staff, 
but contends that error was committed in the application thereof, in 
that more costs should have been placed in the “demand” rather than 
in the “commodity” class. The staff’s treatment of return, deprecia- 
tion, and State income taxes as being “commodity” costs in part and 
“demand” costs in part, is challenged. The Company urges that we 
should treat all such items as “demand” costs. The evidence con- 
vinces us that these contentions are without merit. Actually, under 
the Company’s theory, virtually all the transmission costs would be 
borne by the domestic and commercial consumers, although the trans- 
mission facilities are heavily used throughout the year, except during 
occasional peak periods, to serve the industrial customers. Upon a 
fair analysis of the record, we are impelled to find that the staff’s 
allocation is indeed liberal to the Company, it having assigned to the 
direct industrial customers an average cost of service (including re- 
turn) of 8¢ per M.c. f.** For this gas the Company received revenues 
averaging more than 10¢ per M. c. f. 

The Company also objects to the staff’s use of the deliveries on the 
all-time system peak day, January 3, 1942, as the basis for allocating 
demand costs. Instead, it proposes the use of theoretical deliveries 
on a colder day, based upon an assumed mean temperature of 4° below 

“ This includes costs relating to storage 


“Under the Company's method of allocation, such cost of service (including return) 
to the direct industrial consumers would average 5.7¢ per M. c. f. 
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zero. These theoretical deliveries were derived in part by indulging 
in the assumption that the total consumption on the hypothetical 
peak day would be spread among the various classes of customers 
in the same ratio as the consumption on January 18, 1940, a day on 
which the mean temperature was 4° below zero. The Company's 
proposal to utilize an assumed peak day is too unrealistic to merit 
serious consideration. We find no reason to depart from the Com- 
pany’s actual peak-day experience. : 

We conclude that the staff’s method as applied was fair and reason- 
able, and, therefore, adopt it for the purpose of this proceeding.” 

We have allowed for expenses and return a total of $10,967,041. 
Rents and other miscellaneous gas revenues, totaling $121,782, should 
be credited thereto, leaving $10,845,259 as the total cost of service. 
Applying the staff’s method of allocation, we find that $7,264,986 
represents the total cost of service (including a fair return) for the 
sales subject to our jurisdiction, and $3,580,273 represents the cost of 
service for the sales not subject to our jurisdiction. 


RATE REDUCTION AVAILABLE 


The Company’s 1941 revenues from gas sales subject to our juris- 
diction amounted to $12,764,651. We have found the reasonable cost 
of such service, including a reasonable and fair return on the property 
devoted thereto, to be not more than $7,264,986. The present inter- 
state wholesale rates subject to our jurisdiction therefore yielded at 
least $5,499,665 in excess of the reasonable cost of service in the test 
year 1941. 

We conclude from the evidence that the interstate wholesale rates 
of Cities Service Gas Company subject to our jurisdiction are un- 
lawful, unreasonable and excessive, and should be reduced by at 
least $5,499,665, based upon the test year 1941. 


PROPOSED HUGOTON PIPELINE 


However, the Company claims it is confronted with a shortage 
of gas for its system. This condition, to the extent it exists, is due 
to a lack of adequate transportation facilities, not a shortage of gas 
reserves. The company owns or controls, according to the record, 
182,182 acres in the Hugoton Gas Field (located in northwestern 
Oklahoma and southwestern Kansas), one of the very great gas fields 
in the United States." Its pipeline system, however, is not connected 
with the Hugoton Field. 


In the Matter of Interstate Natural Gas Company, supra, p. 416. 

* The revenues from the nonjurisdictional sales were $4,474,497. 

"The Company submitted evidence showing that it owns or controls gas reserves in 
excess of 3% billion M. c. f., of which 2,150,000,000 M. c. f. are in the Hugoton Gas Field, 
1,279,850.000 M. c. f. in the Texas Panhandle Gas Field, and 156,049,331 M. c. f. in numerous 
other fields in Oklahoma and Kansas. These reserves will last in excess of 29 years at 
the 1942 annual rate of withdrawals of 123,000,000 M. c. f. 
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On April 6, 1943, the Company filed a formal application with the 
War Production Board, seeking priority assistance and a preference 
rating certificate for materials for the purpose, among others, of con- 
structing a 240-mile, 26-inch pipe line, from the Hugoton Gas Field 
to its Blackwell, Okla., compressor station. On May 1, 1943, the War 
Production Board advised the Company that favorable action could 
not be taken until assurances were obtained concerning certain specific 
conditions. Among these was the requirement that the Company 
prosecute “required applications for approval of regulatory bodies, 
including the Federal Power Commission.” No complete: applica- 
tion for a certificate of convenience and necessity for the proposed 
line, however, has been filed with this Commission.” 

In order to expedite the construction of the line, on May 8, 1943, 
we advised Mr. J. A. Krug, Director, Office of War Utilities, War 
Production Board, that in issuing an interim order reducing rates, 
we would recognize return and depreciation on the estimated cost of 
the proposed Hugoton line. This action was taken in the public 
interest in order to assure that supplies of gas from the Hugoton 
Field would be available to meet increased demands on the Com- 
pany’s system. 

The Company indicated its willingness to comply with the condi- 
tions imposed by the War Production Board, but requested that the 
preference rating certificate be issued to Cities Service Transportation 
and Chemical Company, a newly-formed organization in the Cities 
Service system, and the preference rating certificate was granted ac- 
cordingly. 

We take judicial notice of the foregoing. Consistent with our 
letter of May 8 to the Director, Office of War Utilities, we have de- 
cided, for the purposes of our interim order, not to reduce rates im- 
mediately by the full amount of the excessive return indicated by the 
test year 1941. We will allow the Company to retain for the time be- 
ing an amount sufficient to cover that portion of the possible added 
cost which is applicable to sales under our jurisdiction. 

In arriving at such amount, we have taken the record estimate 
of cost of the proposed Hugoton project, approximately $15,000,000. 
A 614% return on this amount is $975,000, and depreciation at the 
rate of 314% ® amounts to $525,000, a total of $1,500,000. The line 
will be used for transporting gas for sales over which we have jurisdic- 
tion as well as for sales over which we have no authority to fix rates. 

= In fact, this matter is the subject of an investigation in re Cities Service Gas Com- 
pany, et al., our docket No. G—487, wherein the Company has been directed to show 
cause why it should not be held to be in violation of the provisions of the Natural Gas 
Act and required to obtain authorization for the proposed pipe line. 

5 We have allowed a depreciation rate of 24%% for transmission mains and 344% for 


compressor stations. To be conservative, we use, for the purpose of an interim order only, 
3% % for the Hugoton project, which will also inelude compressor stations. 
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In accordance with the cost allocation used herein relative to the 
Company’s existing transportation system, there is assigned $1,053,794 
to jurisdictional sales and $446,206 to nonjurisdictional sales. In 
other words, the Hugoton gas, it is assumed, will be available to 
jurisdictional and nonjurisdictional customers in the demand and 
consumption ratios experienced for the test year 1941. 

Inasmuch as Cities Service Gas Company apparently is not build- 
ing the line itself,“ the amount of $1,053,794 is treated as in the nature 
of a tentative additional allowance for the procurement of gas. 

After the lapse of a few years, the Hugoton line, unless other sources 
of gas closer to the Company’s system are discovered, will supply gas 
to take the place of gas now purchased or produced elsewhere. Thus 
a substitution will occur; gas from the Hugoton Field will be substi- 
tuted for gas now being obtained from other fields, particularly pur- 
chased gas. 

It is impossible to determine this far in advance whether the cost of 
gas in the Hugoton Field will be more or less than that presently in- 
curred in obtaining gas which Hugoton gas will displace. It is con- 
ceivable that the Hugoton gas will be less costly. In order, however, 
to provide a wide margin of safety, we allow, for the purpose of an 
interim reduction in rates, the fixed costs of return and depreciation, 
to the extent they apply to sales over which we have jurisdiction, on 
the proposed Hugoton project as an additional cost over and above 
the reasonable cost of service allowed for 1941. We have already 
included in the rate base the investment the Company has made in 
gas lands and leases in the Hugoton area. The only assumption we 
make in this connection is that the cost of operating the project (labor, 
material and supplies) and ad valorem taxes will be offset by savings 
in purchased gas or production expenses. This is a very reasonable 
assumption. The cost of purchased gas avetaged 4.43¢ per M. c. f. 
for 1941. The average cost of operating and maintaining the trans- 
mission system of the Company was 1.09¢ per M. c.f. in that year. The 
average cost (excluding depreciation, taxes and return) of producing 
gas, amounted to 1.038¢ in 1941. Accordingly, the additional allow- 
ance of $1,053,794 by any reasonable test is more than adequate to 
cover the additional cost, if any, of obtaining gas from the Hugoton 
Field to supplant gas of an equivalent amount from other sources. 

This additional allowance should eliminate any question of gas 
shortage as an issue in this proceeding. To reiterate, the record 
shows that the Company owns and controls very substantial acreage in 
the Hugoton Field. The Hugoton Field is one of the very great gas 
fields in this country. It appears from the evidence that, for several 
years to come, the additional source of supply will add to the Com- 


™ The exact status of the Company’s responsibilities have not yet been determined. 
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pany’s capacity as it éxisted in 1941 and will produce very substantial 
additional sales over that test year. We have not, however, taken 
such sales into account in determining the excessive earnings of the 
Company. 

While a strict interpretation of rate making principles might re- 
quire no allowance for return and depreciation on the Hugoton project 
until it is completed and in service,® we believe that, because of the 
urgent necessity for relieving the gas transportation shortage during 
the war emergency, it is in the public interest presently to make such 
an allowance in connection with the interim reduction of rates ordered 
in this proceeding. We shall reserve, however, the right to reexamine 
the facts relating to this aspect of the proceeding at the time of our 
final order. . Thus, it is possible to assist materially in the relief of 
this natural gas emergency situation, provide immediately a substan- 
tial reduction in rates for the consuming public, and, additionally, 
assure the Company that its responsibilities have been and will be 
fully considered by this Commission. 

We desire to emphasize that the above allowance is made only for 
the purposes of this interim order. At the proper time when the 
pertinent facts resulting from the test of experience are available, we 
of course will take such further action as then appears appropriate. 


CONCLUSION 


We conclude from the record that the present rates and charges of 
Cities Service Gas Company for natural gas sold in interstate com- 
merce for resale, subject to our jurisdiction, are unjust, unreasonable, 
unlawful, and violative of the provisions of the Natural Gas Act. 
Therefore, until further order of this Commission, we determine that 
the just and reasonable rates, charges, classifications, rules, regulations, 
practices, or contracts to be hereafter observed by Cities Service Gas 
Company and fixed by order of this Commission shall reflect an im- 
mediate reduction of at least $4,445,871 below those in effect during 
the year 1941. 

An appropriate order providing an interim reduction in rates will 
be entered in accordance with this opinion. 

Lexanp Oxps. 
Bast Man ty. 
Joun W. Scort. 
Cryve L. Seaver. 
™ Mr. Chief Justice Stone, in Federal Power Commission v. Natural Gas Pipeline Co., 


815 U. 8. 575, 587, observed that “* * * the refusal to include in the rate base capital 
expenditures not yet made cannot involve confiscation.” 





CITIES SERVICE GAS COMPANY 
Interim order reducing rates 
Cities Service Gas Company 

(G-141) 


Upon consideration of the entire record herein, and having on this 
date issued its opinion in this matter, which is made a part hereof by 
reference, 

The Commission, for the purpose of this interim order, finds that: 

(1) Cities Service Gas Company (hereinafter referred to as “Com- 
pany”), a Delaware corporation, produces natural gas in the states of 
Texas, Oklahoma, and Kansas, and purchases natural gas in the states 
of Oklahoma, Kansas, and Missouri, transports said natural gas from 
the states in which it is produced or purchased, through or into other 
states, and sells such natural gas for resale for ultimate public con- 
sumption for domestic, commercial, industrial, or other uses in the 
states of Oklahoma, Kansas, Missouri, and Nebraska, such gas being 
transported by means of the Company’s integrated pipeline system 
consisting of approximately 4,300 miles of field and main transmission 
lines extending from the Texas Panhandle Gas Field on the west to 
Marshall and Springfield, Missouri, on the east, and from the Fitts 
Gas Field in Pontotoc County, Oklahoma, on the south to Superior 
and Falls City,: Nebraska, on the north, crossing the various state 
lines at seventeen points; and, therefore, the Company is a natural-gas 
company within the meaning of the Natural Gas Act; 

(2) The rates and charges demanded, observed, charged, and col- 
lected by the Company for the transportation and sale of natural gas in 
interstate commerce, as described in finding (1) above, together with 
the rules, regulations, practices, and contracts affecting such rates and 
charges, are subject to the jurisdiction of this Commission under the 
Natural Gas Act; 

(3) No necessity was shown to exist for the consideration in this 
proceeding of the Company’s evidence of reproduction cost or “fair 
value” of its property; 

(4) The gas plant in service was carried on the Company’s books 
as of December 31, 1941, at $86,134,829, which sum included, among 
others, $10,793,370 for the unretired portion of a $17,440,935 write-up 
recorded as of November 30, 1926, $6,384,731 for so-called “intangibles” 
representing principally write-ups carried forward from the books 
of various affiliated predecessors, and past operating expenses on 
unused transmission line capacity, $1,185,349 for plant not used in 
rendering gas service, $529,773 for past operating expenses and costs 
applicable to abandoned leases, and $501,559 for property retired.’ 
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In arriving at the actual legitimate cost of the gas plant used and 
useful at December 31, 1941, it is necessary to eliminate such write- 
ups and other improper charges, as more fully set forth in the opinion 
issued herein ; 

(5) The actual legitimate cost before depreciation, within the mean- 
ing of section 6 (a) of the Natural Gas Act, of the Company’s gas 
plant used and useful, as of December 31, 1941, is not more than 
$66,977,654 ; 

(6) The actual existing depreciation and depletion, i. e., reserve 
requirements for depreciation and depletion, in the Company’s prop- 
erties used and useful as of December 31, 1941, is not less than $21,- 
804,449, as follows: 


Depreciation : $20, 779, 558 
Depletion 1, 024, 891 


Total 21, 804, 449 


and such sum should be deducted from the actual legitimate cost of 
$66,977,654 in arriving at the rate base for the purpose of this order ; 

(7) The cost of gas plant completed at December 31, 1941, but 
carried on the books of the Company as “Construction Work in Prog- 
ress,” and the transmission line to the Cement Gas Field which was 
virtually completed at such date, was $1,576,357 ; and this sum should 
be included in the rate base for the purpose of this order ; 

(8) The proper and reasonable allowance for working capital to be 
included in the rate base for the purpose of this order is not more 
than $1,818,194; 

(9) For the purpose of this order, the reasonable rate base for the 
company as an assembled whole and an established natural gas utility 
is not more than $48,567,756, as shown by the following tabulation: 

Actual legitimate cost: ' 
Natural gas rights and leaseholds__-_..___.__-----_____.. $1, 644, 349 
Storage gas rights and leaseholds_..____.__-___-___-_____ 846, 931 
Transmission and gathering lines, compressor stations, 
gas wells and all other property in service 6A, 986, 374 


Total actual legitimate cost__........-._._.___._____ 66, 977, 654 
Less: Existing depreciation and depletion 


Total investment in plant in service 
CONSEFOCION WOFK: 1 -BOORTON So <n ee tcescenn 
Working capital 


Rate base 


(10) An annual rate of return of not more than 614% on the rate 
base of $48,567,756, or $3,156,904, is a fair and reasonable return to 
the Company ; 
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(11) The Company’s operating revenues in 1941 totaled $17,360,930; 

(12) For the purpose of this order, the amount of not more than 
$7,810,137 is a fair and reasonable allowance for expenses, as shown 
by the following tabulation: 


Operating expenses 

Depreciation 

Depletion__.____- aide maken pena ntaaindaainaeckicihct sataatina 
eweb  8 ee ee ee ee Aes 
Exploration and development costs 


7, 810, 137 

(13) The Company’s operating revenues, less deductions for proper 

operating revenue deductions and exploration and development costs, 

in 1941 exceeded a fair return, on the rate base herein allowed, by at 

least $6,393,889, before allocation, as shown by the following 
tabulation: 


Gpetating: rewewbeBe 6s hh rl Aes $17, 360, 930 
Less: Operating revenue deductions and exploration and 
RereMOnel BOI ici spchentetiterthcacisits tndieaitin detains 7, 810, 137 


Income available for return 
Fair return—6%,% of rate base 


Excessive earnings (before allocation) 


(14) The Company’s revenues in 1941 from gas sales subject to the 
Commission’s jurisdiction were $12,764,651; the reasonable cost of 
such service, including a reasonable and fair return on the property 
devoted thereto, was not more than $7,264,986; and said revenues 
were at least $5,499,665 in excess of such reasonable cost of service in 
1941 ; 

(15) The rates and charges made, demanded, or received by the 
Company for or in connection with its transportation and sale of 
natural gas in interstate commerce for resale for ultimate public 
consumption are unjust, unreasonable and excessive by at least 
$5,499,665, based upon the Company’s operations during the test 
year 1941; 

(16) Due, however, to the necessity for relieving the gas transporta- 
tion shortage in the midcontinent area, and in order to expedite the 
construction of a proposed 26-inch main transmission pipe line to 
the Hugoton Gas Field and other facilities required to produce and 
transport gas from such field,-it is in the public interest, for the pur- 
pose of this interim order, to make an additional allowance of $1,053,- 
794 in the cost of service for the Company’s gas sales subject to the | 
Commission’s jurisdiction ; 
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(17) The natural gas rates and charges of the Company subject to 
the Commission’s jurisdiction should be reduced by not less than 
$4,445,871, as hereinafter provided ; 

Wherefore, the Commission orders that: 

(A) The rates and charges made, demanded, or received by the 
Company for or in connection with its transportation and sale of 
natural gas in interstate commerce for resale for ultimate public con- 
sumption shall be so reduced as to reflect, when applied to such 1941 
transportation and sales, a reduction of not less than $4,445,871 below 
its 1941 operating revenues of $12,764,651 received from such trans- 
portation and sales; 

(B) The Company shall file on or before September 1, 1943, new 
schedules of rates and charges for or in connection with its trans- 
portation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, which shall reflect the reduction in 
gross operating revenues ordered in paragraph (A) above, which new 
schedules of rates and charges shall be effective as to all bills regularly 
rendered on or after September 1, 1943; 

(C) The Commission reserves the right to reject all or any part of 
such new schedules and in lieu thereof to prescribe any other sched- 
ules by further order ; 

(D) On and after the effective date of the new schedules of rates 
and charges filed and made effective in accordance with paragraph 
(B) above, the Company shall cease and desist from making, de- 
manding, or receiving any rates and charges which do not reflect the 
reduction ordered in paragraph (A) above; 

(E) In accordance with the opinion issued herein, this order shall 
be without prejudice to any future action in this proceeding as the 
Commission may deem necessary or desirable, and final action herein 
is reserved ; 

(F) This order shall not be construed as an acquiescence by this 
Commission in any estimates or determinations of original cost, or 
any valuation of property, claimed or asserted by the Company. 





IN THE MATTER OF 


WISCONSIN PUBLIC SERVICE CORPORATION 


Declaration of Intention to Reconstruct a Project on the Wisconsin River 
in Wisconsin 


DI-134 
(Decided July 30, 1943) 
Syllabus 


. Section 23 (b) of the Federal Power Act requires a dam proposed to be 
reconstructed to be licensed by the Federal Power Commission if located 
on a “navigable water,” or, where not a “navigable water,” if the 
interests of interstate or foreign commerce would be affected. A license 
is not required if the project is operated and maintained under and 
in accordance with the terms of a permit or valid existing right-of- 
way granted prior to June,10, 1920. P. 496. 

. The fact that the new dam was to be constructed principally at the site 
of a former structure and to approximately the same height to create 
a reservoir of the same capacity as before does not relieve declarant 
of the obligation to obtain a license. P. 499. 

. Authority under Chapter 12 of Wisconsin Laws of 1887 does not constitute 
a permit or valid existing right-of-way granted prior to June 10, 1920, 
under Section 23 (b). Such authorization granted prior to June .10, 
1920, must be by the Federal government. P. 505. 

. A stream is navigable if it is used or is susceptible to use as a highway 
for commerce. Overwhelming evidence found of navigation use of the 
Wisconsin River throughout its entire length and of its connection with 
other streams by which interstate commerce has been carried on for 
many years. P. 506. 

. If the Wisconsin River was navigable prior to construction of dams 
for maintenance of which Federal. authorization has not been obtained, 
the dams may be abated, and their presence in the stream does not 
in any way constitute a bar to a finding of navigability nor to an 
assertion of Federal jurisdiction. P. 507. 

6 Regular use of the Wisconsin River over a long period of years for the 
transportation of large quantities of logs, lumber, rafts, and other 
forest products to mill and market to points within the State of Wiscon- 
sin and in other states compels the conclusion that the river is naviga- 
ble throughout its entire length. Further, the interests of interstate 
commerce would be affected by the reconstruction proposed by declar- 
ant. P. 508. 


Bert Vandervelde (Miller, Mack & Fairchild) and F. W. Genrich 
for Wisconsin Public Service Corporation. 
Hon. Orland 8S. Loomis, Hon. John E. Martin and Adolph Kanne- 
berg for the State of Wisconsin. 
582231—44—-vol. 3-32 495 
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Adolph Kanneberg for Wisconsin Public Service Commission. 
Oswald Ryan, Willard W. Gatchell and William C. Koplovitz for 
the Federal Power Commission. 


By THe ComMIssIoNn : 
OprnIon 


Wisconsin Public Service Corporation, a Wisconsin corporation 
(sometimes hereinafter called “the declarant”) filed a declaration of: 
intention on May 27, 1937, under section 23 (b) of the Federal Power 
Act to reconstruct a power dam in the Wisconsin River just below 
the town of Tomahawk, Wis., at mile 330.4. 

A public hearing was held in October 1937, at the conclusion of 
which briefs were filed by the declarant, the staff of this Commission 
(sometimes hereinafter called “the staff”), and the State of Wiscon- 
sin. A reply brief was filed by the declarant. A further hearing 
was held in February 1938 at the request of the State of Wisconsin. 
Then the State of Wisconsin and the Public Service Commission of 
Wisconsin (sometimes hereinafter called “the interveners”) for- 
mally intervened in the proceeding, after which supplemental briefs 
were filed by the declarant and the interveners. A further hearing 
was held in May 1939, after which further briefs and reply briefs 
were filed by the declarant, the interveners, and the staff. 


QUESTIONS INVOLVED 


The first questions which confront us are the navigability. of the 
Wisconsin River, the effect of the proposed reconstruction upon the 
interests of interstate or foreign commerce, and whether the declarant 
maintains and operates its dam under and in accordance with the 
terms of a permit or valid existing right-of-way granted prior to June 
10, 1920, and has authority to reconstruct it as proposed. 

If the Wisconsin River is a navigable water} then the first sentence 
of section 23 (b) * requires the dam to be licensed. 

If the river is not a navigable water, we must find whether the in- 
terests of interstate or foreign commerce would be affected by the pro- 


1Section 3 (8) defines “navigable waters” as those parts of streams or other bodies of 
water over which Congress has jurisdictiun under its authority to regulate commerce with 
foreign nations and among the several) States, and which either in their natural or im- 
proved condition notwithstanding interruptions between the navigable parts of such 
streams or waters by falls, shallows, or rapids compelling land carriage, are used or suitable 
for use for the transportation of persons or property in interstate or foreign commerce, 
including therein all such interrupting falls, shallows, or rapids, together with such 
other parts of streams as shall have been authorized by Congress for improvement by the 
United States or shall have been recommended to Congress for such improvement after 
investigation under its authority. 

? The first sentence of section 23 (b) prohibits the construction, operation, or mainte- 
nance of a dam for the generation of electricity in any of the navigable waters of the 
United States, except under a “permit or valid existing right-of-way granted prior to 
June 10, 1920, or a license granted pursuant to this Act.” 
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posed reconstruction. If we find that the river is a navigable water, 
or that the interests of interstate or foreign commerce would be so 
affected, then a license must be obtained.*® 

In any event, a license is not required if the project is operated and 
maintained under and in accordance with the terms of a permit or 
valid existing right-of-way granted prior to June 10, 1920, and the 
declarant has a right thereunder to carry out the proposed recon- 
struction. 


THE WISCONSIN RIVER 


The Wisconsin River has its source in Lac Vieux Desert (about mile 
430)* which lies partly in Michigan and partly in Wisconsin. It flows 
generally south to the city of Portage, Wis. (about mile 116), and 
then generally west for about 116 miles to its junction with the Mis- 
sissippi near the city of Prairie du Chien, Wis. 

The average discharge of the river at its mouth is approximately 
mile. From its source down to Portage the average fall is about 2.71 
feet per mile; and from Portage to its mouth, about 1.5 feet per mile. 

The average discharge of the river at its mouth is approximately 
10,000 cubic feet per second. At Tomahawk the minimum monthly 
mean flow over a 21-year period was 564 c. f. s., and at Portage 2,060 
c. f.s. The minimum daily flow at Portage was 1,546 c. f. s., and on 
the same day at Tomahawk the flow was 649 c. f. s. The minimum 
flow of record on the Mississippi River at Clayton, Wisconsin, just 
below the mouth of the Wisconsin River, during the navigation sea- 
son, was 9,860 c. f. s. and the corresponding flow (7 days earlier) at 
Tomahawk was 826 c. f. s. 

The river drains an area of approximately 11,700 square miles, of 
which drainage area approximately 2,070 square miles is above the 
Tomahawk dam. 

There are several dams and reservoirs on the Wisconsin River and 
many other dams on the tributaries. State permission has been given 
for most of the power dams located on the main river,’ one of the 


® Section 4 (e) authorizes the Commission to issue licenses “for the purpose of construct- 
ing, operating, and maintaining dams, {and]—power houses—for the development—of 
power—in any of the streams—over which Congress has jurisdiction under its authority 
to regulate commerce—among the severa] States—.” 

* Distances are given to the nearest whole mile, except where fractions are necessary 
to distinguish places less than one mile apart. 

5 The following dams have been constructed on the Wisconsin River with State approval. 
Such approval was conditioned upon provision being made for the passage of boats, logs, 
rafts, or forest products : 

Otter Rapids dam (mile 392), Chapter 483 of the Laws of Wisconsin, 1905; Rhinelander 
dam (mile 357), Chapter 247 of the Laws of Wisconsin, 1882; Hat Rapids dam (mile 354), 
Chapter 239 of the Laws of Wisconsin, 1903; Kings dam (mile 340), Chapter 30 of the 
Wisconsin Private and Local Acts of 1853; Grandmother Falls dam (mile 323), built in 
1928 under the authority of an order of the Public Service Commission of Wisconsin issued 
June 21, 1923; Grandfather Falls dam (mile 318), Chapter 154 of the Laws of Wisconsin, 
1903; Alexander dam (mile 307), built in 1924 under the authority of an order of the 
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requirements being that such structures as were placed in the stream 
should not obstruct or impede navigation use for the running of logs 
or forest products. These requirements are of interest as being in- 
dicative of the long-continued policy of the state to regard the Wis- 
consin River as navigable. 

The Tomahawk Dam.—Chapter 12 of the Laws of 1887 of Wis- 
consin authorized William H. Bradley and others to construct and 
maintain a dam across the Wisconsin River. All rights granted by 
that‘ act were assigned to Tomahawk Land and Boom Company, 
which had been organized for the purposes, among others, of manu- 
facturing, log driving, and booming. That company began construc- 
tion of a rock-filled timber crib dam at the site described in the 
declarant’s declaration of intention, mile 330.4, and completed the dam 
about 1897. The dam had an operating head of approximately 15 
feet, and with a full head made a pond of about 2,780 acres of water 
surface. 

In 1904 Tomahawk Land and Boom Company leased the dam and 
certain lands to Tomahawk Pulp and Paper Company, which latter 
company operated the dam to develop hydro and hydroelectric power 
for its paper mills at each end of the dam until 1930, when it went 
into receivership. 

In 1931 the owner, Tomahawk Land and Boom Company, changed 
its corporate name to Tomahawk Hydro-Electric Company. In 1933 
the dam had become so badly in need of repairs that an investigation 
of its condition was made by the Public Service Commission of Wis- 
consin which ordered certain repairs and reduction of the leakage. 

This order was not complied with and an action was instituted 
against the Tomahawk Pulp and Paper Company, the Tomahawk 
Hydro-Electric Company, and others, in the Circuit Court of Lincoln 
County, Wis. That court entered judgment on July 12, 1934, and 
appointed a receiver with directions to sell the property to some 
person able and willing to place the dam in safe condition and to 
operate it according to law. 

Public Service Commission of Wisconsin issued June 4, 1924; Merrill dam (mile 303), 
Chapter 118 of the Laws of Wisconsin, 1874; Brokaw dam (mile 288), Chapter 45 of the 
Private and Local Laws of Wisconsin, 1871, and Chapter 118 of the Laws of Wisconsin, 
1887; Wausau dam (mile 283), Chapter 82 of the Laws of Wisconsin, 1854; Rothschild 
dam (mile 275), Chapter 96 of the Laws of Wisconsin, 1893; Mosinee dam (mile 266), 
Chapter 138 of the Laws of Wisconsin, 1893; Jackson Mill dam (mile 236), Laws of the 
Territory of Wisconsin, 1846, p. 113; Upper Paper Mill dam (mile 233.4), Chapter 288 of the 
Laws of Wisconsin, 1889; Lower Paper Mill dam (mile 232.6), Chapter 111 of the Private 
and Local Laws of the State of Wisconsin, 1859; Biron dam (mile 219), Chapter 236 of 
the Laws of Wisconsin, 1889, as amended by Chapter 209 of the Laws of Wisconsin, 1893 ; 
Wisconsin Ripids dam (mile 216), Chapter 210 of the Laws of Wisconsin, 1893, as amended 
by Chapter 82 of the Laws of Wisconsin, 1895; Centralia dam (mile 214), Chapter 29 of the 
Laws of Wisconsin, 1887; Port Edwards dam (mile 211), Chapter 77 of the Laws of 
Wisconsin, 1895; Nekoosa dam (mile 208), Chapter 53 of the Laws of Wisconsin, 1889; 


Kilbourn dam (mile 139), Chapter 462 of the Laws of Wisconsin, 1901; and Prairie du 
Sac dath (mile 89), Chapter 189 of the Wisconsin Laws, 1907. 
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In réndering that judgment the court filed formal findings of fact, 
reciting, in part, “The Wisconsin River in said section 10 is a 
meandered, navigable river—that the dam during its entire ex- 
istence, aside from its function to improve the river for navigation, 
has been used solely to supply power to the Tomahawk Pulp and 
Paper Company under the lease hereinbefore referred to.” [Italics 
supplied. | 

The court further said: 


That there are 18 dams—below the Tomahawk dam, eight of which are within 
65 miles of the Tomahawk dam (330.4); that there are also many highway 
bridges—and many summer homes and other property located along the banks— 
and much damage would result to such property in the event of failure of the 
dam ; that in case of the failure of the dam the wooden timbers of the apron 
are likely to be dislodged and carried downstream and that other floatable 
parts of the dam—may also be carried away, which—would serve as battering 
rams and would be liable to block the floodgates of dams downstream—. 

Acquisition and utilization by the declarant of the authority 
granted by Chapter 12 of the Laws of Wisconsin, 1887, and the dam, 
fee lands, flowage rights, and certain other property were approved 
by the State Commission on August 15, 1935. 

The State Commission on August 26, 1937, authorized the rebuild- 
ing, operation and maintenance of the Tomahawk dam as a new con- 
crete structure “on the old and additional bearing piles.” Declarant 
has built a hydroelectric power plant containing two vertical hydraulic 
turbines, each directly connected to a 1,300 kw electric generator, 
and a substation of 3,000 kva capacity connecting the generating 
station to its 44,000-volt transmission system. 

The fact that the new dam was to be constructed principally at the 
site of the farmer structure and to approximately the same height 
to create a reservoir of the same capacity as before does not relieve 
the company of the obligation to secure appropriate Federal au- 
thorization. Ifthe Wisconsin River had been nonnavigable at Toma- 
hawk, the company’s obligation would have been to file a declaration 
of intention under section 23 (b) of the Power Act, but since the 
river is a navigble water of the United States, an application for li- 
cense would be more appropriate. This obligation to proceed as 
outlined would exist as a general proposition, but in the case of the 
Tomahawk project, there are additional features which make the 
obligation more evident: The old dam and power plant had been out 
of operation for some time; the new structure is a concrete structure 
replacing an old timber crib structure, and the new power plant is 
of an entirely new design and capacity. The declarant therefore 
was correct in taking the first step to secure Federal authorization, 
although, since the river is navigable, an application for license rather 
than a declaration of intention should have been filed. 
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Commerce on the Wisconsin River, Portage to Mississippi River.— 
As early as 1639 Sieur Nicolet explored Green Bay, ascended the Fox 
River to the portage between the Fox and. Wisconsin Rivers, and de- 
scended the Wisconsin River. In 1673 Marquette and Joliet, following 
that same route, descended the Wisconsin River into the Mississippi 
River. 

Notwithstanding the necessity for a portage between the Wisconsin 
and Fox Rivers and a few portages on the Fox River, the immense fur 
trade of the then northwest and a large commerce was carried on over 
this route in ¢anoes, bateaux and Durham boats for more than a cen- 
tury preceding the opening of the Portage-Fort Winnebago canal 
which connected the Wisconsin and Fox Rivers. | 

About 1845, steamboats which were then navigating the Upper 
Mississippi, although unable to get up the Wisconsin River at its 
lowest stages, ascended as far as Portage (mile 116) without difficulty 
in the spring and fall. 

After the opening of the canal from Portage to Fort Winnebago in 
1851, passengers and freight were transported to and from points on 
the Mississippi River via this Wisconsin-Fox River route, to points 
east and west of the State of Wisconsin, for two decades or more. 
This commerce was carried on in steam vessels, as well as in barges, 
bateaux, and Durham boats. 

In 1859, a steamboat made regular trips between Portage and Sauk 
City (mile 88). In 1866, a Government survey party went down- 
stream in two boats from Portage to Prairie du Chien, the journey 
taking about 11 days. In 1867 a steamboat, the “Brooklyn,” with a 
large cargo of freight, went from Green Bay to St. Paul, Minn., via 
the Fox, Wisconsin, and Mississippi Rivers, and returned to Green 
Bay by the same route. 

In 1868, the “Winneconne,” a small side-wheel steamer 84 feet by 24 
feet, drawing 2 feet, went down-stream from Portage, and in 1869, 
that steamer and two barges carrying fuel and working apparatus, was 
occupied in removing snags from the river between Portage and Sauk 
City, after which two small stern-wheel steamers made trips on that 
portion of the river. 

From 1875 to 1877 the U. 8S. Army Engineers worked on various por- 
tions of the river below Portage, taking soundings and constructing 
wing dams, using three stern-wheel steamers and one side-wheel 
steamer, drawing 20 inches when loaded. 

In 1909, two large stern-wheel steamboats were taken from Lake 
Michigan to the Missouri River by way of the Fox, Wisconsin, and 
Mississippi Rivers. In March 1911 a fleet consisting of a small launch 
about 20 feet long and drawing about 2 feet of water, and two wooden 
barges approximately 40 feet long, 12 feet wide, and drawing about 
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1 foot, navigated the river from Kilbourn (mile 139) to Prairie du 
Sac (mile 89). 

In the early part of July 1930, Wisconsin Power & Light Company 
brought a small stern-wheel, pusher-type tow boat, about 50 feet long, 
16 feet wide, and drawing 19 inches, with two steel scows, one 40 feet 
long and 12 feet wide and the other 60 feet. long and 26 feet wide, and 
both drawing 10 inches, up the Mississippi and Wisconsin Rivers from 
Dubuque, Iowa, to Prairie du Sac (mile 89). 

Commerce on the river above Portage—Lumber rafting—The 
transportation of lumber by rafts down the Wisconsin River into the 
Mississippi and thence to Galena, Ill., Dubuque, Iowa, and St. Louis, 
Mo., began about 1841 and continued for approximately half a century. 
Logs were sawed into lumber at mills along the Wisconsin River up as 
far as Merrill (mile 303), and rafted down to the markets along the 
Mississippi River. 

Typical Wisconsin River lumber rafts were 48 feet wide and 112 
feet long, and were composed of three “rapids pieces,” each 16 feet 
by 112 feet. A “rapids piece” was made up of 6 cribs. Each crib was 
16 feet by 16 feet and was composed of 21 courses (layers) of 1-inch 
sawed lumber. In still water, these rafts, rapids pieces, and cribs 
drew approximately 16 inches of water. 

A small part of the lumber rafted down the Wisconsin River was 
hauled by sled or rafted down the tributaries from sawmills in the 
interior. Most of it, however, was sawed from logs which had been 
floated down the Wisconsin River, some coming from as far up as 
Lac Vieux Desert (mile 430). Sometimes these logs would be cut 
by sawmill owners or purchased while on the banks of the river or in 
booms, and floated down to the sawmills by the mill owners. More 
generally, howeyer, the logs were p@rchased by the mill owners at 
the sawmill from the loggers who had cut the logs and floated them 
down to the mills. The mill owners would raft the lumber down to 
the markets. 

At times, lumber rafted down the Wisconsin River would be cut 
from logs which had been floated down in the same season; at other 
times the lumber would be held over until the following season so 
that it would dry out and float better. 

The rafts would start out in fleets of 12 or 14 rafts on the spring 
freshets which came from April through June. Others would go 
down en the August and September freshets, although the rafts 
would take advantage of any good stage of water. These rafts 
frequently carried loads of shingles, laths, and tamarack poles. A 
small cook-shed would be built on the center rapids piece. Each 
fleet of rafts would carry one or two skiffs or canoes. 

Each raft carried a crew of two men, and was steered by one bow 
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oar and one stern oar. At rapids and dams, the rafts would be 
separated into their component rapids pieces, and each rapids piece 
would be run through the rapids, or through or over the dam, sep- 
arately. At those times, three or four men would be required to 
handle each oar, and at times a special pilot, familiar with a particu- 
larly dangerous rapids, would be hired to navigate that rapids. 
After the rafts had passed Portage, they had trouble with sand 
bars, rather than rapids. At times they would get hung up on the 
sand bars and the crew would either have to get into the river and push 
them off the sand bars or else wait for higher water. 

When the Wisconsin River rafts reached the Mississippi River, 10 
or more would be fastened together to make a Mississippi River raft. 
The average time required to float a raft from the sawmills along 
the Wisconsin River to the markets on the Mississippi River was 
about 6 weeks. 

Records of the total amount of lumber or logs taken down the 
river do not appear in the record, but in 1873, approximately 125,- 
000,000 feet of lumber was rafted down the Wisconsin River. During 
the lumber rafting era, at least three billion feet of lumber was 
transported out of the State of Wisconsin in this manner by means 
of the Wisconsin River. 

Lumber rafting on the river diminished as the railroads penetrated 
the lumbering areas, and disappeared entirely before the end of 
the nineteenth century. 

Logging.—Log driving on the Wisconsin River began about 1830 
and continued as a major industry for about three-quarters of a 
century. During that period logs were put into the river all the way 
up to Lac Vieux Desert, its source (mile 430), and into many of the 
tributaries, and floated down to the many sawmills which were 
located along the stretch of the river. These mills started about 1830 
near the site of the present Nekoosa dam (mile 208) and progressed 
upstream as far as Wausau (mile 283) within a decade, and eventually 
up to Rhinelander (mile 357). 

By 1860 log driving from Rhinelander and other points upstream 
from the Tomahawk dam site was in full swing and logs were driven 
downstream past Tomahawk every year until 1907, when the last 
drive went down from Rhinelander. 

Log driving was a seasonal operation. The loggers would go into 
logging camps in the woods in the fall and cut logs all winter, piling 
them on the river banks. In the spring, the logs would be driven 
downstream to their destination. 

For a number of years, provisions and supplies for the logging 
camps were obtained from points in southern Wisconsin and northern 
Illinois and transported upsteam on the river past Tomahawk until 
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the river froze over. Those provisions and supplies were transported 
in canoes 35 to 50 feet long, 3 feet wide, and 114 feet deep, made of 
hollow logs. These canoes had to be poled, towed, or pushed over 
many of the rapids. 

As the logs were driven downstream from the headwater of the 
Wisconsin River, the drives were followed by log canoes and by 
bateaux, to carry loggers and equipment. The bateaux, designed for 
use in rough water, were built with the ends tapering and raised 4 
or 5 feet out of the water, and carried from 3 to 6 men. 

The log drives were also frequently followed by a craft called a 
“wannigan” consisting of a log raft some 30 to 40 feet long, 6 feet 
wide, and 18 to 24 inches deep. The superstructure was a cook 
shanty, some 10 feet long, in which were carried the stove and cook- 
ing outfit, some tools, bedding, tents, the general camp outfit, and 
miscellaneous supplies such as socks, gloves, and tobacco. The 
wannigons drew 3 or 4 inches of water when empty, and about 10 
inches when loaded. 

Other commerce above Portage.—In 1835 the steamboat “Frontier” 
made a trip from Portage up the Wisconsin River to Kilbourn (mile 
130) ; in 1873 and 1874, sightseeing boats carried passengers through 
the Wisconsin Dells, at Kilbourn ; in 1882, four small pleasure steamers 
carried passengers on the Wisconsin River at Kilbourn; in 1898 two 
steamers operated on the Wisconsin River for a distance of four 
miles through the Dells, and sometimes on high water as far as 16 
miles up above Kilbourn; in 1853 a boat ran weekly from Stevens 
Point (mile 236) to Wausau (mile 283) carrying freight at the rate of 
75 cents per hundred pounds. 

From 1854 to 1858 a small steamboat, the “Northerner,” made trips 
between Stevens Point (mile 236) and Mosinee (mile 266); thrice 
weekly in 1855, and daily in 1857 and 1858. This boat operated even 
at low-water ‘stages, and carried as much as several tons of freight 
and some 30 passengers on a single trip;.in 1858 a new fast steamer 
“City of Stevens Point” operated between Stevens Point and Mosinee 
three times a week, carrying freight at 25 cents per hundred pounds. 
In 1859 and 1860 this boat made its run daily, at reduced freight 
rates of 20 cents per hundred pounds, Although this service was 
interrupted in August 1860 by low water, it was resumed in 1861, 
when mail was carried, to connect with the mail stage for Wausau 
and above; in 1864 the steamer “Star” ran a daily trip from Stevens 
Point to Mosinee, connecting at Mosinee with the mail stages. This 
service was interrupted during the summer by low water. 

During part of 1858 a steamboat, the. “Wausau,” made daily trips 
between Wausau and Mosinee connecting with the Stevens Point boat. 
In 1859 the steamer “Marathon,” running between Wausau and 
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Mosinee, made daily connections with the “City of Stevens Point.” 
In’ 1880 the small steamer “Belle of Wausau” operated above 
Wausau; in 1850 the “Enterprise,” a steamboat of 100 tons, ascended 
the Wisconsin River as far as Point Bas (mile 213) with mill iron 
and lumbermen’s supplies, but had great difficulty on the return trip 
as a result of low water; in 1853 a steamboat loaded with supplies 
went up the Wisconsin River as far as Point Bas; before the railroad 
had reached Kilbourn (mile 139), a keel boat operated for several 
years, carrying freight from Portage to Kilbourn; in 1853 supplies 
for the lumber camps on the Upper Wisconsin River were boated by 
canoe as far as Mosinee (mile 266) where, after a portage they were 
boated up the river above Wausau. 

In 1857 a special mail contractor took a canoe load of mail from 
Wausau to Ontonagon, Mich. This mail was taken up the Wisconsin 
River in the canoe as far as Eagle Lake (about mile 390) and then car- 
ried overland to Ontonagon. In the same year, mail from Ontonagon 
was brought down the Wisconsin River in a canoe to Wausau; in 1857 
a hunting party bound for Ontonagon, Michigan, passed through Wau- 
sau in a birch canoe, capable of carrying a ton and loaded with camping 
equipment and supplies; in 1882 a U. S. Army survey party went down- 
stream by skiff from Merrill (mile 303) to Portage (mile 116). This 
trip took 7 days and 4 portages, totaling 10 miles; in September 1937 a 
canoe party proceeding downstream, with the water stage somewhat 
below normal, found the river between Kilbourn (mile 139) and Port- 
age full of shifting shallow sand bars; in August 1938 a canoe coming 
downstream from the mouth of the Yellow River (mile 161) found 
sand bars down to the upper reaches of the Kilbourn dam pond, with 
average depth of water a foot to 18 inches over such bars. 

Improvement of the Wisconsin River—tThe several authorizations 
for improvement of the river evidence both State and Federal assertion 
of control over this stream, a jurisdictional assertion which should be 
considered in the present proceeding. 

The Act of Congress of August 8, 1846 (9 Stat. 83) granted to the 
State of Wisconsin, upon its admission to the Union, a quantity of land 
for, and conditioned upon, the improvement by that State of the navi- 
gation of the Fox and Wisconsin Rivers and the construction of a 
canal to unite those two rivers at or near Portage. 

The Board of Public Works of Wisconsin constructed several wing 
dams on the lower Wisconsin and carried on some minor improvements 
from 1850 through 1852. . 

The Fox and Wisconsin Improvement Company was incorporated 
in 1853, and made some minor improvements on the Wisconsin River 
between 1853 and 1866. 

From time to time during the period 1868 to 1878, the U. S. Army 
Engineers improved the Wisconsin River below Portage by construct- 





WISCONSIN PUBLIC SERVICE CORPORATION 505 


ing wing dams and removing snags and fallen trees. In 1870 Congress 
appropriated $100,000 for the improvement of the Wisconsin River 
(Act of July 11, 1870; 41 Stat. 225). From 1855 to 1878 the Wisconsin 
River Improvement Company expended a total of approximately 
$30,000 in improving the Upper Wisconsin River for log driving. 

In 1907 the Wisconsin Valley Improvement Company was incorpo- 
rated for the purpose of constructing a system of reservoirs to produce 
a uniform flow in the Wisconsin River “and thereby improving the 
navigation and other use of said streams.”* This company now has a 
large number of storage reservoirs with a combined useful capacity of 
over 16 billion cubic feet (about 371,900 acre-feet). 

As one of the storage reservoirs in the series of improvements on 
the Wisconsin River and its tributaries, the Tomahawk reservoir is ca- 
pable of changing the rate of flow past its dam within the limits of its 
storage drawdown. It is an important link in the chain of control 
works regulating the flow of the river. 


CONTENTIONS OF DECLARANT AND INTERVENERS 


The declarant contends that Chapter 12 of Wisconsin Laws of 1887 
constitutes a permit of valid existing right-of-way granted pror to 
June 10, 1920, within the purview of section 23 (b) of the Federal 
Power Act. Having such state authority, it claims that no Federal 
authority is necessary. 

In the Matter of Pennsylvania Water & Power Company, 2 F. P. C. 
61, 31 P. U. R. (N. S.) 1, we found that the Holtwood project on the 
Susquehanna River was being operated in violation of section 23 (b) 
of the Federal Power Act since no Federal authority had ever been 
obtained with respect to such project, notwithstanding an alleged 
prior authorization. In affirming our order requiring the company 
to apply for a license for its project, the Circuit Court of Appeals for 
the District of Columbia said in Pennsylvania Water & Power Co. v. 
Federal Power Commission, 123 F. (2d) 155, 163: 

Nor do we think there is any greater force in petitioner’s argument that Sec- 
tions 4 (g) and 23 of the Federal Power Act are prospective and not retroactive ; 
in other words, that the Power Act does not apply to dams constructed before 
its passage.—It cannot be considered, we think, that Congress meant to allow 


existing obstructions to continue unregulated in the navigable streams of the 
United States. 


Moreover, the Supreme Court of the United States denied the Pennsyl- 
vania Company’s request for certiorari.’ 

We also directly disposed of the claim of state authority /n. the 
Matter of Bellows Falls Hydro-Electric Corporation, et al.,2 ¥F. P. C. 
880, 386; 37 P. U. R. (N. 8.) 257, wherein we said: 


* Section 2, chapter 20, Laws of 1907. 
7 See 215 U. S. 806. 
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The language of section 23 (b) is far removed from the possibility of inter- 
preting the word “permit” to include anything but a Federal permit. The pro- 
hibition contained in this provision is directed not only against private persons, 
but also against States. If it be said that a State, by its very undertaking to 
construct, maintain and operate a project, grants itself a permit, there is no 
meaning in the inclusion of the States within this provision. If a State may 
not construct, maintain or operate a project in a navigable water of the United 
States without Federal authority, then certainly a private corporation may not 
do so. It must, therefore, be concluded that a State permit is not enough; that 
the statute makes the construction, maintenance and operation of a project on a 
navigable water of the United States unlawful without a Federal permit granted 
before June 10, 1920, or a license under the Federal Power Act. 


There is nothing that we could now add further to state our position 
in this respect. 

The declarant and the interveners contend that, although the Wis- 
consin River is admittedly navigable from its source to its mouth 
within the purview of the laws and judicial decisions of the State of 
Wisconsin relating to navigability, and admittedly navigable in the 
Federal sense from its mouth as far up as Kilbourn, it is not navigable 
water within the purview of the Federal Power Act at any place up- 
stream from Kilbourn, their concept of navigability being more liberal 
under State interpretations than under Federal. 

For many years in the formative crystallization of legal principles 
under our Constitution, the basis of Federal jurisdiction over navi- 
gable waters was a subject of controversy. Chief Justice Marshall 
spoke for the Supreme Court when that body first held that the power 
of the United States under the commerce clause of the Constitution 
extended to waters which are capable of use as interstate highways.* 

In further defining Federal jurisdiction since that time, the Supreme 
Court by a long line of decisions culminating in the New River de- 
cision,® has made it clear that a stream is navigable if it is used or is 
susceptible to use as a highway for commerce. When a navigable 
stream is a highway for commerce between States, that is, when 
by itself or by uniting with other waters it forms “a continued 
highway over which commerce is or may be carried on with other 
States or foreign countries,” it is a navigable water of the United 
States in contradistinction from a navigable water of a State.” 

In our recent opinion Jn the Matter of Wisconsin Michigan Power 
Company decided July 27, 1943," we considered at length the com- 
mercial aspects of logging and similar use of streams as related to 
Federal jurisdiction. In applying the same principles to the record 
now before us, we find overwhelming evidence of navigation use of 


® Gibbons v. Ogden, 9 Wheat. 1, 189 (1824). Im his concurring opinion Mr. Justice 
Johnson regarded this power over navigable streams as an essential attribute of sovereignty 
independent of any specific grant in the Constitution (p. 229). 

® United States v. Appalachian Electric Power Company, 811 U. 8. 377, 407 (1940), 

%” The Daniel Ball, 10 Wall. 557, 563. 

11 Supra, p. 449. 
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the Wisconsin River throughout its entire length and of its connection 
with other streams by means of which interstate commerce has been 
carried on for many years. ‘ 

The declarant and the interveners further contend that not only is 
the Wisconsin River not suitable for the transportation of persons and 
property in interstate commerce, but that the many dams already con- 
structed in the river make continuous navigation impossible. 

If the river was navigable prior to the construction of these dams, 
however, and Federal authorization has not been obtained for their 
maintenance, these dams may be abated, and their presence in the 
stream does not in any way constitute a bar to a finding of navigability 
nor to an assertion of Federal jurisdiction. This was clearly intended 
by the Supreme Court’s opinion in the Feonomy Light & Power Com- 
pany case where it is stated that: 

—The fact, however, that artificial obstructions exist capable of being abated 


by due exercise of the public authority, does not prevent the stream from being 
regarded as navigable in law, if, supposing them to be abated, it be navigable in 


fact in its natural state.* 

The Wisconsin River has long been held navigable by the Supreme 
Court of the State of Wisconsin. For example, in Wisconsin Im- 
provement Company v. Lyons, 30 Wis. 61, the Court in 1872 described 
the Wisconsin River as a stream capable of use and which has long 
been used for floating rafts and fleets of lumber and logs, and boats 
loaded with the products of the country, to mill and market, and as 
such is a public highway. The Court further said in that case that all 
must know that the Wisconsin River is a navigable stream leading to 
the Mississippi. River, and as such is one of those streams included in 
the group referred to in the Ordinance of 1787." 

Again in 1929 when the State Supreme Court was passing upon an 
appeal from a judgment of the Circuit Court for Dane County, uphold- 
ing an order of the Wisconsin Railroad Commission, the higher court 
once more referred to the Wisconsin River as one of the navigable 
waters leading to the Mississippi included in the Ordinance of 1787. 
It was then dealing with Four Mile Creek, a minor tributary of the 
Wisconsin River, which a paper company had claimed was not navi- 
gable. Nekoosa Edwards Paper Company v. Railroad Commission, 
228 N. W. 144 (aff. 283 U.S. 787). 

The paper company, as does declarant in the present proceeding, 
attempted to differentiate between streams navigable for boat use and 
those used only for the floating of logs. The court, however, was not 
persuaded, for it said: 

The appellant contends that there is a difference between navigable streams and 
floatable streams. In Olson v. Merrill, 42 Wis. 208, many times since cited with 


% 256 U. 8. 118, 118 (1921). 


3 It will be recalled that the Ordinance of 1787 was fully discussed in the Bconomy Light 
& Power Company, case, supra. 
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approval, this court set that matter at rest. To quote a paragraph of the sylla- 
bus: “It is the settled law of this state, that streams of sufficient capacity to float 
logs to market are navigable; and it is not essential to the public easement. that 
this capacity be continuous throughout the year, but it is sufficient that the stream 
have periods of navigable capacity ordinarily recurring from year to year, and 
continuing long enough to make it useful as a highway” (p. 146). 


CONCLUSION 


The record of regular use of the Wisconsin River over a long period 
of years for the transportation of large quantities of logs, lumber, rafts, 
and other forest products to mill and market to points within the State 
of Wisconsin and in other states, is firmly established from the evidence 
before us and compels the conclusion that the Wisconsin River is 
navigable throughout its entire length. While Federal jurisdiction 
over the Tomahawk project is established by the fact that the Wiscon- 
sin River is a navigable water of the United States, this proceeding 
arises through the filing of a declaration of intention under section 
23 (b) of the Act which, in the absence of other circumstances, calls for 
a determination of the effect of the project upon the interests of inter- 
state commerce. For the reasons which we have heretofore indicated, 
we find that the interests of interstate commerce would be affected by 
the reconstruction proposed by declarant. 

An appropriate order will be entered in accordance with this opinion. 


Lexanp OLps. 
Bast Man ty. 
Joun W. Scorr. 
Crype L. Seavey. 


Determination of Commission and order requiring filing of application 
for license 


Wisconsin Public Service Corporation 
(DI-134) 


Upon the filing of the declaration of intention herein, the hearings 
held thereon, the evidence of record, the briefs filed, and upon the 
facts found and for the reasons set forth in our opinion in this matter 
entered this day and made a part hereof by reference; 

The Commission finds and determines that: 

(1) The declarant, Wisconsin Public Service Corporation, owns a 
dam, powerhouse and other project works located across, in and along 
the Wisconsin River in Section 10, Township 34, Range 6 East, Fourth 
Principal Meridian, Lincoln County, Wisconsin, just below the city 
of Tomahawk, at mile 330.4 from the mouth of the river, which it, 
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proposed to reconstruct and, since filing the declaration herein, has 
reconstructed as planned ; 

(2) State authority for construction of a dam at this site Was origi- 
nally granted by the State of Wisconsin, Chapter 12, Laws of 1887, 
to aid in log driving and booming as well as for the devalopinant of 
power for industrial use; 

(3) The Wisconsin River has been extensively used for the trans- 
portation of persons and property throughout its entire length; such 
use has included log driving, rafting of lumber, canoe and boat navi- 
gation and steamboating ; steamboats have operated from its mouth up 
to Portage (mile 116) to connect with the Fox River and to form a 
continuous water passage from the Great Lakes to the Mississippi 
River; other sections of the river have been used by steamboats as far 
up-stream as Wausau (mile 283) and by lighter craft up to Eagle Lake 
(mile 390) ; in addition to steamboats, the lumber rafts taken down to 
the Mississippi have gone into other states for disposition and use; 

(4) The rafting and logging operations on the river continued for 
over half a century and a total of at least 3 billion feet of lumber has 
been reported as having been carried on the river in addition to which 
large quantities of other forest products were transported by this 
means ; 

(5) The United States improved the river section from Portage 
(mile 116) to the Mississippi River for boat navigation, and the Wis- 
consin Valley Improvement Company expended a total of approxi- 
mately $30,000 for improving the upper river for log driving; 

(6) State statutes providing for construction of dams at a number 
of places along the Wisconsin River from Otter Rapids (mile 392) to 
Prairie du Sac (mile 89) required the installation of chutes, sluices, 
or other devices for the passage of logs and rafts and stipulated that 
the dams constructed under such authority should not interfere with 
the passage of logs, rafts, or other forest products ; 

(7) The Wisconsin River is a navigable water of the United States 
from its source in Lac Vieux Desert (located partly in Michigan 
and partly in Wisconsin ) to its junetion with the Mississippi River near 
the City of Prairie du Chien, Wisconsin; 

(8) The interests of interstate commerce would be affected by the 
reconstruction proposed in the declaration of intention referred to 
above; and 

It is ordered that: 

Wisconsin Public Service Corporation shall on or before October 1, 
1943, file with the Commission, in conformity with the Commission’s 
Rules of Practice and Regulations; an application for license under 
the Federal Power Act for operation and maintenance of its Toma- 
hawk project on the Wisconsin River in Section,10, Township 34, Range 
6 East, Fourth Principal Meridian, Lincoln County, Wisconsin. 





IN THE MATTER OF 
INDIANA HYDRO-ELECTRIC POWER COMPANY — 


Reclassification of the Electric Plant Accounts of a Public Utility 
IT-5681 


(Decided July 30, 1943) 
Syllabus 


. Since respondent owns facilities used for the transmission and sale of 
electric energy at wholesale in interstate commerce by an affiliated 
company which operates them under a lease, it is a “public utility” un- 
der Section 201 (e) of the Federal Power Act. P. 512. 

. Amount charged to plant account as an offset to stock issued is a fiction 
where respondent did not, on the record, acquire electric plant in ex- 
change for the stock so issued and should be established in Account 107, 
electric plant adjustments, for disposition as indicated. P. 514. 

. An inter-company write-up resulting from the acquisition in 1924 from an 
affiliated company of a hydro-plant and water rights is properly reclas- 
sifiable in Account 107. P. 515. 

. Interest cost in connection with financing acquisition of a power plant 
should be reduced by the amount of earnings from operation of such 
plant during preconstruction period and said amount established in Ac- 
count 107, P, 516, 

. Interest at the rate of 7% per annum was allowed on construction funds 
obtained through preferred stock issues and notes and loans payable 
where such funds were not ear-marked for*construction of plant but 
were commingled with other company funds, P. 516. 

Plan of respondent to dispose of the amount classifiable in Account 107 
by writing off against a capital surplus of $2,625,000 to be created by a 
reduction in the common stock of a like amount, subject to the approval 
of the common stockholders, and against available earned surplus, and 
amortization of the balance at the rate of 1.75% a year, the Federal in- 
come tax depreciation rate, is not acceptable in that it would defer 
over a long period of years amounts which should be removed from the 
accounts at once. Balance of $3,692,780.79 in Account 107 directed 
to be disposed of at once by charge to earned surplus, or in lieu thereof, 
by charge to a capital surplus created for the purpose. P. 518. 


John H. Groves and Roy Garrett for Indiana Hydro-Electric Power 
Company. 


Richard J. Connor and Posey T. Kime for the Commission. 
By THE Commission: 


OPINION AND FINDINGS 


This proceeding arises under the Federal Power Act and relates 
to accounting entries which should be made by Indiana Hydro-Elec- 
510 
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tric Power Company (hereinafter referred to as “respondent”) pur- 
suant to our Uniform System of Accounts prescribed for public utili- 
ties and licensees. - 

On March 38, 1939, respondent filed with the Commission a reclas- 
sification of its accounts as of January 1, 1937, and the original cost 
studies required by electric plant instruction 2-D of the Uniform Sys- 
tem of Accounts. Respondent proposed to reduce its electric plant 
accounts by transferring $2,506,095.72 to Account 107, electric plant 
adjustments. Respondent further proposed to charge off this amount 
to capital surplus to be created, subject to stockholders’ approval, by a 
reduction of its common stock. 

Following a field examination of respondent’s books, the Commis- 
sion’s staff submitted a report in which it’ was proposed to transfer 
an additional $1,159,447.46' to Account 107. Respondent protested 
the transfer of $1,107,217.05 ? of this latter amount. 

A hearing was held before a trial examiner on May 19 and 20, 1941, 
and briefs have been filed by counsel for respondent and for the 
Commission. 

JURISDICTION 





Respondent owns the Norway and Oakdale hydroelectric plants 
on the Tippecanoe River in Northern Indiana and a 33 kv trans- 
mission line connecting the plants. Respondent also owns three 66 
kv transmission lines connecting the Oakdale plant with the cities of 
Lafayette, Kentland and Monticello in the State of Indiana. 

Since January 1, 1931, respondent’s properties have been operated 
by its affiliate, Northern Indiana Public -Service Company, under a 
lease providing for an annual rental of $380,000. As the record clearly 
shows, Northern Indiana uses_respondent’s facilities for the trans- 
mission and sale of electric energy at wholesale to Central Illinois 
Public Service Company. The energy is delivered at Kentland, Indi- 
ana, from which point it is transmitted into the State of Illinois by 
Central Illinois for resale. 

While it is thus apparent that respondent owns facilities which 
are used wor the transmission and sale of electric energy at wholesale 
in interstate commerce, respondent contends that it is not a public 


utility under the Federal Power Act, because it does not operate the 
facilities. 





1 The staff report proposed to transfer an additional amount of $1,167,544.66 to Account 
107. After conferences held with respondent’s representatives, the amount was changed 
to $1,159,447.46. 

2 At the hearing, respondent protested $1,090,660.07 of the total amount recommended 
by the Commission’s staff for transfer to Account 107. However, in its briefs, respondent 
withdrew its acceptance of certain staff recommendations with respect to interest during 
construction, thus increasing the amount protested to $1,107,217.05. 


582231—44—-vol. 333 
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Such contention is untenable. Section 201 (e) of the Act defines a 
public utility as any person “who owns or operates facilities subject 
to the jurisdiction of the Commission” under Part IT of the Act. 

Respondent is therefore a public utility under the Federal Power 
Act and is subject to the Commission’s system of accounts. 


COMMON STOCK 


Respondent was organized pursuant to an agreement dated De- 
cember 17, 1921, entered into by three promoters (John. A. Shafer, 
H. E. Kinney and H. P. Wilson) who had been interested in the 
hydroelectric development of the Tippecanoe River; Middle West 
Utilities Company; and two of the latter’s subsidiaries—Interstate 
Public Service Company and Central Illinois Public Service Com- 
pany. Samuel and Martin J. Insull were also parties to the agree- 
ment as nominees of Middle West. 

Under the plan of organization, there was issued $3,500,000 of com- 
mon stock all of which was charged to the plant account. Respondent 
proposed, in its reclassification of accounts, to transfer $2,625,000 of 
this amount from its plant account to Account 107, electric plant ad- 
justments. This amount represents the par value of common stock 
placed in escrow pursuant to the agreement of December 17, 1921. 
At the same time respondent proposed to retain in its plant account 
the balance of $875,000 recorded upon the issuance of its common stock 
as the alleged value of the consideration received for such stock. 

The $875,000 of common stock was issued under the plan of organi- 
zation as follows: 


(1) $125,000 to John A. Shafer and H. E. Kinney and $875,000 
to H. P. Wilson allegedly for properties, rights, engineer- 
ing surveys and reports on the Tippecanoe River; and 

(2) $375,000 to Middle West Utilities Company for certain guar- 
antees and contracts for the purchase of electric energy. 


As to the first item the staff maintains the properties, rights, engi- 
neering surveys and reports were fully paid for in cash obtained from 
the sale of respondent’s bonds * and no additional value was received 
as consideration for the stock. 

In accordance with the organization agreement, 159 acres of land. 
including four dam sites on the Tippecanoe River, were transferred 
to respondent. For these lands and appurtenant water rights (ex- 
elusive of the Norway flowage rights) respondent paid $55,000 in 
*The organization agreement provided that the proceeds obtained from the sale of 
respondent’s Series A bonds were to be used for the payment of “about $60,000” to Tippe- 
eanoe Hydraulic Company and Tippecanoe River Electric Company “and in paying the 


expenses incident to its organization, the acquisition of its properties and the issue of its 
securities, and in the construction and equipment of the Norway plant. * * *” 
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cash * to the Tippecanoe Hydraulic Company and its wholly owned 
subsidiary, Tippecanoe River Electric Company. In addition, more 
than $150,000 in cash was paid to others for the flowage rights ap- 
purtenant to the site upon which respondent’s Norway plant was 
built. No common stock was issued to the Tippecanoe companies. 

The record shows that none of the promoters owned any of the 
property conveyed to respondent, and that the surveys and engineer- 
ing services rendered by them were fully paid for in cash. Shafer 
received $12,000 and Kinney $5,000. Wilson was paid $3,641.80 for 
engineering and other expenses which he incurred and, in addition, 
he was paid a finder’s fee of $25,000 in cash for his financial services. 
Finally, the organization agreement provided Shafer and Kinney 
should receive a royalty of 0.8 mill for each kwh generated annually 
by the Norway plant in excess of 24 000,000 kwh.° 

Respondent’s witness, Reid (formerly president of the respondent, 
and president of the Interstate Power Company, an affiliate, in 1921), 
testified in these proceedings to the effect that some $317,000 had been 
spent on the Tippecanoe properties prior to organization of respond- 
ent in 1921. It was contended that this amount should be allowed as 
a consideration for stock of the par value of $500,000 issued to the 
promoters. Reid’s testimony purported to be based on “ records, 
documents and other papers” which he recalled having seen in 1921. 
His testimony, however, was unsupported. He produced no books or 
records to substantiate his general conclusions, and no such records 
were ever made available for examination by members of our staff. 
He testified that the claimed expenditures were made by the Tippe- 
canoe companies, whereas the stock was not issued to these companies 
but to promoters. All the properties owned by the Tippecanoe com- 
panies were acquired by the respondent for $55,000, which amount we 
allow. Moreover, there is not the slightest evidence that those who 
received the stock (Messrs. Shafer, Kinney, and Wilson) incurred any 
expenditures or rendered any services for which they were not other- 
wise compensated. Thus, there is no substantial evidence that the 
sum of $317,000 represented any valuable consideration in connection 
with the acquisition of the Tippecanoe properties. Accordingly, re- 
spondent has failed to support its burden of proof.* 


* As stated in footnote 3, the December 17, 1921 agreement provided for the payment of 
$60,000 to the Tippecanoe companies, but because of title defects the smaller amount was 
paid. 


‘The Norway plant had q generating capacity of approximately 25,000,000 kwh 
annually. 

* Section 301 (a) of the Federal Power Act provides in part as follows: “The Commis- 
sion, after notice and opportunity for hearing, may determine by order the accounts in 
which particular outlays and receipts shall be entered, charged, or credited. The burden 
of proof to justify every accounting entry questioned by the Commission shall be on the 
person making, authorizing, or acquiring such entry, and the Commission may suspend a 
charge or credit pending submission of satisfactory proof in support thereof.” 
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In addition to the $500,000 above discussed, respondent proposed 
to retain in its electric, plant accounts the amount of $375,000 charged 
thereto upon the issuance of common stock to Middle West Utilities 
Company for the latter’s financial backing. According to respondent 
this backing enabled it “to issue and sell its bonds and later its pre- 
ferred stocks to finance its construction needs.” 

Under the plan of organization, Interstate Public Service Company 
was to manage and operate respondent’s properties and with Central 
Illinois Public Service Company, was to take all the energy generated 
therefrom at rates to be fixed by Middle West. Interstate and Cen- 
tral Illinois, affiliates of Middle West, guaranteed the principal and 
interest on respondent’s bonds. Middle West guaranteed that the 
price to be received by respondent for the energy should be sufficient 
to pay its taxes, expenses, depreciation, other obligations and divi- 
dends at certain specified rates." However, any amounts received by 
respondent in excess of those requirements were to be paid to Middle 
West. The latter company also agreed to purchase such shares of 
respondent’s preferred stock ($100 par, 7% cumulative) at 85 and 
accrued dividends as might be necessary to enable respondent to meet 
the sinking fund requirements on its bonds.*® 

It is apparent that respondent did not acquire electric plant in ex- 
change for the stock in question issued to Middle West. The amount 
charged to plant as an offset to the stock issued was, therefore, a fiction. 

It is true Middle West and Interstate paid the respondent $57,357.57 
under the guarantees provided for in the organization agreement. 
This money was accounted for according to its use after receipt by re- 
spondent. In no sense could it validate the original charge to plant 
upon the issuance of the stock to the Middle West. 

A part of the foregoing $875,000 of stock was placed in escrow and 
subsequently yielded the respondent $3,750. This amount was cred- 
ited to plant eliminating to this extent the erroneous charge thereto 
upon issuance of stock. The excess of $871,250 charged to plant upon 

™Under paragraph 9 of the company’s Pian of Organization, “dividends on the common 
stock are to be paid semiannually at a graduated rate beginning two years after the date 
when the operation of the Norway plant is commenced, viz, at the rate of $2 per share per 
annum during the third year next succeeding said date, and at the rate of $3 per share per 
annum during the fourth year next succeeding said date, and at the rate of $4 per share 
per annum during the fifth year next succeeding said date, and at the rate of $5 per share 


per annum during the sixth year next succeeding said date, and at the rate of $6 per share 
per annum during the seventh year next succeeding said date and during each year 
thereafter.” 

®*The mortgage and trust deed required that, beginning December 1, 1925, $25,000 per 
year should be paid into a sinking fund, and an equal amount of the Series A bonds retired 
annually. 

*The 375 shares of stock had been pledged with respondent by H. BE. Kinney and were 
subsequently sold to Middle West. 
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the issuance of common stock must be established in Account 107, 
electric plant adjustments, for disposition as hereinafter specified. 


MONTICELLO WATER RIGHTS 


In connection with the construction of respondent’s Oakdale hydro 
plant, the respondent acquired a small up-stream hydro plant, known 
as the “Monticello” plant, with its pertinent lands and rights, in order 
to increase the head of the Oakdale plant approximately nine feet. 
Such properties were acquired during 1924 from an affiliate, Inter- 
state Public Service Company for $250,000. 

The Monticello plant was orginally owned by Tippecanoe Electric 
and Power Company. The properties were purchased at foreclosure 
on June 4, 1912, by one Hardin for $50,000. On June 8, 1912, Hardin 
transferred the properties’to Northern Indiana Utilities Company, 
which on April 1, 1913, transferred them to Interstate Public Service 
Company. 

A balance sheet of the old Tippecanoe Electric and Power Com- 
pany, as of April 30, 1912, indicated that the plant was carried at 
$120,096.24. The record indicated that subsequent plant additions up 
to 1924 amounted to $24,000. 

The staff included $176,000 relative to the transaction in Account 
107 on the theory that it represented an intercompany write-up. 
This amount represented the difference between the purchase price 
in 1924 of $250,000 and $74,000, the latter figure being the foreclosure 
price of $50,000 plus the cost of subsequent additions of $24,000. 

The records relative to the various transactions are incomplete. 
The price at which Hardin transferred the properties to the Northern 
Indiana Utilities Company is not known. It appears that there was 
a certain degree of affiliation between Hardin and Northern Indiana 
Utilities Company but the relative extent of affiliation is not ascertain- 
able from the records. Under the circumstances, we allow as original 
cost the amount of $144,096.24 being the sum of the $120,096.24 re- 
flected in the balance sheet of the Tippecanoe Electric and Power 
Company in 1912 and $24,000, the cost of subsequent additions to date 
of sale in 1924. The remaining balance of $105,903.76 we hold is a 
write-up due to affiliated company transactions which amount is prop- 
erly reclassifiable in Account 107 for disposition hereinafter specified. 

The alternative to the foregoing conclusion is to accept the fore- 
closure price of $50,000 plus the additions of $24,000 or a total of 
$74,000 as proper cost, which would leave $176,000 for classification in 
Account 107. This was the recommendation in the staff report. In 


view of all the circumstances, however, the conclusion we have 
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reached that only $105,903.76 should be classified in Account 107 
seems the appropriate one. 


INTEREST DURING CONSTRUCTION — 


The issues with respect to interest during construction concern the 
amounts charged to respondent’s plant accounts as interest on its 
Oakdale plant.” 

Subsequent to the completion of respondent’s Norway plant, re- 
spondent acquired the Monticello plant and water rights to provide 
additional head for its Oakdale plant. This acquisition was financed 
with proceeds from respondent’s 6% Series B bonds. Respondent 
charged $20,283.94 to its plant accounts as interest on these funds dur- 
ing the period immediately prior to actual construction. However, 
respondent failed to take into consideration the fact that the Monti- 
cello plant was operated during this preconstruction period of approxi- 
mately 1 year. Subsequently, the staff and respondent agreed that 
the earnings from the one-year’s operation of the Monticello plant was 
$4,937.01. This amount, as recognized by respondent, operates as a 
reduction in the amount of interest cost and should be established in 
Account 107. ’ 

We have found that the original cost of the Monticello plant is 
$144,096.24 and the remaining excess of $105,903.76 is includible in 
Account 107. Interest during construction applicable to the Monti- 
cello plant should be reduced proportionately. The recorded amount 
$20 283.94 for such interest is correspondingly reduced to $11,683.54, 
a reduction of $8,600.40 which should be established in Account 107. 

The commission’s staff also questioned respondent’s charges for 
interest in the amounts of $60,915.75 and $4,297.31, representing respec- 
tively, dividends paid on preferred stock and the net amount of in- 
terest paid on notes and loans payable. After the exhaustion of 
respondent’s Series B bond money, funds were obtained through pre- 
ferred stocks and notes and loans payable, but such funds were not 
earmarked for construction of the Oakdale plant; they were com- 
mingled with other funds of respondent. 

In lieu of respondent’s charges, and in accordance with the Com- 
mission’s well established method of determining interest during 
construction * the Commission’s staff computed interest during con- 
struction for expenditures after the exhaustion of the Series B bond 
money at the rate of 7% per annum on the amounts expended, assum- 
ing that the expenditures of any one month were made ratably over 

2 There is no controversy as to the interest charged on respondent’s Norway plant 
which was financed almost entirely through the sale of respondent's 7% Series A bonds. 

11 Chelan Electric Co., Licensee, 1 F. P. C. 102, 108; Portland General Electric Co., 


Licensee, 1 F. P. C. 116, 176, 184; Kanawaha Valley Power Co., Licensee, 1 F. P. C. 322, 326; 
Northern States Power Co.,1 ¥F. P. C. 329, 348. 
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the month. By this metbod the staff correctly computed $24,462.91 
as the amount of interest during construction to be substituted for 
the amounts of $60,915.75 and $4,297.81 charged by respondent. 

We therefore find that $24,462.91 represents the correct amount of 
interest on the funds used for the construction of the Oakdale plant 
after the exhaustion of the money obtained from the sale of respond- 
ent’s 6% Series B bonds. The difference of $40,750.15 between the 
amount found to be correct and the amounts charged by respondent 
should be transferred to Account 107. 

The sum of the foregoing adjustments of interest during construc- 
tion to be included in Account 107 is $54,287.56 for disposition herein- 
after specified. 


ADJUSTMENTS CONCEDED BY RESPONDENT 


The following items were conceded by respondent in its protest to 
the staff report and by subsequent correspondence and conferences 
with the staff as properly classifiable in Account 107, electric plant 
adjustments, 


(1) Par value of common stock placed in escrow at organ- 

ization $2, 625, 000. 00 
(2) - Funded debt and legal expense 15, 986. 04 
(3) Fees and expense in connection with the issuance of 

capital stock 12, 491. 50 
(4) Taxes erroneously capitalized 10, 425. 00 
(5) Abandoned dam sites._...._._.....---_-~-- cadet 11, 808. 61 
(6) Trial operations (Oakdale plant) 1, 335. 19 
(7) Unrecorded retirement 187. 07 
(8) Miscellaneous items of expense originally charged to 

electric plant accoutns 279.17 


Subtotal 2, 677, 509. 58 
(9) Organization expense, legal expense, cost of borrowed 
funds, land and land rights, and miscellaneous con- 
struction expenditures, erroneously removed from 
plant accounts (39, 373. 89) 
(10) Retirements of equipment of Monticello plant made 
in error (79, 809. 56) 


Total (net) 2, 558, 326. 13 


DISPOSITION. OF AMOUNTS ESTABLISHED IN ACCOUNT 107, ELECTRIC PLANT 
ADJUSTMENTS 


The foregoing amount of $2,677,509.58 (not including certain credits 
which will be considered hereinafter) conceded by respondent, added 
to the other amounts ($871,250.00, $105,903.76, and $54,287.56) which 
we have found are classifiable in Account 107, brings the total of that 
account exclusive of credit amounts to $3,708,950.90. 
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Respondent submitted a plan for the disposition of the amount 
classifiable in Account 107. The plan contemplated the creation of 
capital surplus of $2,625,000 by a reduction in the common stock of a 
like amount, subject to the approval of the common stockholders. The 
amount in Account 107 would then in part be written off against such 
capital surplus and available earned surplus, the balance remaining 
to be amortized at the rate of 1.75% a year, the Federal income tax 
depreciation rate. The plan is not wholly acceptable in that it would 
defer over a long period of years amounts which should be removed 
from the accounts at once. We shall accordingly direct that the entire 
amount of Account 107 be disposed of immediately. 

The amount of $15,986.04, conceded by respondent to be includible 
in Account 107, represents expenses incurred in issuing funded debt. 
We shall direct the amount to be transferred to Account 140, unamor- 
tized debt discount and expense, and that the company make appro- 
priate entries to dispose immediately to earned surplus of the expired 
portion thereof. 

The amount of $184.07, conceded by respondent to be includible in 
Account 107, represents an unrecorded retirement. We shall direct 
the amount to be transferred to Account 250, reserve for depreciation 
of electric plant. 

This leaves an amount of $3,692,780.79 exclusive of certain credits, 
to be disposed of. This amount has no place in the accounts. It 
should be removed therefrom at once. We shall order the amount 
charged to Account 271, earned surplus, with a proviso that in lieu of 
charging earned surplus, the amount may be charged to a capital 
surplus created for the purpose of absorbing the charge. 

With respect to the credit amount of $39,373.89 included in Account 
107, representing organization expense, legal expense, etc., erroneously 
removed from the plant accounts, this amount was originally trans- 
ferred in error to Account 150, discount on capital stock. We shall 
order the latter account corrected by a transfer therefrom of the 
amount designated. 

Included in Account 107 is another credit of $79,809.56, representing 
retirements of electric plant made in error. We shall direct that the 
depreciation reserve (Account 250) be corrected by a transfer thereto 
of the amount. 

An appropriate order in conformity with this opinion will issue. 

Lxewanp Oxps. 
Bast Manty. 


Joun W. Scort. 
Cuype L. Seavey. 





INDIANA HYDRO-ELECTRIC POWER COMPANY 519 


Order directing accounting entries and disposition of amounts in 
Account 107 


Indiana Hydro-Electric Power Company 


(IT-5681) 


Upon consideration of the previous orders in this proceeding, the 
evidence adduced of record, the briefs and other documents filed and 
haying on this date made and entered its opinion with findings in this 
matter, which is incorporated by reference as a part hereof; 

The Commission orders that : 

Indiana Hydro-Electric Power Company (hereinafter referred to 
as “respondent”) record in its accounts the reclassification and adjust- 
ing entries proposed in its reclassification and original cost studies; 
and 

The Commission further orders that: 

(A) Respondent. remove from Account 100, electric plant, and 
transfer to Account 107, electric plant adjustments, the adjustments 
of the Commission’s staff agreed to by respondent, as follows: 


(i) Funded debt and legal expense__.._..____-__-_.__-._____ $15, 986. 04 
(ii) Fees and expenses in connection with the issuance of cap- 


(iii) Taxes erroneously capitalized 
(iv) Abandoned dam sites_ 

(v) Trial operation (Oakdale plant) 
(vi) Unrecorded retirement 

(B) Respondent remove from Account 100, electric plant, and 
transfer to Account 107, electric plant adjustments, the amount of 
$871,250, representing the par value of common stock issued without 
consideration and charged to plant at the time of organization ; 

(C) Respondent remove from Account 100, electric plant, and trans- 
fer to Account 107, electric plant adjustments, the amount of $105,- 
903.76 representing write-up in connection with the acquisition of the 
Monticello plant; 

(D) Respondent remove from Account 100, electric plant, and 
transfer to Account 107, electric plant adjustments, the amount of 
$8,600.40 representing interest during construction associated with the 
write-up of the Monticello plant; 

(E) Respondent remove from Account 100, electric plant, and trans- 
fer to Account 107, electric plant adjustments, the amount of $4,937.01, 
representing earnings from the operation of the Monticello plant 
during a construction period ; 

(F) Respondent remove from Account 100, electric plant, and 
transfer to Account 107, electric plant adjustments, the amount of 
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$40,750.15, representing an improper charge for interest during con- 
struction ; 

(G) Respondent dispose of $15,986.04, established in Account 107, 
pursuant to paragraph (A) above, by a charge to Account 140, un- 
amortized debt discount and expense, and then charge to Account 271, 
earned surplus, such portion of the $15,986.04 as relates to the expired 
life of bonds with which the amount is associated ; 

(H) Respondent dispose of the amount $184.07, established in Ac- 
count 107, pursuant to paragraph (A) above, by a charge to Account 
250, reserve for depreciation ; 

(I) Respondent dispose of the credit amount of $39,373.89, estab- 
lished in Account 107, by a transfer to Account 150, discount on capi- 
tal stock, to remoye amounts erroneously classified by the respondent 
in the latter account; 

(J) Respondent dispose of the credit amount of $79,809.56, repre- 
senting retirements of electric plant made in error, by a transfer 
thereof to Account 250, reserve for depreciation ; 

(K) Respondent dispose of the balance of $3,692,780.79 remaining 
in Account 107 by charging said amount to Account 271, earned sur- 
plus; provided, however, that respondent may charge all or any part 
of said $3,692,780.79 against a capital surplus properly created for 
that purpose; 

(L) Respondent file with the Commission, within six months from 
the date of this order, certified copies of the entries required by para- 
graphs (A) to (K), inclusive, of this order; 

(M) The provisions of this order are not to be construed as dis- 
pensing with the necessity of full compliance with the requirements. 
of the Public Utility Holding Company Act of 1935 and the rules, 


regulations and orders issued by the Securities and Exchange Com- 
mission. 





IN THE MATTER OF 
MISSISSIPPI POWER & LIGHT COMPANY 


Proceeding on an Order to Show Cause Why a Public Utility Should 
Not be Directed to Make Accounting Adjustments on Failure to Comply 
with Requirements of Uniform System of Accounts 


IT-5824 
(Decided August 2, 1943) 
Syllabus 


1. Respondent’s failure to deny recitals in order to show cause in its re- 
sponse is an admission of the truth of the recitals. P. 525. 

2. Respondent’s request for additional time to make revised reclassification 
and original cost studies denied in the absence of a showing that it 
has, in good faith, made a reasonable effort to comply with the Uniform 
System of Accounts, and, without fault upon its part, is unable to com- 
plete its comp!iance and, at the earliest opportunity, requested additional 
time within which to comply. P. 528. 

3. Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to 
submit other plans for disposition within thirty days, which will be 
permitted in lieu thereof, if found by the Commission to be consistent 
with sound principles of accounting. Failure to propose a satisfactory 
alternative plan for the disposition of the amounts classified in Accounts 
100.5 and 107 will justify ordering amounts disposed of as set forth 
in order entered. P. 529. 


By THE CoMMISSION : 


This matter comes before us upon the response of Mississippi 
Power & Light Company (“Mississippi” or “Company,” hereinafter) 
to our order of April 27, 1948, dire¢ting it to show cause why we 
should not take certain steps because of the Company’s apparent 
failure to comply with the requirements of our Uniform System of 
Accounts. 

The accounting provisions of the Federal Power Act were fore- 
shadowed by the Federal Trade Commission’s comprehensive inves- 
tigation of the electric utility industry, which revealed that millions 
of dollars of “water” had been pumped into the plant accounts of 
operating electric utilities by holding companies. The existence of 
inflation in the plant accounts of Mississippi, among other subsid- 
iaries in the Electric Bond & Share Company system, was disclosed 
by that investigation.’ 

1 Federal Trade Commission, Utility Corporations, Part 42, 204-239; 798-862 (Sen. Doc. 
92, Pt. 42, 70th Cong., Ist Sess.). 
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By the provisions of the Federal Power Act, Congress vested in us 
comprehensive accounting authority over the accounts of companies 
owning or operating facilities for the transmission or sale at whole- 
sale of electric energy in interstate commerce.” 

On June 16, 1936, we promulgated a uniform system of accounts * 
which had been prepared with the cooperation and collaboration of 
State and other Federal regulatory commissions. The accounts of 
public utilities as of the effective date of that system were in effect 
frozen, pending the submission of reclassification and original cost 
studies as required by electric plant accounts instruction 2-D of that 
system. Two years after January 1, 1937, were allowed for making 
the studies. This requirement has for its purpose, among others, 
the segregation and elimination of inflation and out of these require- 
ments, as we have said, the present proceeding arises. 

Mississippi admittedly ¢ owns and operates facilities for the trans- 
mission and sale at wholesale of electric energy in interstate com- 
merce, by reason of which it is a “public utility” under the Federal 
Power Act, subject to all the requirements of that Act and of the 
aforesaid Uniform System of Accounts. 

Although the original cost studies were required to be filed not later 
than January 1, 1939, we granted several extensions of time to Missis- 
sippi on its representations that it was encountering difficulties in pre- 
paring its studies, and it was not until May 31, 1940, that Mississippi 
filed any reclassification studies. The studies which it then filed, it 
advised us, were incomplete and the Company attempted to reserve 
the right to amend them in whole or in part and in whatever respect 
might “be necessary in order more completely or more accurately to 
state the information set forth or which should be set forth therein.” 
It further informed us that completed studies would be filed in the 
near future. Subsequently, on September 9, 1940, Mississippi filed 
what purported to be the “completed” studies, but even as to these it 
attempted to make the same reservation.° 

On August 19, 1941, after correspondence between our staff and the 
Company had failed to elicit essential information in connection with 


2 Northwestern Electric Company v. Federal Power Commission (C. C. A. 9th, 1942), 
125 F. (2d) 882; Northwestern Electric Co. et al. v. Federal Power Commission (C. C. A. 
9th, 1943), 134 F. (2d) 740; Cf. The Hartford Electric Light Company v. Federal Power 
Commission (C. C. A. 2d, 1942), 131 F. (2d) 953, 964, cert. den. 319 U. 8: 741; Jersey 
Central Power & Light Company V. Federal Power Commission, 319 U. 8. 61, 87 L. Ed. 869, 

* Federal Power Commission Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, effective January 1, 1937. 

* Mississippi does not deny the allegations in our order to show cause that it is a “public 
utility” and, on other occasions, in pleadings filed with us and the Courts, has freely 
admitted that status. In the Matter of Mississippi Power & Light Co. et al., Docket No. 
IT-5785 ; Mississippi Power & Light Co. v. Federal Power Comm., 131 F. (2d) 148 (C. C. 
A. 5th). 

5’ The effect of the purported reservation was a failure of compliance with the require- 
ments that the Company submit original cost and reclassification studies. Submission of 
figures with a “reservation” of the right to change the figures is a nullity. 
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the studies submitted, our staff began an examination of those studies 
at the Company’s offices in Jackson, Miss. 

The report of that examination by our staff showed that Mississippi’s 
studies failed in numerous respects to comply with the requirements of 
our Uniform System of Accounts; did not conform to it “either in 
principle or substance,” and were “a travesty.” On the basis of that 
report, we entered an order on April 27, 1943, requiring Mississippi, 
in writing and under oath, to show cause, if any there were, why we 
should not by order determine and direct the Company to make the 
accounting adjustments recommended in the staff report; classify in 
Account 107, electric plant adjustments, $12,396,371.24, representing 
write-ups of plant account and other items not properly includible in 
plant account; dispose of $1,089,210.94 of that amount in the manner 
proposed in the staff report; submit plans for the disposition of the 
balance of $11,307,160.30 of that amount and for disposition of $952,- 
097.69 classified by our staff in Account 100.5, electric plant acquisition 
adjustments; and prepare and file revised reclassification and original 
cost studies as to $21,286,777.27, representing the balance of the Com- 
pany’s book cost not otherwise treated in the report, in compliance with 
the requirements of the Uniform System of Accounts.® 

The order and staff report were received by Mississippi on May 8, 
1943. On May 27, 1943, it filed its respunse thereto. It admits that it 
has not classified any amount in Account 107, electric plant adjust- 
ments,’ saying “that at the time its reclassification and original cost 
studies were made, it was of the opinion that the reclassifying, as done 
by it, was correct and proper, and in accordance with the Uniform 
System of Accounts of this Commission.” It further admits that 
$910,866.77 of the $12,396,371.24, proposed for classification in Account 
107 by our staff, is properly classifiable in that account. As to the 
balance of the $12,396,371.24, namely, $11,485,504.47, Mississippi says 
that it is unable to make a further response with respect to either the 
classification or disposition thereof, pending its determination of the 
cost incurred by its parent, Electric Power & Light Corporation, in 
acquiring the properties which the latter transferred to Mississippi. 


* Mississippi's failures in the preparation of its original cost studies were specifically 
spelled out in the order and in the staff report, the latter being incorporated by reference in 
the order. The Company was put on notice, by the terms of the order, that its answer 
thereto should “set forth with particularity the facts upon which it relies” and that 
“denials of the allegations of this order and of the statements in the staff report” were 
not to be “general and unsupported by specific facts upon which Mississippi relies.” It 
was notified that failure to comply with these directions might result in the entry of a final 
order, without hearing, “on the ground that the response has raised no issues requiring 
a hearing.” 

7 The text of this account provides that it shall include, among other things, “write-ups 
of electric plant” which are thereafter to be “disposed of as the Commission may approve 
or direct.” 

® The $910,866.77 is included in the $1,089,210.94 as to which the staff proposed specific 


recommendations of disposition in the report. As to the $910,866.77, the response concurs 
in the dispositions proposed by the staff. 
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In response to the requirement that it submit plans for the disposi- 
tion of the amount of $952,097.69 classified by the staff in Account 
100.5, electric plant acquisition adjustments,’ Mississippi states it is 
unable to comply until it has had an opportunity to make “further 
studies.” 

Referring to numerous respects in which Mississippi had failed to 
comply with our Uniform System of Accounts in the preparation of 
its studies, our order required it to show cause why we should not 
direct it to make revised studies with respect to an amount of $21.286,- 
777.27. Mississippi does not deny that it has failed, in the respects 
enumerated in the order and staff report, to comply with the require- 
ments of our Uniform System of Accounts and admitted the “necessity 
and the propriety of making and filing revised original cost studies.” 
It further states, in an apparent attempt to excuse its failures or to 
mitigate its offense, that “under interpretations of the staff of this Com- 
mission and under recent court decisions, clarification of many ques- 
tions has been made.” It adds that “such studies will be made and that 
the advice and cooperation of the staff of the Commission is requested 
and will be welcome to insure that acceptable methods are being fol- 
lowed in the revised studies,” and that it has “employed Ebasco Services 
Incorporated (the Electric Bond & Share System Service company) to 
assist (it) in making such revised studies.” But, it says, “the making 


of such studies will require time, and to that end additional time is 
requested with the specific understanding that all possible dispatch in 
the making and completion of such studies will be used and progress 
reports will be made to the Commission staff from time to time at such 
intervals as may be suggested by the Commission.” 


INADEQUACY OF RESPONSE 


The first question posed is whether Mississippi has made response 
as called for by our order. It will readily become apparent that it has 
not. 

It is recited in the staff report and in our order that an amount of 
$7,776,857.07 now on Mississippi’s books represents a write-up reflected 
in its plant accounts at organization when, as a result of an agreement 
dated October 13, 1927, between Mississippi and L. Boyd Hatch, a 
nominee of Electric Power & Light Corporation, Mississippi acquired 
certain properties formerly owned by companies and persons which 
were at the time controlled by Electric Power & Light Corporation ” 
and recorded those properties at an amount in excess of the amount at 

* This account shall include the excess of acquisition cost over original cost resulting 
from arms’-length transactions. The amounts recorded in Account 100.5 are to be “depre- 
ciated, amortized, or otherwise disposed of as the Commission may approve or direct.” 

TT. e., The Mississippi Power and Light Company, The Mississippi Central Power Com- 


pany, Mississippi Delta Power & Light Company and by Frank A. Reid, also a nominee 
of Electric Power & Light Corporation. 
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which they had theretofore been carried. Even assuming it is neces- 
sary, as alleged, to ascertain the cost of these properties to Mississippi’s 
parent before Mississippi will be in position to state whether all of the 
$7,776,857.07 is a write-up, Mississippi could have admitted or denied 
that the amount was reflected in its plant accounts at organization ; that 
the amount was recorded on its books as a result of an agreement dated 
October 13, 1927; that the agreement was between L. Boyd Hatch and 
Mississippi; that Hatch was a nominee of Electric Power & Light 
Corporation ; that the properties were acquired from the named pred- 
ecessors and that Mississippi, its predecessors and all persons involved 
in the transaction were controlled by Electric-Power & Light Corpo- 
ration, In the face of the order’s requirements, the Company’s silence 
is an admission of the truth of these recitals. 

The order and staff report also recite that $467,424.10 represents a 
write-up recorded on the books of Mississippi in 1930 when it acquired 
certain properties from W. W. Staplin, a nominee of Electric Power 
& Light Corporation, and describe $167,609.54 as a write-up recorded on 
Mississippi’s books on December 1, 1929, when it acquired certain prop- 
erties from Vernon B. Walters, another nominee of Electric Power & 
Light Corporation. Here again, even without the studies alleged to be 
necessary before a fuller response can be made, Mississippi could have; 
without admitting or denying that the amounts were write-ups, denied 
or affirmed the truth or falsity of the recitals in other respects. 

The response does not even admit that Mississippi is a subsidiary in 
the Bond & Share system. Our order recited that Mississippi is owned 
and controlled by Electric Power & Light Corporation through, among 
other things, the ownership of approximately 94 per cent of Missis- 
sippi’s voting stock, which includes all of the common stock, and that 
Electric Power & Light Corporation, in turn, is owned and controlled 
by Electric Bond & Share Company. It is inconceivable that Missis- 
sippi is -without information as to whether it is owned and controlled 
by Electric Power & Light Corporation or as to the approximate per- 
centage of the ownership of its common stock by Electric Power & 
Light Corporation. Yet Mississippi’s response is completely silent as 
to these recitals. 

There are other recitals in the order and staff report, too numerous 
to warrant mentioning in this opinion, which Mississippi could have 
either affirmed or denied, but to which it did not choose to respond. 
It is, therefore, plain that Mississippi has not responded as fully as it 
could have even without the studies it alleges to be necessary. 


REQUESTED DELAY 


‘ 


Our next inquiry arises from Mississippi’s request for additional 
time within which to make certain studies, and its allegation that the 
studies are necessary to enable it to respond more fully respecting the 
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proposed classification of amounts in Accounts 100.5 and 107. Here 
we should seek to determine whether the request for additional time 
comes from a company which has, in good faith, made a reasonable 
effort to comply with the requirements of our Uniform System of Ac- 
counts and without fault upon its part (whether as a result of bona 
fide misunderstanding or misinterpretation of the requirements, or 
otherwise) is unable to complete its compliance, and at the earliest op- 
portunity has requested additional time within which to comply. 

It is apparent from Mississippi’s response that it anticipated this 
inquiry and seeks to convey the impression that its failures had been 
the result of bona fide misinterpretations of the requirements of our 
Uniform System of Accounts. Many factors, however, militate 
against our reaching this conclusion. 

The requirement that write-ups are to be classified in Account 107 
has been in the Uniform System of Accounts for six years. Moreover, 
for at least two years, Mississippi has been thoroughly acquainted with 
our proceeding initiated June 24, 1941, against its affiliate, Carolina 
Power & Light Company. Jn the Matter of Carolina Power & Light 
Company, 2 F. P. C. 988; see also the order of December 29, 1942, in 
that proceeding, docket No. IT-5701. It, therefore, has known for at 
least that length of time that cost to its parent, Electric Power & Light 
Corporation, would have to be determined. It has offered no reason 
why it did not undertake the studies at that time. : 

In its response, Mississippi invites the advice and cooperation of 
our staff to insure that acceptable methods are being followed in pre- 
paring the revised studies. But the staff and the Commission have at 
all times been ready and willing to advise and cooperate with Missis- 
sippi, as with any other public utility, with respect to the preparation 
of its original cost studies. At least as far back as March 2, 1940, 
when we granted Mississippi a further extension of time, we informed 
it that we had been advised that the Company was following. certain 
specified methods which were not in conformity with the Uniform Sys- 
tem of Accounts and would result in the submission of studies which 
could not be accepted as complying with our requirements. But our 
warning fell on deaf ears. The response now under consideration is 
lacking in the specific, detailed, and categorical statement of intention 
necessary to persuade that the Company intends to follow any dif- 
ferent course than that heretofore pursued. 

That course cannot be characterized as anything other than dilatory 
and obstructive. For an example, after having five years for prep- 
aration of its studies, the data furnished our staff examiners by the 
Company were marked “tentative and incomplete.” Notwithstand- 
ing repeated requests for final and complete data, Mississippi refused 
to furnish such data and even refused to state when the data it 
furnished would no longer be subject to such qualification. 
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Although, speaking generally, the utility industry has cooperated 
with the Commission in its efforts to establish uniform and sound 
accounting, subsidiaries of Electric. Bond & Share Company, with a 
few praiseworthy exceptions, have pursued a regular course of con- 
duct of failing to produce books and records of their predecessors 
with no explanation worthy of consideration. 

The lengths to which Mississippi was willing to go to avoid com- 
pliance with the Uniform System of Accounts are only partially re- 
vealed. It, like other Bond & Share subsidiaries which have alleged 
the “disappearance” of books and records,” has seized upon that 
excuse to embark upon a method of developing the “original cost” of 
the properties designed solely to hide the inflation in its accounts. It 
has taken an inventory of its property and has purported to make a 
valuation thereof and to use that as the original cost. It has not 
only developed this “cost” of its property acquired from predecessors 
by entirely unreliable estimates, but in doing so it has totally dis- 
regarded such existing records as there are. We have never yet 
accepted a study which ignores existing records and perceive no 
reason for doing so now.“ 

Mississippi states in its answer that it will make a thorough addi- 
tional search for any and all records which may be utilized in its 
revised studies “including those of a character which heretofore had 
not been considered essential in accordance with the manner in which 
its study had been made.” The outcome of that “search” could well 
provide the key to the solution of the controlling issues in constroversy, 
but we must observe that this is a curious statement coming at this late 
date in view of general instruction 2-B of our Uniform System of 
Accounts wherein “records” are defined as including “not only ac- 
counting (records) in a limited technical sense, but all other records, 
such as minute books, stock books, reports, correspondence, memo- 
randa, etc., which may be useful in developing the history of, or facts 


In the Matter of Minnesota Power ¢ Light Company, Docket No. IT—5545; In the 
Matter of Utah Power & Light Company, Docket No. IT—5686; In the Matter of Carolina 
Power & Light Company, Docket No. IT-5701; In the Matter of Arkansas Power & Light 
Company, Docket No. IT-5794. Compare the description of obstructive tactics pursued, 
as set forth in In the Matter of Electric Bond 4 Share Company, et al., 8. E. C. Holding 
Company Act Release No. 2940. 

2 Carolina Power & Light Company, Docket No. IT-5701, order of December 29, 1942; 
Minnesota Power & Light Company, supra, p. 388, 396; see also Minnesota Power & Light 
Company, Docket No. IT—5545, 2 F. P. C. 692 ; Utah Power & Light Co., Doeket No. IT-—5686, 
2¥..P. C. Oil. 

%3We are aware that records may honestly and unavoidably not be available and we, 
therefore, provided in our Uniform System of Accounts that estimates could be used in the 
absence of records. Hlectric Plant Accounts Instruction 2-C. We did not provide, how- 
ever, that existing records were to be ignored or that merely lip service be paid them. 
Estimates may be used to fill the gaps in the records—but that is all. In the Matter of 
Minnesota Power & Light Company, supra, p. 388. Nor will we permit the use of in entries 
for the purpose of hypothetically pricing the units of property and ignoring the books of 
account, as Mississippi did here. Ibid. 


582231—44—-vol. 3-34 
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regarding any transactions.” That definition hasbeen known to 
Mississippi since 1936. There is a complete failure to explain why 
the Company had previously considered such records as unessential. 

Even now the Company still fails to indicate either its ability 
to locate, or its intention to utilize, the books and records of its pre- 
decessor companies in making the additional studies. Those prede- 
eessors, like Mississippi itself, were Bond & Share companies. Their 
books and records we know were taken over by Mississippi and kept 
for several years. Their “disappearance” has never been explained. 
While they remain “missing” under such circumstances no offer to make 
further studies can be regarded as bona fide, or likely to produce sat- 
isfactory results. 

Disregarding these factors and judging the Company’s request for 
additional time by the standard which the Company voluntarily set 
for itself in its response, we must reach the same conclusion. The 
Company there stated that it fully expected certain system cost 
studies to be ready within sixty days, i. e., by July 26, 1943. Those 
studies were to make it possible for Mississippi to respond more 
fully as to the amounts in Accounts 100.5 and 107. This time has 
elapsed and we are still without any more satisfactory response to our 
order. Patience may cease to be commendable (Cf. Alabama Power 
Company v. Federal Power Commission (App. D. C.), 128 F. (2d) 
280, 294) when it is sought to be exploited to postpone, with the hope 


of ultimately escaping, the necessity for complying with the require- 
ments of the law. 


CONCLUSION 


We conclude that no additional time should be granted Mississippi 
to complete further studies before answering the show cause order and 
that the response which has been made should be judged accordingly. 
So judged, it raises no issues requiring a hearing. From Mississippi’s 
failure to discharge the burden of sustaining the accounting entries 
questioned, we are justified in inferring the truth of the recitals in 
our order of April 27.14 Mississippi has, by its own deliberate choice 
and with knowledge of the alternatives and full appreciation of the 
consequences, brought itself to its present position. In repeatedly 
choosing to defy rather than comply with requirements legally ap- 
plicable to it, the company has deliberately placed itself in the posi- 
tion it now occupies. If it now has insufficient information to deny 
the allegations of our order, that is only true because Mississippi has 
deliberately chosen that it should be true. By putting or allowing 
books and records to be placed beyond its reach, by refusing to make 
studies which would reveal the truth with respect to its accounts, by 


4 Section 301 of the Act; Cf. Nurthwestern Electric Company et al. v. Federal Power 
Commission, (C. C. A. 9), 134 F. (2d) 740. 
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closing its eyes when it was its duty to keep them open, Mississippi 
has sought to “protect” itself against having to admit the pertinent 
facts. If Mississippi does not know the facts necessary to enable it 
to deny the allegations, it is because it has chosen to make lack of 
knowledge its defense against obeying the law. Such a course of 
conduct in itself may speak more loudly than volumes of additional 
studies. 

We therefore conclude that the steps contemplated by our show 
cause order are minimal requirements which should be imposed now, 
and which may be imposed now without prejudice to the future pro- 
ceedings which will be necessary when the reclassification studies are 
completed with respect to the balance of $21,286,777.27. 

In view of the scope and status of our investigation (Jn the Matter 
of Mississippi Power and Light Company et al., docket No, IT-5785), 
we will at this time make no determination as to whether Mississippi’s 
failures were willful and knowing and whether penalties should be 
assessed against the Company or prosecution be undertaken in ac- 
cordance with the provisions of the Federal Power Act. The Com- 
pany’s future conduct, as well as its ability and willingness to produce 
the “missing” books, may provide an important consideration. Cf. 
Pacific Power & Light Company, supra, p. 329. 

We are therefore issuing the order contemplated by our show cause 
order of April 27 and providing therein that failure to propose a 
satisfactory alternative plan for the disposition of the amounts 
ordered classified in Accounts 100.5 and 107 will justify us in ordering 
those amounts disposed of as set forth in the order we shall herein- 
after enter. Northwestern Electric Company v. Federal Power Com- 
mission, supra. 

An appropriate order will be entered in accordance with this 
opinion. 

Lxexanp Oxps. 
Bastz Manty. 
Joun W. Scort. 
Crype L. Seavey. 


Order requiring reclassification of certain amounts in Account 1005, 
electric plant acquisition adjustments, and Account 107, electric 
plant adjustments, disposition of such amounts, and submission of 
revised reclassification and original cost studies 


Mississippi Power & Light Company 
(IT-5824) 


Upon consideration of the order of April 27, 1943, in the above- 
entitled proceeding, the staff report incorporated by reference in said 
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order, and the response filed May 27, 1943, of Mississippi Power & 
Light Company (hereinafter called “Mississippi”) to said order, and 
having entered an opinion with findings, in this matter, which is 
hereby referred to and made a part hereof by reference; 

The Commission orders that: 


(A) Mississippi classify $952,097.69 in Account 100.5, electric plant. 
acquisition adjustments, and $12,396,371.24 in Account 107, electric 
plant adjustments; 

(B) Mississippi dispose of the $952,097.69 established in Account 
100.5 by amortizing such amount over a period of ten years by equal 
annual charges to Account 537, miscellaneous amortization ; 


(C) Mississippi dispose of the $12,396,371.24 established in Account 
107 as follows: 


(i) To Account 151, capital stock expense, representing ex- 
penses incidental to the sale of preferred stock $301, 771. 43 
(ii) To Account 140, unamortized debt discount and ex- 
pense, and thereafter, accounted for as provided in 
the Uniform System of Accounts, representing 
unexpired portion of bond discount and expense_-_ 410, 682. 44 
(iii) To Account 270, capital surplus, representing the 
amount previously charged to utility plant and 
credited to contingency reserve 198, 412. 90 
(iv) To Account 271, earned surplus, provided that all or 
part may be charged to a capital surplus properly 
created for such purpose, representing write-ups 
and other erroneous charges to plant account 11, 485, 504. 47 


(D) Mississippi may, within thirty days from the date of service 
of this order, submit other plans for the disposition of the amounts 
referred to in paragraphs (B) and (C) (iv) above, which, if found 
by the Commission to be consistent with sound principles of account- 
ing, will be permitted in lieu of the provisions hereof; 

(E) Within four (4) months from the date of service of this order, 
Mississippi shall complete and file with this Commission revised 
reclassification and original cost studies with respect to the amount 
of $21,286,777.27, plant in process of reclassification, and shall file with 
the Commission on or before the tenth (10th) day of each month here- 
after, reports in duplicate, showing in detail the progress made during 
the preceding month towards completion of such studies; 

(F) In preparing the revised reclassification and original cost 
studies, Mississippi shall, among other things, establish and maintain 
accounting controls; utilize all available records; classify write-ups 
in Account 107; comply with electric plant accounts instruction 9-E 
relating to records for land and land rights; correct genuine account- 
ing errors upon a proper analysis of construction costs; segregate 
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profits paid affiliates as engineering and supervision fees from its utility 
plant accounts and classify same in Account 107; and Mississippi shall 
not, among other things; re-account for general and administrative 
expenses, interest during construction, or other proper expense charges, 
and shall not resort to estimates which are arbitrary, without support, 
inflated or unnecessary in that recorded costs are available; 

(G) Mississippi shall submit certified copies of the entries required 
by paragraphs (A), (B), and (C) hereof, within thirty (30) days 
from the date of service of this order and on or before March 15 of each 
year thereafter the entries required for the amortization of the entire 
amount in Account 100.5, provided, however, that if Mississippi’ 
submits other plans for the disposition of amounts as herein provided, 
it may defer submission of the disposition entries ordered herein until 
the Commission shall have acted on such other proposals to the extent 
that the disposition entries are affected by Mississippi’s proposals; 

(H) The provisions of tlris order are not to be construed as dispens- 
ing with the necessity of full compliance with the requirements of the 
Public Utility Holding Company Act of 1935, and the rules, regu- 
lations and orders issued by the Securities and Exchange Commission. 





IN THE MATTER OF 
UTAH POWER & LIGHT COMPANY 
Reclassification of the Electric Plant Accounts of a Public Utility 
IT-5839 
(Decided August 2, 1943) 
Syllabus 


. Transfers of properties between subsidiaries in the same holding com- 
pany system, recorded on books of “public utility” at excesses over bona 
fide cost to the affiliated transferors, cannot be regarded as other than 
write-ups and should be classified in Account 107 until disposed of in 
such manner as the Commission shall direct. P. 536. 

. Fees paid by “public utility” to affiliated construction company which is 
nothing more than an incorporated system of accounting interposed by 
the parent for the purpose of exacting construction fees from super- 
vised operating companies, since they represent inter-company profits, 

. are write-ups and not proper plant cost, and should be classified, pend- 
ing disposition, in Account 107, in accordance with the provisions of 
the Uniform System of Accounts. P. 537. 

. Amounts representing write-ups and other improper charges, classified in 
Account 107, should, in accordance with sound principles of accounting, 
be eliminated by a charge to earned surplus, or, by a charge to capital 
surplus, if a capital surplus is created for the purpose through the re- 
duction or retirement of common stock or in some other appropriate 
manner. P., 538. 

. Offer of proof as to present value of property is not germane to inquiry 
seeking to determine cost, and such alleged values, even if they exist, 
do not alter the fact that write-ups do not constitute assets or valid 
eost. P. 540. 

. Commission agrees to restudy of the amount remaining in Account 100.6, 
electric plant in process of reclassification, after transfer of write-ups 
as indicated, with a view to final disposition, P. 540. 


George Carey and Reid & Priest by A. J. G. Priest for Utah Power 
& Light Company. 

Clinton D. Vernon, for Public Service Commission of Utah. 

Charles V. Shannon and Reuben Goldberg for the Federal Power 
Commission. 


By THE CoMMISSION : 


OPINION AND FINDINGS 


This proceeding arises under the Federal Power Act and relates to, 
accounting entries which should be made by Utah Power & Light 
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Company (hereinafter sometimes called “Light Company”) pursuant 
to our Uniform System of Accounts for public utilities and licensees. 

Light Company owns and operates facilities for the transmission 
and sale of electric energy at wholesale in interstate commerce and is 
therefore a “public utility” within the meaning of the Federal Power 
Act. As such it filed, on July 12, 1940, proposed reclassification and 
original cost studies as required by electric plant accounts instruction 
2-D of our Uniform System of Accounts and our order of May 11, 
1937, with respect thereto. 

A joint field examination was thereafter made by our staff and the 
staff of the Public Service Commission of Utah. Upon completion 
of this examination, the staffs submitted a joint report to the Com- 
missions. This report was served upon Light Company on July 25, 
1942, with the request that the company make the accounting adjust- 
ments recommended therein, and make certain additional studies for 
the purpose of bringing the company’s books in conformity with the 
requirements of the Uniform System of Accounts. 

Conferences were thereafter held between the staffs of the Utah 
Commission, and this Commission and representatives of the Light 
Company. As a result of these conferences, counsel for the Utah 
Commission, this Commission, and the Light Company, entered into 
a stipulation, subject, so far as our action is concerned, to our approval, 
with respect to the facts surrounding the issues in this matter. The 
stipulation provides that the facts therein contained shall be accepted 
“as though the Commissions had held a hearing on the issues raised by 
the staff’s recommendations and witnesses had been called, sworn, 
examined and testified at such hearing.” 


CORPORATE RELATIONSHIPS PERTINENT TO THE ISSUES INVOLVED 


As set forth in the stipulation, Electric Bond & Share Company 
caused the organization and incorporation of Light Company, Utah 
Power Company, Utah Securities Corporation, and of Electric Power 
& Light Corporation. At all times involved in this proceeding, these 
companies were affiliated with one another and, directly or indirectly, 
controlled by Bond & Share. All of Light Company’s common stock 
(with the exception of directors’ qualifying shares) was owned by 
Utah Securities Corporation from the inception of its existence until 
March 13, 1925. On March 13, 1925, Bond & Share caused Utah 
Securities Corporation to transfer all of Light Company’s common 
stock to Electric Power & Light Corporation. The latter has since 
controlled Light Company and has been in turn controlled, directly or 
indirectly, by Bond & Share. 


1In this connection compare In the Matter of Electric Bond ¢ Share Company et al., 
8. E. C. Holding Company Act Release No. 3750. 
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WRITE-UPS AND OTHER ERRONEOUS CHARGES ARISING OUT OF TRANSFERS OF 
PROPERTIES TO LIGHT COMPANY 


The principal issues in this proceeding arise out of eleven transfers 
of properties to Utah Power & Light Company by its affiliates, Elec- 
tric Bond & Share Company, Utah Power Company, Utah Securities 
Corporation, Electric Power & Light Corporation, as well as several 
wholly-owned subsidiaries of Light Company. 

Transfer of Telluride Power Company properties—Under an 
agreement dated December 6, 1912, Utah Securities Corporation 
transferred to Light Company the properties and other net assets of 
The Telluride Power Company. Light Company recorded these prop- 
erties on its books at $21,168,673.57, plus $33,553.18 of miscellaneous 
acquisition costs incurred by Light Company.” 

Prior to the transfer to Light Company of these properties, Bond 
& Share had acquired the bulk of Telluride’s securities and trans- 
ferred them to Utah Securities Corporation, which then, with minor 
exceptions, acquired the remaining securities of Telluride. The dona 
fide cash cost of these securities (applicable to the Telluride prop- 
erties transferred) to Bond & Share and Securities Corporation, was 
$6,268,503.19. Thus, the amount recorded by Light Company for the 
properties exceeded their bona fide cost to Bond & Share and Securities 
Corporation by $14,900,170.38. 

Transfer of electric properties of Utah-Idaho Sugar Company and 
others.—Under date of January 25, 1913, Utah Securities Corporation 
transferred to Light Company, among other things, the electric prop- 
erties of Utah-Idaho Sugar Company, Gem State Light & Power 
Company, Ltd., Ontario Silver Mining Company, and Park City Light, 
Heat & Power Company. Light Company recorded these properties 
at $7,549,452.78, although they had been previously acquired by Bond 
& Share and Securities Corporation at a bona fide cost, paid in cash, 
of $2,128,477.61. Therefore the recorded or book cost to Light Com- 
pany, exclusive of acquisition costs of $4,256.57 incurred by Light Com- 
pany, exceeded actual cost to Bond & Share and Securities Corporation 
by $5,416,718.60. 

Transfer of Utah Power Company’s net assets to Light Company.— 
In accordance with an offer dated January 28, 1913, Light Company 
surrendered its investments in Utah Power Company, a wholly owned 
subsidiary company, in return for the net assets of Utah Power Com- 
pany.* The latter properties had been transferred to Utah Power 


2This does not include a Reconstruction Reserve of $900,000 created by a charge to 
plant account, with respect to which we are reserving judgment pending completion of 
analyses of this reserve, as will hereinafter appear. 

* These net assets consisted of, among other things, the properties formerly owned’ by 
Knight Consolidated Power Company, The Blectric Company, The Eureka Electric Company, 
Camp Floyd Electric Company, The Institute Blectric Company, Idaho-Utah Electric Com- 
pany, Salt Lake and Ogden Railway Company, Home Telephone and Electric Company, and 
Davis and Weber Counties Canal Company. 
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Company by Securities Corporation and Bond & Share,‘ which in turn 
had acquired them at an actual cost of $3,251,328.95. The $8,937,- 
004.46, at which these properties were recorded on the books of Light 
Company, was thus $5,644,288.73 in excess of their bona fide cost. 

Other transfers of properties to Light Company.—Pursuant to an 
offer dated April 17, 1913, Utah Securities Corporation transferred to 
Light Company the properties of The High Creek Electric Light & 
Power Company, which properties were recorded by Light Company 
at an amount $680.58 in excess of the bona fide cost to Securities Cor- 
poration. 

Under date of April 19, 1913, Light Company acquired the proper- 
ties of its wholly owned subsidiary, Idaho Power and Transporta- 
tion Company, Ltd., and recorded such properties at $123,520.94 in 
excess of the bona fide cost to the Idaho Company. 

Under date of May 31, 1913, Light Company acquired the proper- 
ties of its wholly owned subsidiary, Merchants Light & Power Com- 
pany, and recorded such properties at $121,239.25 in excess of the 
bona fide cost to the Merchants Company. 

An excess of $51,370.99 of recorded cost over actual cost relates to 
the transfer to Light Company, pursuant to an offer of Securities 
Corporation dated February 1, 1915, of the properties of Bear Lake 
Power Company and The Davis County Light and Power Company. 

When, under date of May 31, 1917, the properties of Scofield Mu- 
nicipal Plant, Coalville Municipal Plant, Swan Creek Electric Com- 
pany and the franchise of Huntington Light, Power and Telephone 
Company were transferred to Light Company by Utah Power Com- 
pany, they were recorded: on Light Company’s books at a net excess 
over actual cost to Utah Power Company of $2,424.60. 

As of November 30, 1926, Electric Power & Light Corporation 
transferred to Light Company through Frank A. Reid, a nominee of 
Power & Light Corporation, the properties of eight companies.° 
These properties were recorded by Light Company at an excess of 
$174,435.19 over actual cost to Power & Light Corporation. 

When the properties of The Progress Company and those of Shelley 
Light & Power Company, Ltd., were transferred to Light Company 
by Utah Power Company, they were recorded by Light Company at 
an excess over actual cost of $38,005.55 and $4,066.55, respectively. A 
part of the recorded cost consists of discount, $40,370.00, on Light Com- 
pany’s 7% preferred stock, accrued dividends thereon of $505.55, and 
interest on funded debt in the amount of $1,196.55. 

*This transfer was effected through an intermediary, Harry M. Durning, who had no 
beneficial or other interest in the properties. 

5 Light Company also recorded $41,386.78 for cash and acquisition costs in the matter. 

* These eight companies are: Warm Springs Power Company, Clark Electric Power Com- 
pany, Ophir Hill Consolidated Mining Company, Kamas-Woodland Telephone Company, 


Vernal Milling & Light Company, The Green River Electric Light & Power Company, City 
of Green River, and Moab Light & Power Company. 
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The foregoing excesses of cost recorded on the books of Light Com- 
pany over the bona fide cost to the affiliated transferors total $26,476,- 
921.36. Certain properties of the Light Company were transferred 
to its subsidiary, Western Colorado Power Company, in exchange for 
securities and at this time $2,685,544.19 of the excess was removed 
from the plant account of Light Company and lodged in the account 
covering investment in securities of the Western Colorado Power 
Company. The total write-up of $26,476,921.36 will be discussed at 
this time, the credit amount of $2,685,544.19 being treated hereinafter. 

The foregoing excess cannot be accepted as a bona fide cost to the 
Light Company. Here there was no exercise by the directors of Light 
Company of independent judgment. There were really no transac- 
tions and the pretended transfers were mere shams. In fact, it was no 
more than Bond & Share, through various controlled subsidiaries, 
dealing with itself. There did not exist two separate and independent 
parties, one endeavoring to obtain the lowest and the other the highest 
price for the properties, with each in a position to protect to the fullest 
its own interests. Obviously, such increases represent write-ups hav- 
ing no place in the plant accounts. Under similar circumstances, we 
have heretofore held that the excess of recorded cost over bona fide 
cost to affiliated transferors was a write-up. Pacific Power & Light 
Company, supra, p. 329; Minnesota Power & Light Company, supra, 
p. 388. 

We find, therefore, that the amount of $26,476,921.36 represents write- 
ups and erroneous charges to Light Company’s plant accounts which 


should be classified in Account 107 until disposed of in the manner we 
shall hereinafter direct. 


MISCELLANEOUS WRITE-UPS AND IMPROPER CHARGES IN LIGHT COMPANY’S 
PLANT ACCOUNTS 


The stipulation also includes nine debit items totalling $3,238,675.38 
and four credit items totalling $3,147,159.04. The debit items, all of 
which were charged to Light Company’s plant account, are as follows: 


Phoenix Utility Company fees_..2.=--.-....-.-.._-_._...- $1, 026, 882. 93 
Expenses incurred by Light Company in connection with the 
issuance of its Thirty Year First Mortgage, 5% Gold 
Bonds, dated February 2, 1914, due February 2, 1944 815, 585. 49 
Discount suffered by Light Company on two notes dated 
April 30, 1914 and April 30, 1915, both notes maturing Au- 
gust 1, 1932, issued by Light Company to Utah Power Com- 
ne ee a ah i pantoeletan et toes 1, 481, 289. 67 
Cost of investigation of properties not acquired 
Cost of maintenance of properties 
Cost of dismantling certain properties. 
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Expenses incurred in connection with the sale of Light Com- 

pany’s preferred stock $187, 145. 98 
Amount paid in 1927 to Electric Pewer & Light Corporation 

upon the exchange of Light Company's 7% Preferred Stock 

for 10,000 shares of Light Company’s 6% Preferred Stock 166, 666. 66 
Discount incurred by Light Company on the sale of its pre- 

ferred stock to employees 


3, 238, 675. 38 


Light Company contests the proposed classification of only one 
of the foregoing debit items, namely; the amount of $1,026,882.93 
representing fees paid by Light Company to Phoenix Utility Com- 
pany. It is the position of the staffs of the Federal Power and Utah 
Commissions, that the capitalization of this amount represents a 
write-up of Light Company’s plant account, in that it is an inter- 
company profit and does not represent a valid cost of plant. Light 
Company maintains that the amount represents bona fide cost to it and 
is, therefore, properly includible in Account 100.1, electric plant in 
service. 

In our opinion Jn the Matter of Pennsylvania Power & Light 
Company, 44 P. U. R. (N.S.) 344, supra, p. 89, (the “Wallenpaupack” 
case), we held that Phoenix Utility was “nothing more than an in- 
corporated system of accounting interposed by Bond and Share 
for the purpose of exacting construction fees from its supervised oper- 
ating companies” and that “the fee paid to Phoenix does not constitute 
actual legitimate original cost.” The Phoenix Utility there referred 
to is the same company which is involved here, and the fees referred 
to in the Wallenpaupack case are of exactly the same nature as those 
involved here. They represent inter-company profits which we have 
consistently excluded as improper cost of plant. St. Croix Falls 
Minnesota Improvement Company, et al, 43 P. U. R. (N. 8.) 1, supra, 
p. 13; California-Oregon Power Company, 47 P. U. R. (N. S.) 193; 
supra, p. 368; Pacific Power & Light Company, 46 P. U. R. (N.S.) 131, 
supra, p. 329, and cases cited therein. Cf. Alabama Power Company v. 
Federal Power Commission (C. C. A. 5th, 1943), 134 F. (2d) 602, 606, 
We find, therefore, that the $1,026,882.93 is not a proper plant cost 
and its capitalization resulted in a write-up to that extent of Light 
Company’s plant accounts. We further find that such amount should 
be classified, pending disposition, in Account 107, in accordance with 
the provisions of our Uniform System of Accounts. 

We also find that the other eight debit items shown above are prop- 
erly classifiable in Account 107. 

The four items which the Company agrees, and we so find, are class- 
ifiable on the credit side of Account 107 are as follows: 
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Adjustment of interest on construction $2,257.99 less 

expired water rights, franchises, etc. $1,510.94__._-______ ($747. 05) 
Salvage value of properties improperly credited to plant__ (28, 701. 98) 
Transfer of write-up from plant account to account for 

investment in Western Colorado Power Company... (2, 685, 544. 19) 
Excess of claimed actual legitimate original cost, at 

January 1, 1937, of Light Company’s hydroelectric 

projects licensed under the Federal Power Act over staff 

computation of original cost (482, 165. 82) 


(8, 147, 159. 04) 
Thus the total debit amounts classifiable in Account 107 aggregate 


$29,715,596.74. The credit items aggregate $3,147,159.04, leaving a 
net debit balance of $26,568,437.70. 


DISPOSITION OF AMOUNTS CLASSIFIED IN ACCOUNT 107 


The text of Account 107 provides that amounts classified in it “shall 
be disposed of as the Commission may approve or direct.” Accord- 
ingly we turn now to a consideration of the appropriate disposition 
of the amounts so classified. 

Of the $26,476,921.36, representing write-ups and other improper 
charges arising out of transfers of properties, $26,434,849.26 has no 
place at all on Light Company’s balance sheet. It does not represent 
any bona fide cost. In accordance with sound principles of account- 
ing, therefore, we find that it should be eliminated by a charge to Ac- 
count 271, earned surplus, or to Account 270, capital surplus, if a 
capital surplus is created for the purpose. Inasmuch as that amount 
is associated with the issuance of Light Company’s capital stock, it 
would be appropriate and in accordance with accepted principles of 
accounting, to eliminate the write-up by a charge to capital surplus 
created for such purpose through the reduction or retirement of com- 
mon stock or in some other appropriate manner. 

We shall require, therefore, the disposition of the $26,434,849.26 
by a charge to Account 271, earned surplus, with the proviso that 
Light Company may eliminate all or part of that amount by a charge 
to a capital surplus created for such purpose.’ 

The balance of the $26,476,921.36 is made up of $40,370.00, repre- 
senting discount on Light Company’s 7 Percent Preferred Stock and 
$1,702.10, representing dividends and interest erroneously capitalized 
by Light Company. We find that the discount, in accordance with 
sound principles of accounting, should be disposed of by a charge to 
Account 150, discount on capital stock, and thereafter accounted for 
in accordance with the provisions of our system of accounts and 
that the dividends and interest should be eliminated by a charge to 
Account 271, earned surplus. 


7 See Minnesota Power & Light Company, supra, p. 388. 
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The amount of $1,026,882.93 of Phoenix Utility profits should be 
disposed of by a charge to Account 271, earned surplus. This treat- 
ment is in accordance with corre¢t principles of accounting. 

The expenses of $315,585.49 incurred in connection with the issu- 
ance of Light Company’s bonds should have been amortized over the 
life of those bonds. Therefore, that portion of the $815,585.49 which 
relates to the expired life of the bonds should be disposed of by a 
charge to Account 271, earned surplus, and the balance should be 
amortized over the remaining life of the bonds. Inasmuch as the 
unexpired life of the bonds, however, is less than one year (the due 
date of the bonds is February 2, 1944), we shall require the disposition 
of all of such amount by a charge to Account 271, earned surplus, 
That portion of the $315,585.49 allocable to the unexpired period of 
the bonds is very small and, in any event, would have to be eliminated 
by February 2, 1944. 

The Colorado properties of Light Company, as well as its invest- 
ments in certain subsidiary companies operating in Colorado, were 
transferred by Light Company to The Western Colorado Power Com- 
pany, a company formed to operate the Colorado properties, and in 
return therefor Western issued and delivered to Light Company 
$3,499,100 of $100 par value common stock and $3,000,000 principal 
amount of Five Percent Gold Bonds, representing its entire out- 
standing securities other than directors’ qualifying shares. These 
securities were recorded by Light Company in its investment account 
at $6,499,100, par and principal amount of the securities. At the 
same time Light Company credited its plant account with an amount 
which was $2,685,544.19 in excess of bona fide cost. 

Inasmuch as the total inflation recorded at acquisition has been 
classified as a debit in Account 107, we find the amount of $2,685,544.19 
is properly classifiable as a credit in that account. We further find 
that in accordance with correct principles of accounting, the amount 
should be disposed of by a credit to Account 111, investments in 
associated companies. 

The disposition of the following amounts, agreed upon by the staffs 
and the company, are in accordance with sound principles 
of accounting, and we shall order the dispositions indicated : 

Charge Account 271, Harned Surplus: 
Discount suffered on notes as previously described___ $1, 481, 289. 67 


Amount paid by Electric Power & Light Corporation 
upon excnange by it of 10,000 shares of Light Com- 
pany’s 7% preferred stock for an equal number of 
Light Company’s 6% preferred stock_ 

Charge Account 250, Reserve for Depreciation: 
Cost of dismantling certain properties___._._.-__........ 
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Charge Account 151, Capital Stock Expense: 
Expenses incurred in the sale of Light Company’s pre- 
ferred stock 
Charge Account 150, Discount on Capital Stock: 
Discount incurred by Light Company on the sale of its 
preferred stock 
Transfer to Account 271; Harned Surplus: 
Net credit adjustment of interest between plant and 
maintenance accounts. (747. 05) 
Transfer to Account 250, Reserve for Depreciation: 
Salvage value of retired properties___._.____._.._---_-- (28, 701. 98) 


We shall reserve the disposition of the remaining amount, a credit 
item of $432,165.82, pending the determination by the Commission 
of the actual legitimate original cost of Light Company’s licensed 
projects. 

We note Light Company’s offer of proof as to the present value of 
its property and its contention that this value bars the elimination 
of the inflation. The offer of proof is not germane to the present 
inquiry. Such alleged values, even if they exist, do not alter the 
fact that the write-ups do not constitute assets or valid cost. Cost, 
with which we are here concerned, is completely unaffected by such 
alleged values. Northwestern Electric Company et al. v. Federal 
Power Commission (C. C. A. 9th, 1943), 1384 F. (2d) 740; North- 
western Electric Company, 36 P. U. R. (N. 8.) 202, 2 F. P. C. 327; 
and 43 P. U. R. (N. 8.) 148, supra, p. 83. 


SUBMISSION OF REVISED RECLASSIFICATION AND ORIGINAL COST STUDIES 


After the transfer to Account 107 of the amounts hereinbefore dis- 
cussed, an amount of $56,574,502.42 will remain in Light Company’s 
Account 100.6, electric plant in process of reclassification. 

The staffs and the company have agreed that this amount should 
be restudied by the company for the purpose of submitting revised 
reclassification and original cost studies to us. Pending this restudy, 
they have further agreed that this amount shall remain in Account 
100.6. We approve of this arrangement. 

This restudy is necessary in order to enable the company to ascer- 
tain what portion of the $56,574,502.42 should be classified in Ac- 
count 100.5, electric plant acquisition adjustments; to present a plan 
for the disposition of such amount classified by Light Company in 
Account 100.5; to determine to what extent fees paid by Light Com- 
pany to Phoenix Engineering Corporation and to Electric Bond & 
Share Company are still included in plant account and to what ex- 
tent such fees represent intercompany profits; to determine to what 
extent $791,000, “Finder’s Fees,” included in the aforegoing $56,574,- 
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502.42, paid by Light Company to Utah Securities Corporation for 
“finding” Bond & Share Company as the purchaser of Light Com- 
pany’s 7% Preferred Stock and $56,252.75, also included in the $56,- 
574,502.42, representing commissions paid to Bond & Share Company 
by Light Company in connection with the sale of its 7% Preferred 
Stock, are actual, bona fide cost; to restudy and reclassify charges to 
a Reconstruction Reserve of $900,000 created by a charge to plant 
account and included in the above amount; to classify appropriately 
certain distribution plant as transmission plant; and, to determine 
the extent of underpriced and unrecorded retirements. 
An order will be issued in accordance herewith. 


Letanp OLps. 
Basi MANLy. 
JoHN W. Scort. 
Cryve L. Seavey. 


Order directing accounting entries, disposition of amounts classified 
in Account 107, electric plant adjustments, and submission of re- 
vised reclassification and original cost studies 


Utah Power & Light Company . 
(IT-5839) 


Upon consideration of the reclassification and original cost studies 
submitted to this Commission by Utah Power & Light Company (here- 
inafter called “Light Company”), the joint report of the staffs of 
this Commission and of the Public Service Commission of Utah, the 
stipulation, entered into by counsel for the two Commissions and the 
company, and having on this date made and entered an opinion with 
findings, in this matter, which is incorporated by reference as a part 
hereof ; 

The Commission orders that: 

(A) Light Company transfer from Account 100.6, electric plant 
in process of reclassification, to Account 107, electric plant adjust- 
ments, a net debit amount of $26,568,437.70, all as more particularly 
described in the opinion ; 

(B) Light Company retain in Account 107 a credit amount of $432,- 
165.82, representing the alleged excess of claimed actual legitimate 
original cost over claimed actual legitimate original cost of Light 
Company’s licensed hydroelectric projects, until this Commission has 
determined the actual legitimate original cost of the projects; 

(C) Light Company dispose of the remaining net debit amount of 
$27,000,603.52 established in Account 107, as follows: 
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To Account 271, earned surplus, or if created for such 
purpose, all or any part, to Account 270, capital surplus, 
provided such capital surplus is created within six 
months from the date of service of this order, represent- 
ing a write-up in Light Company’s plant accounts $26, 434, 849. 26 
To Account 271, earned surplus, representing erroneous 
charges of dividends and interest to plant account... 1, 702. 10 
To Account 271, earned surplus, representing expenses in- 
curred in connection with the issuance of Light Com- 
pany’s bonds 315, 585. 49 
To Account 271, earned surplus, representing discount 
suffered on two notes by Light Company, which notes ~ 
matured on August 1, 1932 1, 481, 289. 67 
To Account 271, earned surplus, representing the cost of 
investigation of properties not acquired 6, 034. 45 
To Account 271, earned surplus, representing maintenance 
of properties 9, 608. 14 
To Account 271, earned surplus, representing the amount 
paid in 1927 by Electric Power & Light Corporation upon 
the exchange by that company of 10,000 shares of Light 
Company’s 7% Preferred Stock for an equal number of 
shares of Light Company's 6% Preferred Stock 166, 666. 66 
To Account 271, earned surplus, representing intercom- 
UIE = II eh Sai ree alent elds cen gh aide 1, 026, 882. 93 
Transfer “to Account 271, earned surplus, representing a 
net credit adjustment of interest between plant and 
maintenance (747. 05) 


Net total charged to Account 271, earned surplus_. 29, 441, 871. 65 

To Account 250, reserve for depreciation, representing the 
4, 442. 06 

Transfer to Account 259, reserve for depreciation, repre- 
senting the salvage value of retired properties (28, 701. 98) 


Net transfer to Account 250, reserve for depreciation (24, 259. $2) 
To Account 111, investments in associated companies, repre- 
senting the excess of the amount recorded in Light Com- 
pany’s plant accounts over original cost of properties 
transferred by Light Company to Western Colorado 
Power Company (2, 685, 544. 19) 
To Account 151, capital stock expense, representing ex- 
penses incurred in the sale of Light Company’s preferred 
187, 145. 98 
To Account 150, discount on capital stock, representing 
discount of $41,020.00 incurred by Light Company on the 
sale of its preferred stock to employees and discount of 
$40,370 incurred by Light Company in the transfer of 
its preferred stock for property 


Net total dispositions_ 


(D) Light Company prepare and submit within six months from 
the date of this order, revised reclassification and original cost studies 
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of $56,574,502.42, which amount is to be retained, pending completion 
of the studies described in the opinion, in Account 100.6, electric plant 
in process of reclassification ; provided, however, that Light Company 
submit monthly reports, in duplicate, to the Commission within ten 
(10) days after the close of each calendar month from the date hereof, 
showing in detail the progress made during the preceding month 
towards completion of the revised studies; 

(E) Light Company submit certified copies of the entries required 
by paragraphs (A) and (C) hereof within thirty days from the date 
of this order with the exception that the entries effecting the disposi- 
tion of the $26,434,849.26 may be submitted within six months from 
the date of service of this order; 

(F) The provisions of this order are not to be construed as dis- 
pensing with the necessity for full compliance with the requirements 
of the Public Utility Holding Company Act of 1935 and the rules, 
regulations and orders issued by the Securities and Exchange Com- 
mission. 


582231—44—-vol. 3-35 





IN THE MATTER OF 
PENNSYLVANIA ELECTRIC COMPANY 
Applications for Approval of Acquisition and Merger of Facilities 
IT-5789 and IT-5804 
(Decided August 18, 1943) 
Syllabus 


1. By proposed acquisition of utility assets and facilities for generation and 
local distribution of electric energy, applicant, Penelec, a “public utility” 
under the Federal Power Act, held to merge or consolidate its facili- 
ties, subject to the jurisdiction of the Commission, with facilities of 
Keystone, within the meaning and subject to the requirements of Sec- 
tion 203 of the Federal Power Act. P. 545. 

2. Proposed acquisition of facilities of Bradford, a “public utility” under 
the Federal Power Act, by Penelec, held to constitute a merger or con- 
solidation of the latter’s facilities subject to the jurisdiction of the 
Commission, with those of Bradford, within the meaning and subject to 
the requirements of Section 203 of the Federal Power Act. P. 545. 

8. The proposed acquisitions having been approved by the Pennsylvania 
Public Utility Commission, are exempt from Section 9 (a) of the 
Public Utility Holding Company Act of 1935, and hence are not exempt 
under Section 318 of the Federal Power Act from Section 208 of the 
Federal Power Act. P. 546. 

4. Commission found that merger of facilities, in furtherance of a general 
plan of acquisition and refinancing of separate corporate entities engaged 
in electric service, when consummated, should result in certain economies 
due to simplification of corporate structures and elimination of items of 
corporate expenses and duplication of records and reports; that service 
to consumers, present and future, should be enhanced since the capital 
to meet increasing needs and demands for service will be more readily 
available and physical interconnection of the facilities to be acquired 
with those of applicant should be conducive to improved operating stability 
and continuity of service; and that there had been adequate compliance 
with the statutory provisions governing transactions of this character. 
As the resultant mergers were found to be consistent with the pub- 
lic interest, the applications were approved. P. 548. 


By THE CoMMISSION : 


Finpines ANp OprInion 


These matters come before us upon the applications, as amended, of 
Pennsylvania Electric Company (hereinafter referred to as Penelec), 
for appropriate orders, pursuant to section 203 of the Federal Power 

544 
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Act, authorizing it to acquire the franchises, utility assets and facilities 
of the Keystone Public Service Company (hereinafter referred to 
as Keystone) and of Bradford Electric Company (hereinafter referred 
to as Bradford). 

Penelec is organized and doing business under and by virtue of the 
laws of the Commonwealth of Pennsylvania and is also registered 
and authorized to do business in the State of Maryland. It owns and 
operates facilities, among others, for the transmission and sale at whole- 
sale of electric energy which is transmitted between Pennsylvania and 
Maryland and also between Pennsylvania and the State of New York 
and consumed by persons other than the transmitter thereof at points 
outside the state from which it is transmitted. Such facilities consti- 
tute facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce. Accordingly, Penelec is a public 
utility within the meaning of that term as used in section 203 of the 
Federal Power Act. 

Keystone is organized and doing business under and by virtue 
of the laws of the Commonwealth of Pennsylvania. It owns and 
operates 54.12 miles of 22 kv transmission lines, two substations and 
facilities for generation and local distribution. 

By the proposed acquisition of utility assets and facilities of Key- 
stone, Penelec will, directly or indirectly, merge or consolidate its 
facilities, subject to the jurisdiction of this Commission, with facili- 
ties of Keystone, within the meaning and subject to the requirements 
of section 203 of the Federal Power Act. 

Bradford is organized and doing business under and by virtue of 
the laws of the Commonwealth of Pennsylvania. It owns and oper- 
ates 58.727 miles of 33 kv transmission lines, of which approximately 
40 miles are used in the transmission of electric energy from points 
of purchase at the Pennsylvania-New York state line to points at 
which it is sold at wholesale for resale to West Penn Power Company, 
Penelec, and the Borough of Sinethport, in Pennsylvania. Bradford 
purchases substantially all of its electric energy requirements from 
the New York State Electric & Gas Corporation at the Pennsylvania- 
New York state line. The electric energy thus received by Bradford 
was and is generated in New York State. The balance of Bradford’s 
power requirements are supplied by electric energy received from 
West Penn Power Company through interchange with that company. 
In addition to the 33 kv lines mentioned above, Bradford owns and 
operates approximately 4 miles of 8 kv and 15 miles of 4.6 kv lines 
used in the sale of electric energy at wholesale for resale. It also 
owns and operates sub-stations and other facilities appurtenant to the 
33 kv, 8 kv, and 4.6 kv lines referred to, and in addition utilizes other 
property for the purposes described. Accordingly, Bradford is a 
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public utility within the purview of section 203 of the Federal Power 
Act. 

By the proposed acquisition of facilities of Bradford the applicant 
will, directly or indirectly, merge or consolidate its facilities subject 
to the jurisdiction of this Commission with facilities of Bradford, 
wthin the meaning and subject to the requirements of section 203 of 
the Federal Power Act. 

Pennsylvania Public Utility Commission has taken jurisdiction 
of and made its findings upon a series of applications heretofore filed 
with that Commission by Penelec seeking approval of its contemplated 
acquisition of the franchises, utility assets and facilities of Keystone 
and Bradford. The program and plan adopted for the financing of the 
acquisitions under consideration were also submitted to the Pennsyl- 
vania Commission for approval and authorization. ‘The Pennsylvania 
Commission made its findings and entered its order under date of 
June 23, 1943, modified and amended August 3, 1943, approving the 
applications and authorizing the acquisition by Penelec of the assets 
and facilities of Keystone and Bradford, subject to qualifications 
therein recited, and approving the plan of financing for the consum- 
mation of the transaction. 

Penelec is not relieved from the requirements of section 203 (a) 
of the Federal Power Act by virtue of section 318 of said Act if it 
it is exempt from the requirements of section 9 (a) of the Public 
Utility Holding Company Act of 1935 by the provisions of section 
9 (b) of the last-named Act. Since the acquisition by Penelec of the 
franchises, utility assets‘and facilities of Keystone and Bradford has 
been expressly approved and authorized by the Pennsylvania Public 
Utility Commission, it follows that Penelec is exempt from the 
requirements of section 9 (a) of the Public Utility Holding Company 
Act of 1935 and hence is not exempted by section 318 of the Federal 
Power Act from section 203 of the last-named Act. 

The transactions here under consideration have their origin in 
separate offers made by Penelec to Keystone under date of May 21, 
1942, modified September 3, 1942, and to Bradford under date of 
September 3, 1942, each of which was formally accepted by the stock- 
holders thereof at special meetings convened for that purpose May 22, 
1942 and September 4, 1942, respectively. ‘The modified offer to Key- 
stone dated September 3, 1942 was duly accepted by its stockholders 
September 4, 1942. 

The consideration to be given to Penelec for the assets and facilities 
to be acquired from Keystone is represented by the issuance and 
delivery to Keystone of 20,898 shares of Penelec’s $20 par common 
stock and in addition Penelec will assume the payment of all debts and 
liabilities of Keystone, including its funded debt in accordance with its 
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terms and including the liability to be incurred by the call of all of the 
outstanding $2.80 Cumulative Preferred Stock of Keystone. The 
transaction is subject to the acquisition by Associated Electric Com- 
pany (hereinafter referred to as Aelec), parent. of Penelec, from 
NY PA NJ Utilities Company (hereinafter referred to as NY PA NJ) 
of all of the common stock of Keystone and 1,572 shares of the Cumu- 
lative Preferred Stock of Keystone and the donation toe Keystone of 
the said 1,572 shares. Upon completion of the transaction the 20,898 
shares of Penelec common to be issued to Keystone will be transferred 
to Aelec and Keystone will be dissolved. 

The consideration to be given by Penelec for the assets and facilities 
to be acquired from Bradford involves the assumption of all liabilities 
of Bradford including the promissory note payable to Equitable Life 
Assurance Society of the United States in the face amount of 
$500,000.00 due September 1, 1949, and bearing interest of 4% per 
annum, and the surrender for cancellation of all of the outstanding 
common stock of Bradford. Upon the consummation of the trans- 
action Bradford will be dissolved. Penelec is to surrender to NY PA 
NJ $1,731,500 principal amount of NY PA NJ 5% debentures and 
$28,500 principal amount of The Mohawk Valley Company 6% con- 
solidated refunding bonds and cash for the undistributed earnings of 
Bradford from May 1, 1942 to date of settlement for the common stock 
of Bradford. In detail Penelec will acquire from Aelec $875,500 
principal amount of NY PA NJ 5% debentures and $28,500 principal 
amount of The Mohawk Valley Company 6% consolidated refunding 
bonds by issuing therefor 38,562 shares of its $20 par common stock. 
This transaction is based upon the transfer of NY PA NJ debentures 
at 85 and the Mohawk bonds at 95. The balance of NY PA NJ 
debentures to make the aggregate of $1,731,500 principal amount will 
be acquired by Penelec in the assets taken over from Keystone. 

Upon the basis of balances as of May 31, 1943 it appears that Key- 
stone has net assets aggregating $516,474.40 for which Penelec will 
issue 20,898 shares of its $20 par common stock indicating an excess of 
net assets over consideration therefor of $98,514.40. 

Upon the basis of balances as of May 31, 1943 it appears that Brad- 
ford has net assets aggregating $1,783,650.61 which are to be acquired 
for the following: 


$1,731,500 principal amount of NY PA NJ 5% debentures 
$1,471, 775. 00 


Cash account of undistributed earnings for 13 months ending 
May 31, 1943 


making an aggregate of $1,519,976.00 indicating an excess of net assets 
over consideration therefor of $263,674.61. The excess of assets over 
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consideration for Keystone and Bradford combined as of May 31, 1943 
accordingly amounts to $362,189.01. 

The facilities of Keystone as well as those of Bradford are proposed 
to be consolidated with the facilities of Penelec upon consummation of 
the contemplated merger. 

The transmission facilities of Penelec are interconnected with the 
transmission facilities of Keystone at the Sage Run Substation of the 
latter, located approximately 6.37 miles southeast of Oil City, Pa. At 
this point the 110 kv transmission line of Penelec extending from 
Piney to Union City is tapped to supply electric energy to Keystone 
to supplement its generation. The area served by Keystone is within 
and almost completely surrounded by the area served by Penelec. 

The facilities of Bradford are interconnected with those of Penelec 
and carry electric energy at distribution voltage; however, there is no 
interconnection between the facilities of these two companies by any 
high voltage transmission lines. There appears to be no obstacle to 
prevent physical interconnection of the transmission lines of these two 
companies at some future date when conditions indicate such inter- 
connection to be expedient. 

Appropriate applications and amendments thereof have been duly 
filed with the Securities and Exchange Commission with respect to 
the sale and disposition by Keystone and Bradford of their individual 
facilities and properties to Penelec. 

Upon consideration of the record before us pertaining to the two 
acquisitions of separately owned appurtenances and, facilities by 
Penelec and their merger or consolidation with facilities of Penelec 
it is evident that the authorizations sought are in furtherance of a 
general plan of acquisition and refinancing of a group of separate 
corporate entities engaged in rendering electric service in western 
Pennsylvania. Our consideration of the applications and amendments 
thereof, heretofore filed, and other pertinent material of record, con- 
vinces us that the acquisitions and resultant mergers will be con- 
sistent with the public interest and further that there has been ade- 
quate compliance with the statutory provisions governing transac- 
tions of this character. The merger of facilities when consummated 
should result in certain economies due to the simplification of corpo- 
rate structures, elimination of items of corporate expenses and dupli- 
cation of records and reports. Service to consumers, present and 
future, should be enhanced since the capital to meet increasing needs 
and demands for service will be more readily available and physical 
interconnection of the facilities to be acquired with those of Penelec 


should be conducive to improved operating stability and continuity of 
service. 
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The application and amendments thereof heretofore filed by Penelee 
to acquire the franchises and all property, real, personal, and mixed 
of Keystone and to merge or consolidate its facilities with facilities of 
Keystone, pursuant to the contract between the parties dated May 21, 
1942, modified under date of September 3, 1942, should be approved. 

The application and amendments thereof heretofore filed by Penelec 
to acquire the franchises and all property, real, personal, and mixed 
of Bradford and to merge or consolidate its facilities with facilities 
of Bradford, pursuant to the contract between the parties dated 
September 3, 1942, should be approved. 

Appropriate orders will, accordingly, be entered. 


LzeLanp OLps. 
Criavuve L. Draper. 
Bastt Man ty. 


Order authorizing and approving acquisition of assets and merger 
of facilities 


Pennsylvania Electric Company 
(IT-5789) 


Upon consideration of the amended application in the above- 
entitled proceeding and the record thereon, the Commission, having 
adopted its findings and opinion in this matter which is hereby re- 
ferred to and made a part hereof by reference, orders that: 

(A) The proposed merger or consolidation by Pennsylvania Elec- 
tric Company of its facilities subject to the jurisdiction of this Com- 
mission with facilities of Keystone Public Service Company be and 
the same hereby is authorized and approved upon the terms and con- 
ditions set forth in the application and subject to the provisions of 
this order ; 

(B) The aforegoing authorization is without prejudice to the 
authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuations, estimates, or determina- 
tions of cost, or any other matter whatsoever which may come before 
this Commission or such other regulatory body, and nothing in this 
order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost of any valuation of property claimed 
or asserted ; 

(C) This authorization shall expire unless acted upon within sixty 
days after the date of this order; 

(D) The applicant shall report with reference to the subject mat- 
ter hereof as required by the Commission’s Rules of Practice and 





550 FEDERAL POWER COMMISSION 


Regulations, and shall file the appropriate accounting entries within 
six months from the date of consummation of the proposed merger 
as required by the provisions of the Uniform System of Accounts. 


Order authorizing and approving acquisition of assets and merger 
of facilities 


Pennsylvania Electric Company 
(IT-5804) 


Upon consideration of the amended application in the above- 
entitled proceeding and the record thereon, the Commission, having 
adopted its findings and opinion in this matter which is hereby re- 
ferred to and made a part hereof by reference, orders that: 

(A) The proposed merger or consolidation by Pennsylvania Elec- 
tric Company of its facilities subject to the jurisdiction of this Com- 
mission with facilities of Bradford Electric Company be and the 
same hereby is authorized and approved upon the terms and con- 
ditions set forth in the application and subject to the provisions of 
this order; 

(B) The foregoing authorization is without prejudice to the 
authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuations, estimates or determina- 
tions of cost, or any other matter whatsoever which may come before 
this Commission or such other regulatory body, and nothing in this 
order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) This authorization shall expire unless acted upon within sixty 
days after the date of this order; 

(D) The applicant shall report with reference to the subject mat- 
ter hereof as required by the Commission’s Rules of Practice and 
Regulations, and shall file the appropriate accounting entries within 
six months from the date of consummation of the proposed merger 
as required by the provisions of the Uniform System of Accounts. 





IN THE MATTER OF 


UNITED GAS PIPE LINE COMPANY 
Application for Certificate of Public Convenience and Necessity 
G-478 
(Decided August 19, 1943) 

Syllabus 


1, Certificate of public convenience and necessity issued to applicant, a 
natural-gas company within the meaning of the Natural Gas Act, auth- 
orizing it to acquire and operate a gas transmission pipe line for the 
transportation and Sale for resale of natural gas in interstate commerce 
from an unaffiliated distributing company and to construct and operate 
a pipe line to connect line to be acquired with its existing interstate 
transmission line, on findings that (a) applicant anticipates an in- 
creased demand from industries at Mobile where it was unable to meet 
the 1942-1943 peak day demand because of insufficient delivery capacity 
and the proposed interconnection will result in a minimum increase of 
1,250 M. c. f. per day in the deliverability of gas to Mobile; (b) all ne- 
gotiations were at arm’s length; (c) the interconnection will result in 
increased deliveries at a saving to the selling company; (d) applicant’s 
current cash funds appear ample for the expenditures and the purenase 
price reasonable; (e) the proposed acquisition, interconnection and op- 
eration will not interfere with the present and continued sale and dis- 
tribution business of the selling company; (f) War Production Board 
has granted a preference rating order and authority to purchase the 
matérials needed; (g) the Securities & Exchange Commission has ap- 
proved the purchase; and (h) it is in the public interest to allow appli- 
cant to acquire and operate the line purchased and to interconnect the 
same with the Hattiesburg lateral leading to the Jackson-Mobile line 
by the construction and operation of the looping line. 


C. Huffman Lewis for United Gas Pipe Line Company. 
Edward H. Lange and Stanley M. Morley for the Commission. 
By THE Commission : 


Option AND FINpINas 


This proceeding was begun by the filing of an application by United 
Gas Pipe Line Company ' for authority under section 7 of the Natural 
Gas Act, as amended, to acquire from Willmut Gas & Oil Company 
and operate a gas transmission pipe line for the transportation and 


1 Hereinafter sometimes mentioned as “applicant.” 
2 Hereinafter sometimes mentioned as “Willmut.” 
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sale for resale of natural gas in interstate commerce, and also to con- 
struct and operate about 4.4 miles of 85% inch pipe line to connect the 
southern terminus of the transmission line to be acquired with the ap- 
plicant’s existing Jackson-Mobile interstate transmission line. The 
transmission line to be acquired parallels throughout its length appli- 
cant’s Jackson-Mobile line. 

The Commission entered an order on June 25, 1943, setting this 
matter for public hearing on July 8, 1943. Said order also provided 
for the participation of interested State commissions in the hearing, 
under section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. ; 

Pursuant to the provisions of said order and after due and timely 
notice of the filing of the application and of the order for hearing 
thereon was served upon, among others, the regulatory commissions of 
the states of Florida, Alabama, Mississippi, Louisiana and Texas, the 
City of Hattiesburg, Mississippi, and Willmut Gas & Oil Company, 
a public hearing was had on July 8 and 9, 1943. No representative of 
any of those public officials appeared at the hearing nor has a protest 
or request for opportunity to be heard been received by the 
Commission. 

The Willmut Company presently owns and operates an 85¢-inch 
pipe line approximately 84 miles long extending from a point in 
Jackson gas field in Rankin County, Mississippi, to the south bank of 
the Bowie River, near Hattiesburg in Forrest County, Mississippi. 

Willmut also owns and operates a number of local gas distribution 
systems which are interconnected with its transmission line, whereby 
it presently serves natural: gas to approximately 5,400 ultimate con- 
sumers in cities and towns in Mississippi, among others, Hattiesburg, 
Mississippi, which has a present population of upwards of 45,000 
people. 

For a number of years prior to January, 1940, the source of supply 
of natural gas for the Willmut transmission line and distribution 
systems was from a gas field located in the vicinity of Jackson, Missis- 
sippi. That source of supply began to fail during the year 1940 and 
thereafter became so depleted that since 1941 Willmut has had to 
depend upon other sources of supply and the only available supply was 
and is from the applicant’s transmission lines. The applicant pres- 
ently supplies Willmut with substantially all of its natural gas re- 
quirements, making deliveries thereof into said 84-mile transmission 
line at its northern end, in the vicinity of Jackson, Mississippi, and 
also at a point in Covington County, Mississippi, where one of appli- 
cant’s lateral transmission lines intersects the Willmut transmission 
line. 
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The applicant is a Delaware corporation, with its principal office 
in Shreveport, Louisiana, and is authorized to do business in the 
states of Alabama, Mississippi, Louisiana and Texas. It owns and 
operates an integrated natural gas transmission pipe line system in 
the states of Florida, Alabama, Mississippi, Louisiana and Texas, It 
transports natural gas in interstate commerce and sells such gas in 
interstate commerce at various delivery points, and at wholesale gates 
on its system for resale for ultimate public consumption for domestic 
commercial, industrial, and other uses. 

Among the areas served by the applicant’s system is the city of 
Mobile, Alabama and its environs. The: natural gas which is con- 
sumed in the city of Mobile and its environs comes from two sources: 
(a) natural gas fields in northwestern Louisiana and also in the vicinity 
of Jackson, Mississippi; (b) gas fields in southeastern Louisiana. The 
larger portion of the gas which applicant sells and delivers to Mobile 
and its environs comes from the fields in northwestern Louisiana and 
is transported through applicant’s Monroe-Jackson and Jackson-Mo- 
bile transmission lines across the states of Louisiana and Mississippi 
and into the State of Alabama. 

The gas fields in northwestern Louisiana which constitute the appli- 
cant’s source of supply for both the Monroe-Jackson and Jackson- 
Mobile lines have estimated gas reserves of approximately 651,654,000 
M. c. f. as of January 1, 1943. 

Applicant anticipates an increased demand for natural gas by 
industries located in Mobile, Alabama, and its environs during the 
year 1943-1944 that will be beyond the present pipe line capacity to 
meet on peak days. Applicant was unable to meet the 1942-1943 
peak day demand at Mobile because of an insufficient delivery capacity 
at Mobile. 

After acquiring the Willmut line the applicant proposes to rearrange 
the present interconnection between the northern terminus of the 
Willmut line and the applicant’s transmission lines, and also to con- 
struct about 4.4 miles of pipe line to connect the southern terminus 
of the Willmut line with applicant’s Hattiesburg tap line which leads 
into the Jackson-Mobile line. 

The proposed transaction between the parties provides that the 
Willmut Company will retain its local distribution systems now sup- 
plied by its transmission line, as well as all tap lines from the down- 
stream side of the valves located near the main line. The Willmut 
line is to be transferred free of all liens, except current taxes. The 
consideration which the applicant proposes to pay Willmut is the 
sum of $350,000, payable $100,000 in cash at the time of the delivery of 
a deed, and the remaining $250,000 to be paid as follows: $100,000 on 
January 15, 1944, and $50,000 on January 15, 1945, January 15, 1946, 
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and January 15, 1947, respectively. Such installments are to be with- 
out interest except from maturity, and then at 6% per annum. It 
does not appear that applicant and Willmut are affiliated through 
common directors, officers or stock ownership, nor that the negotia- 
tions for the sale of the property were not conducted on an arm’s- 
length basis. : 

Contemporaneously with the acquisition of the Willmut line the 
applicant and Willmut propose to enter into a gas purchase and sale 
contract under the terms of which the applicant will sell to Willmut 
for resale substantially all of the latter’s natural gas requirements, 
and make deliveries thereof at the city gate of the several towns and 
cities in Mississippi where Willmut presently owns and operates local 
distribution facilities. 

The interconnection at both ends of the Willmut line with the 
Jackson-Mobile line will not only enable the applicant to operate 
the same as a partial looping of the Jackson-Mobile line, but will also 
permit the applicant to make future city gate deliveries of natural gas 
at a saving to Willmut. Such interconnection, moreover, will result 
in a minimum increase of 1,250 M. c. f. per day in the deliverability 
of gas at Mobile. : 

The cost of the proposed rearrangement of the northern intercon- 
nection of the Willmut line with the Jackson-Mobile line is esti- 
mated to be $35,078. The cost of constructing the tie-over connection 
at the southern end of the Willmut line is estimated to be $60,725. 
The applicant proposes to make these expenditures from current 
cash funds which appear ample for the purpose. The purchase price 
of the Willmut line appears to be reasonable. 

The consummation of the proposed acquisition and the intercon- 
nection and operation of the Willmut line with the applicant’s Jack- 
son-Mobile line will not interfere with the present and continued sale 
and distribution of natural gas by Willmut to its ultimate consumers. 

Pursuant to an application filed by United with the War Produc- 
tion Board, that agency has issued to the applicant a preference rating 
order granting permission to purchase the materials needed for the 
construction of the tie-over connection between the southern end of the 
Willmut line and the Hattiesburg lateral leading to the Jackson- 
Mobile line, as well as authority to purchase such necessary material 
to effect the rearrangement of the present northern connection be- 
tween the two lines. 

On August 10, 1943, the Securities & Exchange Commission issued 
its order approving the purchase by the applicant of the Willmut 
tratismission line.* 


* Holding Company Act Release No. 4476. 
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From the foregoing facts, it appears that the applicant is a natural- 
gas company within the meaning of the Natural Gas Act and that the 
Commission has jurisdiction over the applicant and of the subject 
matter of its application for authority to acquire and operate the Will- 
mut transmission line and to construct and operate 4.4 miles of pipe 
line to connect the Willmut transmission line at its southern terminus 
with the applicant’s existing Jackson-Mobile transmission line. 

We conclude that it is in the public interest to allow the applicant 
to acquire and operate the Willmut transmission line and to inter- 
connect the same with the Hattiesburg lateral leading to the Jack- 
son-Mobile line by the construction and operation of 4.4 miles of pipe 
line at the southern terminus of the Willmut line. 

An order will be entered in accordance with this opinion. 


Lzxtanp OLps. 
Criaupe L. Draper. 
Bast, Many. 


Order issuing certificate of public convenience and necessity 
United Gas Pipe Line Company 
' (G-478) 


Upon consideration of the application in the above-entitled pro- 
ceeding and the record thereon, the Commission, having on this date 
made and entered its opinion in this matter, which is hereby made a 
part hereof by reference thereto; 

The Commission finds that: 

(1) Applicant owns and operates an integrated natural gas pipe 
line system in the states of Texas, Louisiana, Mississippi, Alabama, 
and Florida and engages in the transportation of natural gas in inter- 
state commerce and in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption for domestic, commercial, 
industrial, and other uses, and is a natural-gas company within the 
meaning of the Natural Gas Act; 

(2) Applicant is able and willing to do the acts and perform the 
services proposed, and to conform to the provisions of the Act and 
the regulations of the Commission; 

(3) The proposed acquisition and operation of the facilities, sub- 
ject to the jurisdiction of the Commission, and the construction, op- 
eration, and services proposed by the applicant, is or will be required 
by the present or future public convenience and necessity and a cer- 
tificate therefor should be granted; and 
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The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is 
hereby issued to United Gas Pipe Line Company authorizing it 

(i) to acquire and operate the transmission facilities described in ° 
its application for the transportation and sale for resale of natural 
gas subject to the jurisdiction of this Commission; and 

(ii) to construct and operate about 4.4 miles of 85% inch pipe line 
to connect the southern terminus of the transmission facilities to be ac- 
quired with the applicant’s existing Jackson-Mobile interstate trans- 
mission line; 

(B) This certificate is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, serv- 
ice, accounts, valuations, estimates, or determinations of costs, or any 
other matter whatsoever which may come before this Commission or 
before such other regulatory body, and nothing in this certificate shall 
be construed as an acquiescence by this Commission in any estimate or 
determination of cost or any valuation of property claimed or 
asserted ; 

(C) Nothing herein is to be construed as affecting in any manner 
the determination of applicant’s service area under section 7 (f) of the 
Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues 
the operations hereby authorized in accordance with the provisions 
of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant ; 

(F) Within ten days from the consummation of the proposed ac- 
quisition of facilities, the applicant shall report to the Commission, 
under oath, the fact of such consummation and the terms and conditions 
thereof, and within six months from the same date shall file proposed 
journal entries as required by the provisions of the Commission’s 
Uniform System of Accounts for Natural Gas Companies; 

(G) Within fifteen days after the completion of the proposed in- 
terconnection between the transmission facilities acquired, and the 
applicant’s Jackson-Mobile interstate transmission line, the applicant 


shall file a sworn statement advising the Commission as to said com- 
pletion. 





IN THE MATTER OF 
PENNSYLVANIA ELECTRIC COMPANY 
Application for Approval of Acquisition and Merger of Electric Facilities 
IT-5828 
(Decided August 20, 1943) 
Syllabus 


1. Proposed acquisition of utility assets.and facilities of an unaffiliated 
utility company by applicant, Penelec, a “public utility” under the Fed- 
eral Power Act, held to result in a merger or consolidation of its fa- 
cilities, subject to the jurisdiction of the Commission, with those of the 
selling company, within the meaning and subject to the requirements of 
Section 203 of the Power Act. P. 558. 

2. As the Pennsylvania Public Utility Commission had approved the ac- 
quisition, applicant is exempt from the requirements of Section 9 (a) 
of the Public Utility Holding Company Act of 1935 and hence not ex- 
empt by Section 318 of the Federal Power Act from Section 208 of the 
last-named Act. P. 558. 

3. Proposed merger found to eliminate uneconomic duplication of facilities 
for the service of consumers. P. 558. 

4. Applicant’s willingness to create out of capital surplus a special reserve 
in the amount of the excess of the consideration to be paid over the net 
assets acquired per books, and to charge immediately against such re- 
serve the difference between the consideration and the net original cost 
of the assets to be acquired as determined by the vendor, retaining the 
balance in the reserve intact pending final determination of the original 
cost of the acquired plant, removes any objection the Commission might 
otherwise have had with respect to the accounting for the transaction. 
P. 559. 

5. The proposed merger, if carried out in the manner set out above, found 
consistent with the public interest, and on that basis application granted. 
P. 560. 


By THE CoMMISSION : 


Frxpines AND OPINION 


This matter comes before us upon the application, as amended, of 
Pennsylvania Electric Company (hereinafter referred to as Penelec), 
for an order, pursuant to section 203 of the Federal Power Act, au- 
thorizing it to acquire the franchises, utility assets and facilities of 
the Erie County Electric Company (hereinafter referred to as Erie 
County). 


557 
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Penelec is organized and doing business under and by virtue of the 
laws of the Commonwealth of Pennsylvania and is also registered 
and authorized to do business in the State of Maryland. It owns 
and operates facilities, among others, for the transmission and sale at 
wholesale of electric energy which is transmitted between Pennsyl- 
vania and Maryland and also between Pennsylvania and the State of 
New York and consumed by persons other than the transmitter thereof 
at points outside of the state in which it is generated. Such facilities 
constitute facilities for the transmission of electric energy in inter- 
state commerce. Accordingly, Penelec is a public utility within the 
meaning of that term as used in section 203 of the Federal Power Act. 

Erie County is organized and doing business under and by virtue 
of the laws of the Commonwealth of Pennsylvania. It owns and 
operates facilities, among others, for the generation, transmission and 
distribution of electric energy. By the proposed acquisition of utility 
assets and facilities of Erie County, Penelee will, directly or indi- 
rectly, merge or consolidate its facilities, subject to the jurisdiction 
of this Commission, with the facilities of Erie County, within the 
meaning and subject to the requirements of section 203 of the Fed- 
eral Power Act. 

The facilities of Penelec are interconnected with those of Erie 
County. In addition to a generating station Erie County owns and 
operates 35.6 miles of overhead and 6.5 miles of underground so-called 
transmission lines, each of 13.2 kv, one so-called transmission sub- 
station and 15 so-called distribution substations besides 517.1 miles 
of overhead and 36.34 miles of underground so-called distribution 
lines and other appurtenances and property in rendering service to 
the area served by it which to a large extent ‘is also served by Penelec. 

The Pennsylvania Public Utility Commission has approved the 
acquisition by Penelec of all of the property of Erie County upon 
conditions which accord with sound accounting practice and which 
we adopt in the disposition of this application. 

Penelec is exempt from the requirements of section 9 (a) of the 
Public Utility Holding Company Act of 1935 and hence is not 
exempted by section 318 of the Federal Power Act from section 203 
of the last-named Act, 

Penelec and Erie County are not now affiliated. Penelec is a sub- 
sidiary in the holding company system of the Associated Gas and 
Electric Corporation, and Erie County is a subsidiary in the United 
Gas Improvement Company system. The proposed merger will re- 
sult in the elimination of uneconomic duplication of facilities for the 
service of consumers in the City of Erie, Pennsylvania. 

This application is for approval under section 203 of the Federal 
Power Act of the acquisition by Penelec of all of the utility assets 
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and facilities of Erie County. Penelee proposes to acquire from The 
United Gas Improvement Company, the parent of Erie County, all 
of the stock of Erie County at a total cost to Penelec of $6,921,500, 
as of January 1, 1948, with a further contingent cost to Penelec of a 
sum not in excess of $215,559. Following the acquisition of the stock 
of Erie County, Penelec proposes to acquire all of the assets and 
franchises of Erie County in consideration of the surrender of such 
stock by Penelec for cancellation and the assumption by Penelec of 
the obligations of Erie County. 

Of the said sum of $6,921,500, $6,071,500 will be paid by Penelec 
to The United Gas Improvement Company in cash and the balance 
of $850,000 will be paid by Penelec to General Gas & Electric Corpora- 
tion and Virginia Public Service Company in consideration of the 
delivery by those companies of all of the outstanding shares of com- 
mon stock of Eastern Shore Public Service Company held by them 
to The United Gas Improvement Company; of said sum of $850,000, 
$566,667 will be paid to General Gas & Electric Corporation and 
$283,333 will be paid to Virginia Public Service Company. 

The consideration to be paid by Penelec for the equity of Erie 
County, $6,921,500 with adjustments to February 28, 1943, amounts 
to $6,895,484.03. Including the contingent cost to Penelec of $215,- 
559, the maximum consideration amounts to $7,111,043.03. 

The net assets to be acquired per books, as of the above date, were 
$4,055,939.72. The excess of consideration over net assets acquired 
per books amounts to $3,055,103.31 or approximately 50% of total 
utility plant as per books. However, the accounts of Erie County 
contain a credit in utility plant adjustments in the amount of $705,- 
103.50. Consequently, the excess of consideration over assets on a 
claimed net original cost basis amounts to $2,349,999.81, as of Febru- 
ary 28, 1943. 

The Pennsylvania Public Utility Commission, as a condition of 
its approval of the merger, directed Penelec to charge off immediately 
the excess to be paid by Penelec, over the claimed net original cost 
of the assets acquired, against a special reserve which Penelec agreed 
to create out of capital surplus, this reserve to be in an amount equal 
to the excess of such consideration over the net assets acquired per 
books. This is in accord with sound accounting, 

Penelec has advised this Commission of its willingness to create out 
of capital surplus such a special reserve in the amount of $3,055,103.31 
(the excess of the consideration to be paid over the net assets acquired 
per books), and to charge immediately against such reserve $2,349,- 
999.81, the difference between the consideration and the net original 
cost of the assets as determined by Erie County. The balance in the 
reserve, $705,103.50, will be retained intact pending final determina- 
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tion of the original cost of Erie County’s plant. This proposal re- 
moves any objection which we might otherwise have had with respect 
to the accounting for the transaction. The foregoing amounts are 
subject to adjustment due to changes in the current position of the 
company between February 28, 1943 and date of settlement. 
Accordingly, we find that the proposed merger, if carried out in 
the manner above set forth, will be consistent with the public interest 
and we will grant the application upon that basis. 
Our order will be entered accordingly. 
Lxe.anp Ops. 
Ciaupe L. Draper. 
Bast. Manty. 


Order authorizing and approving acquisition of assets and merger 
of facilities 


Pennsylvania Electric Company 


(IT-5828) 


Upon consideration of the amended application in the above-en- 
titled proceeding and the record thereon, the Commission, having 
adopted its findings and opinion in this matter which is hereby referred 


to and made a part hereof by reference, orders that: 

(A) The proposed merger or consolidation by Pennsylvania Elec- 
tric Company of its facilities subject to the jurisdiction of this Com- 
mission with facilities of Erie County Electric Company be and the 
same hereby is authorized and approved upon the terms and condi- 
tions set forth in the application and the provisions of this order; 

(B) Penelec shall create out of capital surplus a special reserve in 
an amount equal to the excess of purchase price over net book value 
of assets ($3,055,103.31 as of February 28, 1943) ; 

(C) Immediately upon consummation of the transaction, Penelec 
shall charge to such special reserve the excess of purchase price over 
the net original cost of the assets to be acquired ($2,349,999.81 as of 
February 28, 1943) ; 

(D) The balance in said reserve shall be retained pending final 
determination of original cost of Erie County’s utility plant, and 
further order of this Commission ; 

(E) The foregoing authorization is without prejudice to the 
authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuations, estimates or determina- 
tions of cost, or any other matter whatsoever which may come before 
this Commission or such other regulatory body, and nothing in this 
order shall be construed as an acquiescence by this Commission in any 
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estimate or determination of cost or any valuation of property claimed 
or asserted ; 


(F) This authorizatjon shall expire unless acted upon within sixty 
days after the date of this order ; 

(G) The applicant shall report with reference to the subject matter 
hereof as required by the Commission’s Rules of Practice and Regula- 
tions, and shall file the appropriate accounting entries within six 
months from the date of consummation of the proposed merger as 
required by the provisions of the Uniform System of Accounts. 





IN THE MATTER OF ° 
UNITED GAS PIPE LINE COMPANY 


Application under Section 7 (b) of the Natural Gas Act for Abandonment 
of Facilities 


G-445 
(Decided August 24, 1943) 
Syllabus 


1. Application for approval of abandonment, salvage, removal or sale in 
place of natural gas facilities, previously denied in In the Matter of 
United Gas Pipe Line Company, supra, p. 3, granted upon showing that 
objections of distributing company, and other parties previously opposed, 
have been withdrawn, service actually discontinued, and, except as to 
part agreed to be sold in place to distributing company, facilities are 
no longer used or useful in their present location for the transporta- 
tion or sale of natural gas in interstate commerce. P. 563. 


C. Huffman Lewis for the United Gas Pipe Line Company. 
Edward H. Lange and Stanley M. Morley for the Commission. 


By THe Commission : 
OPINION AND FINDINGS 


In February, 1943, the United Gas Pipe Line Company filed an appli- 
cation seeking authority pursuant to section 7 (b) of the Natural Gas 
Act to salvage and remove or sell in place certain natural gas pipe 
line facilities located in and near Port Arthur, Nederland and Port 
Neches, Texas. These facilities are a part of the applicant’s integrated 
interstate system, and were used by the applicant from early February, 
1928, to February 21, 1942, for the sale and delivery of natural gas 
to Peoples Gas Company for resale in the above-named municipalities 
in accordance with the applicant’s rate schedule FPC No. 4, as 
supplemented. 

The applicant owns and operates an integrated natural gas pipe line 
system in the states of Texas, Louisiana, Mississippi, Alabama and 
Florida. It is engaged in the business of transporting natural gas 
in interstate commerce and in selling natural gas in interstate com- 
merce for resale for ultimate public consumption for domestic, com- 
mercial, industrial, and other uses. 

In September, 1941, United filed a similar application under the 
above section of the statute for authority to remove and relocate the 
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same facilities involved in the instant proceeding. The former pro- 
ceeding was docketed as No. G-216 and after appropriate notice to in- 
terested parties a public hearing was held in which the Railroad Com- 
mission of Texas, Peoples Gas Company and the City of Port Arthur 
participated and objected to the removal of such facilities. After 
considering the evidence adduced in that proceeding, we adopted an 
opinion’ and entered an order denying permission to remove or 
abandon such facilities. 

Notice of the filing of the instant application together with a copy 
of the Commission’s order fixing the date of hearing thereon was 
duly served upon, among others, the Railfoad Commission of Texas, 
the City of Port Arthur, the Towns of Nederland and Port Neches, 
and upon Peoples Gas Company. A public hearing on the instant 
application was held in Washington on July 8, 1943. No representa- 
tive appeared at the hearing herein on behalf of any of the foregoing 
named municipalities, Peoples Gas Company or the Railroad Commis- 
sion of Texas, 

It now appears from the evidence adduced in support of the pending 
application that the Peoples Gas Company notified the applicant that it 
desired to terminate its contract with applicant as of February 21, 
1942. Since that date the applicant has not sold any gas to Peoples 
Gas Company and has used none of the facilities formerly used for 
such service. 

It further appears that the Peoples Company notified this Com- 
mission in writing that effective February 21, 1942, it would com- 
mence purchasing natural gas for all of its requirements for sale 
and distribution in the three named municipalities from a source other 
than the applicant. Such notice further stated that the Peoples 
Company withdrew all objection to the abandonment of service and 
the removal of the facilities theretofore used by the applicant in 
rendering city gate service to the Peoples Company, excepting only a 
portion of such facilities that are located within the city limits of 
Port Arthur and for which the Peoples Company asserted that it had 
a contract right to buy from the applicant. 

Since the discontinuance of service by the applicant to the Peoples 
Company, the parties have mutually agreed that certain specified 
natural gas facilities located within the city limits of Port Arthur 
and which have been used by the Peoples Company since February 
21, 1942, as a part of its local distribution system, shall be sold in place 
to the Peoples Gas Company for the sum of $11,000. 

In June, 1943 the Peoples Company also served a written notice 
upon the Railroad Commission of Texas in which it confirmed its 
prior notice to this Commission of its withdrawal of all objections to 


1In the Matter of United Gas Pipe Line Co., supra, p. 3. 
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the abandonment of service and the removal of facilities, excepting 
those facilities for which it claimed a right to purchase. 

Prior to the public hearing in this proceeding, this Commission 
received a written communication from the Railroad Commission of 
Texas in which that agency stated that it had no further objection to 
the abandonment and the removal by the applicant of the facilities 
here involved, 

Neither the depletion of the applicant’s natural gas reserve nor its 
ability to continue adequate service to the Peoples Company is in- 
volved here. The service that was rendered for many years has been 
discontinued by the voluntary act of the Peoples Company. With 
the exception of the facilities which are to be sold by the applicant to 
the Peoples Company, none of the facilities sought to be removed have 
been used since February 21, 1942. It would appear, therefore, that 
they are no longer used or useful in their present location for the 
transportation or sale of natural gas in interstate commerce, We 
find, therefore, upon the record that no valid reason exists for their 
retention in place and conclude that authority to remove them should 
be granted. 

An order will be entered in accordance with this opinion. 


Leianp Oxps. 
Cravupe L. Draper. 
Basti Manty. 

Joun W. Scort. 


Order authorizing abandonment of certain facilities 
United Gas Pipe Line Company 
(G-445) 


Upon consideration of the application in the above-entitled pro- 
ceeding and the record thereon, the Commission, having on this date 
made and entered its opinion in this matter, which is hereby made a 
part hereof by reference thereto; 

The Commission finds that : 

(1) The applicant is a natural-gas company within the meaning 
of the Natural Gas Act, and the facilities proposed to be abandoned, 
salvaged and removed or sold in place are subject to the jurisdiction 
of the Commission ; 

(2) The present or future public convenience or necessity’ permit 
the abandonment of the facilities heretofore used by the applicant in 
serving Peoples Gas Company and their salvage and removal, ex- 
cepting only such part thereof as the parties have mutually agreed 
shall be sold in place to Peoples Gas Company ; 
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The Commission orders that: 

(A) The applicant, United Gas Pipe Line Company, be and it is 
hereby authorized to salvage and remove or sell in place all those 
certain natural gas pipe line facilities located in and near Port Arthur, 
Nederland and Port Neches, Texas, owned by the applicant and 
formerly used to sell and deliver natural gas to Peoples Gas Company 
for resale and distribution by Peoples Gas Company in Port Arthur, 
Nederland and Port Neches, Texas, excepting, however, that part of 
such facilities located within the city limits of Port Arthur which 
has been agreed to be sold in place to Peoples Gas Company; 

(B) Within fifteen days after the removal, salvage or sale in place 
of the above-described facilities, the applicant shall file a sworn state- 
ment advising the Commission of such removal, salvage or sale. 





IN THE MATTER OF 
MEMPHIS NATURAL GAS COMPANY 


Memorandum Opinion re Reduction of Interstate Natural Gas Rates 
Following Negotiation and Conferences 


(September 21, 1948) 
Syllabus 


. Memorandum opinion issued to make public record of basis upon which a 
reduction in rates was made and the manner in which it was achieved. 
P. 567. 

. Natural-gas company agreed to a cost or investment rate base and Com- 
mission accepted the book cost, in the absence of an audit of original 
cost of the company’s properties. P. 568. 

. In conformance with the practice generally applied by the Commission, 
working capital computed by adding one-eighth of the 1942 operating 
expenses, exclusive of the cost of gas purchased, to the cost of mate- 
rials and supplies on hand December 31, 1941. P. 569. 

. A61%% rate of return was found to be reasonable and was accepted by the 
company. P. 569. 

. Natural-gas company accepted principle that tax-saving arising by reason 
of a rate reduction should be passed along as part of that reduction. 
P. 571. 

. Just as money impounded during a court proceeding to test the validity 
of a regulatory Commission’s order, and representing the difference 
between prior existing rates and the reduced rates established, be- 
longs to ultimate consumers, so also the savings here resulting from 
reduced rates belong to ultimate consumers. P. 573. 

. Savings to purchasers of natural gas for resale, resulting from a reduc- 
tion in rates, should be distributed equitably by such purchasers to their 
ultimate consumers. P, 573. 


By THe Commission : 
Memoranpum Oprnion 


Following conferences between representatives of the Commission 
and of the Memphis Natural Gas Company, at some of which repre- 
sentatives of the latter’s customers were present, the company filed 
with the Commission on August 9, 1943, supplements to its rate sched- 
ules then on file. Such supplements will effect a saving of $352,900 to 
purchasers of natural gas for resale. The Commission has accepted 
these supplements for filing and, by order entered August 31, 1943, 
made them applicable to all deliveries on or after July 26, 1943. 


2 Hereinafter sometimes referred to as the “company.” 
566 
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The basis upon which this reduction in rates was made and the 
manner in which it was achieved are matters of public interest. This 
memorandum opinion is issued for the purpose of making these 
matters a public record. 


HISTORY OF NEGOTIATIONS 


The negotiations leading to the filing of the reduced rates followed 
Commission dismissal of the complaint of Arkansas Department of 
Public Utilities (docket No. G-262). This complaint was dismissed 
upon petition by that Department, following the filing of a $5,000 
annual reduction in rates to the Arkansas Power & Light Company by 
the company. Representatives of the Commission and of the company 
at that time agreed that in the near future, particularly if the company 
received any savings in the cost of gas purchased through Commis- 
sion action, the company would voluntarily enter into conferences 
with the Commission staff reviewing its entire situation with respect 
to earnings and rates. 

The United Gas Pipe Line Company made a reduction effective 
April 1, 1943, in the cost of the gas sold to the company, as a part of 
its settlement in an investigation of its rates (docket No. G-148). In 
its opinion in that docket, Jn the Matter of United Gas Pipe Line Co., 
supra, p. 402, the Commission called to the attention of companies re- 
ceiving reductions in the cost of gas, the obligation to “pass on” this 
reduction to their customers. 

To accomplish this, conferences between company representatives 
and Commission staff members were held at intervals during 1943. 
Studies made and data submitted by the company during these ne- 
gotiations relating to 1942 operations, revenues and expenses indi- 
cate that in addition to the saving produced by the lowered price of 
gas purchased from United Gas Pipe Line Company amounting to 
$140,174, there were excess earnings of $101,649 over a 614% return 
on a rate base derived from book cost. A reduction in rates calculated 
to eliminate excess earnings of $101,649 will amount to $169,415 since 
the savings in Federal income taxes at current tax rate levels of 40% 
will amount to $67,766. 

In addition to the indicated reduction composed of these items, the 
discussions and analyses showed that the Southwest Gas Producing 
Company, Inc,, an affiliate supplying a part of the company’s require- 
ments from the Monroe field, also earned a return in excess of 614% 
in 1942. When this fact was brought to the attention of that com- 
pany, it voluntarily made a reduction in the price of its gas amount- 
ing to $52,812, annually, based on 1942 deliveries. 

All these factors combine to indicate that a reduction of $362,400 
could be made without reducing the return below 614% on the rate 
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base. Asa result of these studies and discussions, and based upon the 
foregoing considerations, the company agreed to and later filed sup- 
plements to its rate schedules making a reduction of at least $352,902, 


JURISDICTION 


Memphis Natural Gas Company owns and operates a natural gas 
pipe line system of approximately 305 miles, extending from the Mon- 
roe gas field in northeastern Louisiana and thence through southeast- 
ern Arkansas, northwestern Mississippi, and into and through a 
portion of western Tennessee. It purchases natural gas in the Monroe 
field from the Southwest Gas Producing Company, Inc., an affiliated 
producer, and from the United Gas Pipe Line Company. It trans- 
ports this gas through its interstate pipe line system and delivers gas 
for resale to the Louisiana Power and Light Company in Louisiana, 
to the Mississippi Power and Light Company in Mississippi, to the 
Memphis Light, Gas and Water Division of the City of Memphis in 
Shelby County, Tennessee, and to the West Tennessee Gas Company 
in other counties in western Tennessee. It also transports and de- 
livers gas directly to the Memphis Generating Company which 
consumes the gas in the process of the generation of electricity. All 
of these deliveries and sales, with the exception of the one to the Louis- 
iana Power and Light Company and the one to the Memphis Gener- 
ating Company, represent the transportation and sale of natural gas 
in interstate commerce for resale within the meaning of the Natural 
Gas Act. The company is, therefore, a natural-gas company as de- 
fined by the Act. 


RATE BASE 


Book cost of plant.—The basis accepted by both the company and 
the Commission for the determination of the rate base for these 
informal proceedings was the book cost of the company’s property, 
as of December 31, 1942. No audit was made by the Commission 
staff of the company’s books. The company had contended early in 
the negotiations that the book cost did not fairly reflect the value of 
its property, since it had been constructed during a period of low 
prices. However, for the purpose of setting these rates the company 
has agreed to a cost or investment rate base and the Commission has 
accepted the book cost, in the absence of an audit of original cost of 
the company’s properties. The amount shown on the company’s 
books as total cost of utility plant at December 31, 1942, was 
$10,795,763. 

Accrued depreciation—The company has used, principally, a 25- 
year life in determining its annual depreciation allowances and 
accrued depreciation. During the negotiations, the company repre- 
sentatives suggested that such a life was somewhat shorter than those 
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used by the Commission in other proceedings involving companies 
obtaining gas from the Monroe field. It suggested that a 31-year 
life for transmission property would be consistent with the life used 
in other proceedings. 

Instead of the annual depreciation charges and the accrued depre- 
ciation shown on the company’s books, the amounts used in the 
determination of the new rates were based upon a 31-year life. On 
this basis the accrued depreciation as of December 31, 1942, was 
determined to be $3,776,673. 

Construction work in progress—The allowance for construction 
work in progress is based upon the latest available data and includes 
additions for which material allotments have been granted by the 
War Production Board and orders placed. In brief, the work is: 

Additions to Guthrie compressor station 

Additions to Lula compressor station 

Additions to Wilmot compressor station 

Relocation of Greenwood meter station 

Additions to dwelling houses at Brooks Avenue meter 
station 

Vehicles and drag line 


Allowances originally requested by the company for other work 
contemplated, but for which material has not yet been allocated, are 
not included. 

Working capital—Working capital is computed by adding to the 
cost of materials and supplies on hand at December 31, 1942, the 
amount of $111,500, one-eighth of the 1942 operating expenses, ex- 
clusive of the cost of gas purchased amounting to $64,012. The 
determination of working capital in this manner conforms with the 
practice generally applied by the Commission. 

Rate base—Summary.—mThe rate nas for this proceeding was 
determined as follows: 


Book cost of plant December 31, 1942 $10, 795, 763 
Reserve for depreciation December 31, 1942. 


Depreciated plant December 31, 1942. 
Construction work in progress 
Working capital 175, 512 


For the purpose of determining the cost of service and the proper 
rates to be charged for gas, a 644% rate of return on the above rate 
base is found to be reasonable and is accepted by the company. This 
is consistent with the Commission’s findings and decisions in other 
cases. 
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OPERATING REVENUE DEDUCTIONS 


The allowances made for operating revenue deductions are based on 
the company’s actual experience for the year 1942 as shown in its 
annual report to the Commission subject, however, to adjustments 
necessary to eliminate abnormalities in the reported 1942 figures. In 
addition, company representatives presented data and information in 
support of claims for increased costs not fully reflected during the 
year 1942. Agreement as to the appropriate allowances for operating 
revenue deductions was arrived at after detailed discussion of the mat- 
ter at conferences attended by the staff and company representatives. 
The major items of adjustment are commented upon under individual 
subheadings below. By the procedure followed in this matter the 
company, the consumers, the Commission, and the taxpayers are 
saved considerable expense that would have been incurred if the 
matter had proceeded to formal hearings. 

Increased operating expenses.—Information supplied by the com- 
pany shows that a general increase of 10% in wages, exclusive of gen- 
eral and administrative salaries, was granted as of June 15, 1942, and 
the full effect of such increase is not reflected in the 1942 income ac- 
count. Furthermore, certain additional increases in operating ex- 
penses may be expected to result from (1) negotiations currently be- 
ing conducted regarding further wage increases, (2) hiring additional 
personnel, and (3) operation of a new dehydration plant and of ad- 
ditional compressor station capacity. An increase of $54,246 in oper- 
ating expenses has been accepted as reasonable to provide for these 
items. 

Reductions in cost of purchased gas.—By this Commission’s opinion 
and accompanying order (Jn the Matter of United Gas Pipeline Com- 
pany, docket No. G-148, swpra, p. 402), the company benefited by a 
reduction of $140,174 in the cost. of its purchased gas. A voluntary 
reduction in rates by the Southwest Gas Producing Company, Inc., 
resulted in the reduction of the cost of purchased gas by $52,812. These 
amounts have been deducted from the cost of gas purchased in 1942, 
in order to reflect the reduced costs in the future. 

The company also purchases gas from Interstate Natural Gas Com- 
pany, Inc. During the course of the negotiations the Commission is- 
sued its opinion and rate-reduction order, in the matter of its investiga- 
tion of the Interstate Natural Gas Company, Inc. (docket No. G-149) 
supra, p. 416. This order is now in litigation. Representatives of the 
company have stated, however, that any future benefit the company 
may receive by reason of the aforesaid rate-reduction order will be 
passed on to its customers. 

Annual depreciation allowance.—The annual depreciation allowance 
is based on the company’s estimated 31-year life and is harmonized with 
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the accrued depreciation used in determining the rate base. For the 
year 1942 it is $365,431. 

Taxes—In the case of taxes other than Federal income, the com- 
pany’s books do not reflect a normal year’s taxes, because of large ad- 
justments relating to prior years. These prior year adjustments have 
been eliminated and the resulting amount of $258,512 allowed as repre- 
senting the best estimate available of the normal recurring amount of 
taxes other than Federal income taxes. 

Concerning Federal income taxes, the company has accepted the 
principle that tax-saving arising by reason of a rate reduction should 
be passed along as part of that reduction. Tax calculations have been 
made at the rate of 40%, this being the current level for normal and 
surtaxes. The problem of excess profits taxes is not involved since, 
according to the best estimates available at the time of the discussions, 
the company is not liable for such taxes. 

After making appropriate adjustments to income taxes for non- 
recurring and other abnormal items, it was estimated that $302,771 
represents the Federal income tax liability upon the adjusted 1942 
earnings. The saving in Federal income tax attributable to the elimi- 
nation of excess earnings of $101,649 was calculated as $67,766. De- 
ducting this saving, the remainder of $235,005 is accepted as a proper 
allowance for Federal income taxes. 

The taxes of the company for 1942 are reduced by reason of a refund 
of Louisiana gathering taxes of $27,926 relating to prior years. It is 
necessary to eliminate this nonrecurring item in order to determine the 
actual tax situation for the year 1942. Accordingly, the appropriate 
adjustment requires that the allowance for 1942 gathering tax expense 
be increased by $27,926 over that actually recorded. 


TOTAL COST OF SERVICE 


Taking into account the foregoing adjustments, the cost of service, 
including all operating revenue deductions and a 612% rate of return 
on depreciated book cost, is $3,799,060, determined as follows: 


Operating expenses: 
Actual in 1942 
Add: 
Refund of prior years’ taxes 
Anticipated increase in expenses. 
Deduct: Reduction in cost of gas 


Depreciation 
Taxes other than Federal income..___--_______-._..______. ets 
Estimated Federal income taxes in 1942 $302, 771 
Less: Saving by rate reduction-...______. monensin 67, 766 
—_——_— 235, 005 
Return at 644% on depreciated book cost___.___________.___ anak 496, 787 


Total cost ————_-—______-___-_____-__.- +... --_.__.. 3, 799, 060 
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RATE REDUCTION 


The revenue from gas sales in 1942 was $4,161,461. The excess above 
the 1942 adjusted cost is $362,401. The rates filed would have produced 
a revenue in 1942 of $3,808,559 and would have resulted in a reduction 
of $352,902. This is divided between the customers buying the gas for 
resale as follows: 


Memphis Light, Gas & Water Division 
Mississippi Power & Light Company 
Arkansas Power & Light Company 
West Tennessee Gas Company 
Louisiana Power & Light Company 


Included in the reduction to the Arkansas Power & Light Company 
of $18,358 is $3,927 that the Arkansas Power & Light Company would 
have received in 1942 had the rates which became effective November 
1, 1942, been effective the entire year. The reduction below the present 
rates to the Arkansas Power & Light Company is $14,431 and the total 
reduction to all customers below present rates is $348,975. 


NEW RATES 


The rates as filed consist of a general rate to be applied to all gas 
sold, except that resold to certain large industrial consumers, and a 
separate rate for the latter. The general rate is on a demand and 
commodity basis, whereas the rate for gas resold to certain large 
industrial customers is a straight commodity rate. A study indicates 
that the new rates will reflect revenue in amounts more closely ap- 
proximating cost than could be accomplished by rates of the old form. 
The new rates eliminate a wide variation in the company’s present 
average rates. Each of the purchasers has advised the Commission 
that both the new rates and its participation in the total reduction 
as brought about by the new rates are satisfactory to it. The following 
tabulation shows the comparative average rates before and after the 
reduction, based on 1942 deliveries: 


Average rates Average rates 
in 1942 under new filing 


Memphis Light, Gas and Water Division 
Mississippi Power & Light Co 
Arkansas Power & Light Co 
Louisiana Power & Light Co 
West Tennessee Gas Co 
All resale gas 


— = 


ec. 
ec. 
-Cc.t. 
- c.f. 
ce. 
ce. 
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DISPOSITION OF SAVINGS WHICH RESULT FROM REDUCED RATES 


Just as money impounded durimg a court proceeding to test the 
validity of a regulatory commission’s order, and representing the 
difference between prior existing rates and the reduced rates estab- 
lished, belongs to ultimate consumers, so also the savings here resulting 
from reduced rates belong to ultimate consumers. In Natwral Gas 
Pipeline Company, et al. v. Federal Power Commission, 134 F. (2d) 
263, 265, the Court said : 


That it (the utility serving Nebraska City) and others may know and plan 
accordingly, we express our conclusion, and our holding, which is all refunds 
which petitioners must make, belong to the consumers, for whose benefit these 
proceedings were instituted. 


Now one or two of these utilities located where no state supervisory commis- 
sion exists, are endeavoring to seize the fruits of the litigation brought for the 
consumers, and retain the money for their own individual gain. It would be 


a gross travesty upon the proceedings, if they were to succeed. With their efforts 
in this respect, we have no sympathy. 


The court will make an order on this finding that the money refunded by 
petitioners belongs to the consumers and none belongs to the utility or utilities. 
(Words in parentheses supplied.) 

Savings to purchasers of natural gas for resale, and which result 
from the application of the reduced rates here under consideration, 
should be distributed equitably by such purchasers to their ultimate 
consumers. 

The supplements to Memphis Natural Gas Company’s rate sched- 
ules, as filed, have by order been made effective as of July 26, 1943. 


Levanp OLps. 
Ciaupe L. Draper. 
Basm Many. 
Joun W. Scorr. 





IN THE MATTER OF 
TENNESSEE GAS AND TRANSMISSION COMPANY 


Amended Application for a Certificate of Public Convenience and 
Necessity Under Section 7 of Natural Gas Act 


G-230 


(Decided September 24, 1943) 
Syllabus 


1. Certificate of public convenience and necessity authorized on applicant’s 
showing War Production Board approval of the proposed construction 
and authorization for required materials, firm commitments for an 
adequate supply of natural gas, and firm commitments for the necessary 
financing, on Commission’s finding that the proposed pipe-line project is 
and will be required by the present and future public convenience and 
necessity. P. 577. 

2. Since the exact character, nature and amount of the securities finally to 
be issued has not yet been determined, issuance of certificate condi- 
tioned upon Commission approval of final plan, including all agreements, 
character and nature of the securities to be issued, cost of money, and 
consideration to be received for securities. P. 578. 

3. Since the Natural Gas Act does not authorize the Commission to regulate 
rates for direct sales to industrial consumers, which class of sales fur- 
nishes the keenest competition to the coal industry, or to suspend rates 
for indirect sales for industrial purposes, the Commission is not vested 
with complete and comprehensive authority to act as arbiter over 
the end uses of natural gas, on basis of contention by intervenors repre- 
senting the coal industry that the use of natural gas for industrial and 
space-heating purposes constitutes a dissipation of natural-gas resources 
and threatens the coal industry with ruinous competition. P. 578. 


Carl I. Wheat, Robert E. May, and Malcolm C. Hill for Tennessee 
Gas and Transmission Company. 

Charles V. Shannon, Harry 8. Littman, William L. Brunner, and 
Robert L. Russell for the Federal Power Commission. 

P. A. Frye for Public Service Commission of Louisiana, Commis- 
sioner of Conservation, Louisiana, Department of Commerce and In- 
dustry, Louisiana, and Department of Public Utilities, Arkansas. 

Willkie, Owen, Otis, Farr & Gallagher, and H. J. O’Neill for Ken- 
- tucky Tennessee Natural Gas Corporation. 

John D. Ellis for City of Cincinnati, Ohio. 

Tom J. McGrath and James W. Haley for National Coal Association. 

Welly K. Hopkins and Tom J. McGrath for United Mine Workers 
of America. 
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Tom J. McGrath for Railway Labor Executives’ Association. 

Samuel D. Young for Southern Appalachian Coal Operators’ As- 
sociation, et al. * 

R. Granville Curry and Frederick M. Dolan for Anthracite Institute. 

Robert E’. Scott for Ohio Coal Association. 

Robert E. Quirk and J. V. Norman for West Virginia Coal Associ- 
ation. 

Martin H. Miller for Brotherhood of Railroad Trainmen. 

Alfred 8. Knowlton for Baltimore & Ohio Railroad, et al. 


By THe CoMMISSION : 
Opinion 


Pursuant to the opinion and accompanying order entered July 5, 
1943, In the Matter of Tennessee Gas and Transmission Co., supra, 
p. 442, and our order of August 24, 1943, granting the petitions of 
certain interveners? to submit additional relevant and material 
evidence, further hearings in this matter were held commencing 
September 8, 1943. In order to expedite this hearing, the entire Com- 
mission sat with the trial examiner, hearing evidence and arguments 
of counsel, and, at the conclusion of such hearing on September 20, 
1943, orally announced its decision to issue a certificate of public 
convenience and necessity to Tennessee Gas and Transmission 
Company.” 

In the above opinion, we expressed our intention to issue a certificate 
of public convenience and necessity to the applicant upon presentation 
in this hearing of evidence showing (1) authorization from the War 
Production Board for materials required in the construction of the 
proposed pipe line, (2) firm commitments for‘an adequate supply of 
natural gas, and (3) firm commitments for securing the financing 
necessary to effect the proposed construction to adequately serve the 
public. 

Subsequent to the issuance of such opinion, changes were made by 
the applicant in the design and the route of the line at the request of, 
and in collaboration with, the War Production Board, in order more 
adequately to meet the requirements of the war program. Accord- 
ingly, on August 23, 1943, the application herein was amended to seek 
authorization to construct and operate a 24-inch gas transmission line 
1,156 miles in length (instead of a 20-inch line as previously proposed), 
originating near the Stratton-Agua Dulce gas field in Nueces County, 

1 Louisiana Public Service Commission, Department of Conservation of the State of 
Louisiana, Department of Commerce and Industry of the State of Louisiana, Anthracite 


Institute, National Coal Association, United Mine Workers of America, and Railway Labor 
Executives’ Association. 


® Hereinafter referred to as “applicant.” 
§82231—44—-vol. 3-87 
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Texas (instead of near Opelousas, Louisiana, as previously proposed) 
and extending in a general northeasterly direction through the states 
of Louisiana, Mississippi, Tennessee and Kentucky, to Kenova, West 
Virginia. In addition and also at the suggestion of the War Produc- 
tion Board, applicant proposes to.construct an 18-inch line 72 miles 
in length, extending from the terminus of such 24-inch line at Kenova 
to Cornwell, West Virginia. The proposed initial compressor in- 
stallation is 58,000 horsepower, located at five stations, having ten 
1,000 horsepower units each and one station with eight 1,000 horse- 
power units. The initial delivery capacity of this lineis 207 million 
cubic feet per day, of which applicant anticipates deliveries of 40 
million at Kenova, West Virginia, and 167 million at Cornwell, West 
Virginia. 

Subsequent to the issuance of the prior opinion, the War Production 
Board formally decided and advised the Commission, among other 
things, that: 


(1) A new transmission line must be built, as an essential part of 
the war program, to augment natural gas supply into the 
Appalachian area. 

(2) Such line must be completed in time for operation during the 
winter of 1944-45 in order to prevent interruption in war 
production that would otherwise occur. 

(3) The proposed project would provide an effective means of 
safeguarding gas supply for the Appalachian area. 


We have been advised by the War Production Board that, in order 
to meet the necessary fabrication schedule to complete the line in time 
for operation during the winter of 1944-45, firm rated orders for 
pipe must be placed not later than October 1, 1943. 

The applicant has submitted considerable evidence in support of 
its amended application, including estimates of costs, revenues, ex- 
penses, operations, design, construction, deliverability, and many 
other facts relating to the proposed project. We shall not undertake 
to discuss the details of all such evidence, but will deal principally 
with those additional items of proof which we have heretofore 


determined are prerequisite to the granting of the certificate of public 
convenience and necessity. 


AUTHORIZATIONS FOR MATERIALS 


The evidence shows that applicant has substantially satisfied the 
Commission’s requirement that it secure from the War Production 
Board necessary authorizations for the materials required in the con- 
struction of the proposed pipe line. The War Production Board, by 
letter of August 28, 1943, to this Commission, has advised of its ap- 
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proval of this project “as an essential part of the war program.” 
That Board has made a program determination: authorizing the is- 
suance of an AA-3 priority for such line, and has advised us that im- 
mediately upon notification that this Commission has issued a certi- 
ficate of public convenience and necessity, it would issue a preference 
rating and a controlled materials allotment to the applicant receiving 
such certificate. Such materials are expected to be made available 
commencing the fourth quarter of this year. 


GAS RESERVES 


The source of the gas supply for the project is the Stratton-Agua 
Dulce field in Nueces, Jim Wells, and Kleberg Counties, Tex. The evi- 
dence shows that 45 known horizons or pools in this field contain ap- 
proximately 3 trillion cubic feet of gas reserves, and that the present 
annual demand upon this field is not more than 30 billion cubic feet. 
The Petroleum Administration for War has determined that the pro- 
posed project deliveries of 207 million cubic feet per day can be 
achieved without detriment to cycling operations, and that the re- 
serves and availability of gas in this field “are adequate to meet the 
requirements of the pipe line proposed to be constructed by Tennessee 
Gas and Transmission Company.” Moreover, P. A. W. advised that 
such deliveries can be initiated from existing wells, and future drill- 
ing requirements will not exceed the number of wells required to con- 
tinue an effective cycling program. 

Applicant has entered into a firm contract with The Chicago Cor- 
poration, in whom is vested control of applicant, providing for de- 
liveries into the proposed line of up to 207 million cubic feet of nat- 
ural gas per day over a period of 25 years, An agreement between 
The Chicago Corporation and Manufacturers Light and Heat Com- 
pany contemplates deliveries of from 50 to 100 million cubic feet per 
day of such gas for the use of the Columbia Gas and Electric System, 
through the proposed pipeline, at a point in the Appalachian area, 

The Chicago Corporation owns or controls more than 2 trillion 
cubic feet of recoverable gas reserves in this field which are available 
for the project. The evidence discloses that such existing reserves 
will have a life of at least 33 years, based on annual withdrawals at 
the rate of 75 percent of the initial pipe line capacity. 

It is noted, in addition, that the owner of 1 trillion cubic feet of 
gas located in the vicinity of Edinburgh, Texas, has agreed to enter 
into a contract to sell gas to applicant upon terms similar to those 
contained in the above-named agreements. 

We are convinced from the evidence before us that applicant has 
satisfied our requirement respecting firm commitments for an ade- 
quate supply of natural gas. 
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FINANCING 


The applicant has submitted in evidence a firm commitment of The 
Chicago Corporation,’ an investment trust having net book assets in 
excess of $33,000,000, to undertake the financing of the proposed proj- 
ect. The contract between Chicago and applicant provides, among 
other things, that Chicago will purchase or cause to be purchased ap- 
plicant’s securities for cash in aggregate amount sufficient to provide 
funds to construct and complete the project in operating condition. 
It is agreed that Chicago will acquire, either alone or in conjunc- 
tion with others, securities of applicant evidencing, directly or in- 
directly 90 percent of the voting power and equity ownership of ap- 
plicant. 

We find that, in the circumstances, such commitments constitute a 
substantial compliance with the Commission’s requirement with re- 
spect to the financing of the proposed construction. 

The exact character, nature and amount of the securities finally to 
be issued have not been determined. We therefore impose as a con- 
dition to the issuance of the certificate that applicant submit to this 
Commission for approval such final plan, including all agreements in 
connection therewith, a description of the character and the nature of 
the securities to be issued, the cost of money, and the consideration to 
be received for securities, Both the applicant and The Chicago Cor- 
poration recognize the propriety of such a condition. 


NECESSITY FOR THE PROJECT 


Interveners representing coal operators, labor unions and railroads, 
having a vital stake in the coal industry in the Appalachian area, op- 
pose the granting of a certificate for the construction of applicant’s 
proposed natural-gas pipe line principally on the ground that the 
present and future fuel needs of that area can be adequately met by 
coal. It is contended that the use of natural gas for industrial and 
space-heating purposes constitutes a dissipation of the natural-gas 
resources, and threatens the coal industry with ruinous competition. 
Considerable evidence was adduced by these interveners for the pur- 
pose of supporting such contentions. 

We recognize the force of these arguments and are not unmindful 
of the economic and social aspects of the problem posed by these in- 
terveners. We are not authorized, however, to regulate rates for 
natural gas sold directly to industrial consumers, which class of gas 
sales furnishes the keenest competition to the coal industry. Nor does 
our power to suspend rates extend to indirect sales of natural gas for 


® Hereinafter referred to as “Chicago.” 
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industrial purposes. It appears, therefore, that the Natural Gas 
Act does not vest this Commission with complete and comprehensive 
authority which would permit us to act as arbiter over the end uses of 
natural gas. 

Upon the record before us, we entertain no doubt as to the necessity 
for this project. In the former opinion, supra, p. 442, we discussed the 
gas shortage in the Applachian area and found that a new pipe line 
was necessary not only in connection with the war effort but for 
postwar demands. Since the issuance of that opinion, the War Pro- 
duction Board has made, and formally advised us of, its definitive 
finding that a new line must be built to augment the natural gas supply 
into the Appalachian area “as an essential part of the war program” 
and that such line “must be completed in time for operation during 
the winter of 1944-1945 in order to prevent interruption in war pro- 
duction that would otherwise occur.” Moreover} that Board reached 
this decision after thorough investigation of the possibility of meet- 
ing the fuel shortage by such alternative measures as interconnections, 
conversion of fuel-consuming equipment and utilization of producer 
(coal) gas. 

The evidence does not appear to establish clearly the ability of the 
coal industry under existing conditions to meet the additional fuel 
needs for war. Moreover, on September 18, 1943, the Solid Fuels Ad- 
ministrator for War announced that “coal production has been unable 
to keep pace with the expansion of war requirements” and declared 
that 

There is a far better chance that the situation will grow worse before it grows 


better, because the coal industry faces strict limitations despite any efforts which 
ean be made to raise production levels. 


CONCLUSION 


Upon the record as a whole.we conclude that the proposed pipe-line 
project is and will be required by the present and future public con- 
venience and necessity. Applicant having demonstrated that it is able 
and willing properly to do the acts and perform the service proposed 
and to conform to the provisions of the Act and the requirements, 
rules and regulations thereunder, we shall accordingly issue a cer- 
tificate of public convenience and necessity for the project as pro- 
posed. 

An order will be entered in accordance with this opinion. 


LzLanp O1ps. 
Cuaupg L. Draper. 
Bast Man ty. 
Joun W. Scorr. 
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Order issuing certificate of public convenience and necessity 
Tennessee Gas and Transmission Company 
(G-230) 


Upon consideration of the entire record herein, and the Commission’s 
previous opinion in this proceeding together with the accompanying 
order reopening hearing and setting date thereof entered July 5, 1943, 
the Commission, this day having adopted its opinion in this matter 
which is hereby referred to and made a part hereof by reference, finds 
that: 

(1) Upon completion of the proposed construction of the following 

described facilities: 
. (i). A 24-inch main transmission pipeline, approximately 1156 miles 
in length, and appurtenant facilities, beginning at a point near Driscoll, 
Nueces County, Texas, and extending in a generally northeasterly 
direction through the states of Louisiana, Mississippi, Tennessee, and 
Kentucky, to Kenova, West Virginia; 

(ii) An 18-inch extension of the main transmission pipeline, approx- 
imately 72 miles in length, and appurtenant facilities, extending from 
the terminus of the 24-inch pipeline at Kenova, West Virginia, to Corn- 
well, West Virginia; 

(iii) 6 compressor stations having a total initial capacity of 58,000 
horsepower ; 

Tennessee Gas and Transmission Company (a Tennessee Corpora- 
tion having its principal business office in Chattanooga, Tennessee, and 
hereinafter referred to as applicant) proposes to engage in the trans- 
portation of natural gas in interstate commerce, and the sale in inter- 
state commerce of natural gas for resale for ultimate public com- 
sumption for domestic, commercial, or other use, and by reason of the 
aforesaid construction and operations will become a natural-gas com- 
pany within the meaning of the Natural Gas Act; 

(2) Applicant is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the 
Act and the requirements, rules, and regulations of the Commission 
thereunder; 

(3) The proposed construction and operation is and will be required 
by the present and future public convenience and necessity and a cer- 
tificate therefor should be granted; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is 
hereby issued authorizing Tennessee Gas and Transmission Company 
to construct and operate the proposed facilities referred to in para- 
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graph (1) above, and described in the second amended application in 
this proceeding, subject to the terms and conditions of this order; 

(B) Applicant shall submit to the Commission for its prior consid- 
eration and approval applicant’s plan of financing of this project, with 
photostatic or certified copies of all contracts relating thereto, includ- 
ing, without limitation, photostatic or certified copies of any and all 
firm commitments covering the proposed financing; copies of proposed 
mortgages; deeds of trust; indentures; agreements for advancing sup- 
plies or labor in return for securities ; underwriting contracts, or docu- 
ments of a similar nature; a statement of the bonds, debentures, notes, 
preferred and common stock or other securities proposed to be issued ; 
and statements of the consideration to be received for the securities to 
be issued and of the ownership of all voting securities; 

(C) ‘Applicant shall commence construction of the facilities herein 
authorized on or before February 1, 1944, and shall prosecute with 
due diligence such construction, in order that the line may be completed 
in time for operation during the winter of 1944-45; 

(D) Commencing 60 days from the date of this order, applicant 
shall furnish to the Commission monthly a progress report, which shall 
include, without limitation thereto, statements concerning the acquisi- 
tion of rights-of-way; procurement of State, county, municipal and 
other permits, certificates, franchises, and consents; purchases of 
equipment; construction contracts; and construction work; 

(E) Applicant shall report in writing to the Commission under 
oath, the completion date of the facilities herein authorized, together 
with the date the same are put in operation; 

(F). This certificate shall not be transferable and is without preju- 
dice to the authority of this Commission or any other regulatory body 
with respect to rates, services, accounts, valuation, estimate or deter- 
mination of cost, or any other matters whatsoever which may come be- 
fore this Commission or such other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed 
or asserted ; 

(G) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant or of any other 
natural-gas company under section 7 (f) of the Natural Gas Act; 

(H) This certificate shall be effective as long as applicant continues 
the operations hereby authorized in accordance with the provisions of 
the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission ; 

(I) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant. 














































IN THE MATTER OF 
CABOT GAS CORPORATION AND GODFREY L. CABOT, INC. 
Denial of Application to Abandon Natural Gas Service* 
G—460, G-461 
(Decided September 28, 1943) 
Syllabus 


1. In a proceeding under Section 7 (b) of the Natural Gas Act, the only 
issues are whether (1) the available supply of natural gas is depleted to 
the extent that the continuance of service is unwarranted, and (2) the 
present or future public convenience or necessity permit such abandon- 
ment. P. 584. 

2. Applicants’ estimates of demand upon Cabot, Inc. for 12-month period 
ending April 30, 1944, if service from Cabot Corporation’s tratsmission 
line sought to be abandoned is continued, found to be excessive by 
about 93,000 M.c.f. P. 586. 

8. While accepting applicant’s assumption of a 5% per month decrease in 
its daily average production as a formula to be applied in estimating its 
cumulative production for the period March 1943 through February 1944, 
the Commission applied the formula to the last month for which actual 
production figures were available, April 1943, rather than starting with 
the figures for February 1943 and making the deductions therefrom. 
P. 591. 

4. In an area where a shortage of natural gas exists, contract of Cabot, Inc. 
to supply Producers cannot impose an obligation to supply the require- 
ments of Producers, even though other consumers dependent upon the 
same supply of gas are thereby deprived of all service. A utility which 
has undertaken to serve the public may not select customers to be served 
in total disregard of the rights of other customers equally entitled to 
service. Applicants have an obligation to serve all customers dependent 
upon them for service without favor or discrimination and Producers is 
entitled to its equitable share of the available supply and no more. P. 595. 

5. Similarly the obligation of a public utility to continue a service already 
undertaken, without preference, is greater than the corresponding obliga- 
tion to serve all consumers in the general service area in which its 
operations are conducted. P. 595. 

6. Supplemental application to abandon and remove a pipeline filed only 
three days before the date of hearing on applications to abandon service 
cannot be disposed of, but must be taken up at a further hearing, pursuant 
to Sec. 7 (b) of the Natural Gas Act. P, 596, 





*Further proceedings following similar applications which were denied Janu- 
ary 5, 1943. Jn the Matter of Godfrey L. Cabot, Inc. and Cabot Gas Corporation, 
supra, pp. 357-367. 
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7. Being unable to conclude or find that the availabie supply of natural 
gas is depleted to the extent that discontinuance of service is warranted, 
and that the present and future publi¢ convenience and necessity would 
permit such abandonment of service, the applications must be denied. 


P. 596. 

Charles G. Blakeslee and Fred C. Fernald for the applicants. 

David B. Landis for Pavilion Natural Gas Company. 

Earl C. Vedder for Producers Gas Company. 

L. A. Walker for village and town of Perry. 

Harry M. Brown for village of Warsaw. 

Paul A. Boylan for village of LeRoy. 

George D, Newton for villages of Leicester and Geneseo. 

Ransom L. Richardson for town of Hume. 

William J. Flynn for village of Mount Morris. 

Lambert McAllister ari Howell Purdue for Federal Power Commis- 
sion, 


By tae Commission: 
Oprnton 


On April 12, 1942, Godfrey L. Cabot, Inc., and Cabot Gas Corpora- 
tion,’ the applicants herein, filed separate applications? seeking au- 
thority, pursuant to section 7 (b) of the Natural Gas Act, to abandon 
service to and from Cabot Corporation’s main transmission pipe line. 


‘Following a public hearing upon such applications, the Commission 
adopted an opinion and entered an order on January 5, 1943, denying 
each of such applications.* 

The instant proceedings arise from similar applications covering 
the identical subject matter, filed by the same applicants on April 2, 
1943, 

Pursuant to applications for leave to intervene and the several orders 
of the Commission issued from time to time, interested parties were 
permitted to intervene in this proceeding. After due notice, a public 
hearing on the instant applications was held in Rochester, New York, 
and New York City. 

Each of the applicants is a natural-gas company, and all of the 
facilities of both companies, the service from which the applicants 
seek authorization to abandon, as well as the service rendered by each 
applicant by means of such facilities, are subject to the jurisdiction of 
this Commission. 

? Hereinafter mentioned as “Cabot Inc.” and hereinafter mentioned as “Cabot Cor- 
poration.” 


* Docket Nos. G-406 and G—40T. 
* In the Matter of Godfrey L. Cabot, Inc. and Cabot Gas Corporation, supra, p. 35T. 
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THE ISSUES 















Section 7 (b) of the Natural Gas Act provides: 


No natural-gas company shall abandon all or any portion of its facilities subject 
to the jurisdiction of the Commission, or any service rendered by means of such 
facilities, without the permission and approval of the Commission first had and 
obtained, after due hearing, and a finding by the Commission that the available 
supply of natural gas is depleted to the extent that the continuance of service is 
unwarranted, or that the present or future public convenience or necessity permit 
such abandonment. 

The only issues here presented are: 

1. Is the available supply of natural gas depleted to the extent that 
the continuance of service is unwarranted ; or 

2. Does the present or future public convenience or necessity permit 
the abandonment of such service? 

Counsel for the applicants contend that both of the questions so pre- 
sented must be answered in the affirmative. Counsel for this Commis- 
sion contend, and in that contention have been joined by all of the 
interveners in the proceeding except Producers Gas Company, thatthe 
required statutory finding cannot correctly be made on thé*record of 
the proceedings, 

THE EVIDENCE 


The determination of the questions presented is basically one of 
fact. In view of our careful consideration of the evidence adduced in. 
the former hearing as set forth in our prior opinion supra, and the 
earnest insistence of applicants’ counsel that the evidence now before 
the Commission justifies our granting the authority sought, we believe 
that it is desirable to analyze the record before us, perhaps in greater 
detail than might otherwise be justified. 

The record in the former proceeding was incorporated in evidence 
here by reference under our rules, and therefore is available for use in 
making the determination here required. The evidence presented in 
the instant proceeding was confined, so far as applicable, to bringing 
up to date the information previously presented. Cabot Corporation 
is a New York corporation and is the wholly owned subsidiary of 
Cabot, Inc., the latter, a Massachusetts corporation. 

Cabot Corporation is the owner of a 14-inch natural gas pipe line 
extending in a northerly direction from a point (of interconnection 
with Cabot Inc.) along the southern boundary of New York State, in 
Willing Township, to the southern boundary of Monroe County, 
New York, a distance of approximately 75 miles. Cabot Corporation 
produces no gas, but depends for its supply solely upon Cabot Inc. 
The latter produces and purchases natural gas in southern New York 
and northern Pennsylvania and sells the gas so produced and pur- 
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chased to (1) Cabot Corporation, (2) Producers Gas Company, 
(3) Southern Tier Gas Company, and (4) North Penn Gas Company. 
In addition, Cabot Inc. sells gas to a few small consumers of Empire 
Gas & Fuel Company in Wellsville, New York, which gas is trans- 
ported by Cabot Corporation through its 14-inch transmission line to 
the point of delivery. 

Sales by Cabot Inc. to Cabot Corporation are presently made under 
a contract which provides for the termination thereof on 24 hours’ 
notice. The contract under which deliveries are made to Southern 
Tier Gas Company provides that it may be terminated on 30 days’ 
notice. The deliveries to the consumers of Empire Gas & Fuel Com- 
pany are made wholly as an accommodation. The sales te Producers 
Gas Company are made under a contract dated November 17, 1938, 
which does not expire until December 31, 1944. Some of the gas deliv- 
ered under this contract is transported over Cabot Corporation’s line 
to Belmont and Angelica, New York, where the deliveries are made. 
Most of the deliveries, however, are made at Sanford and Olean directly 
from Cabot Inc.’s lines, and all of them could be made at the latter 
points. Deliveries to North Penn Gas Company are confined to the 
production from two wells owned by Cabot Inc. and located in the 
Wharton natural gas field in Pennsylvania. Sales to North Penn were 
made initially under a written contract (applicable to the production 
of only one well) dated April 3, 1940, but which expired one year after 
the date of the first delivery. It appears that presently the production 
of two wells is being sold under an oral extension of that contract. 

Cabot Inc.’s instant application is for permission : 

(a) To cease supplying natural gas to Cabot Gas Corporation; 

(b) To cease supplying natural gas to Producers Gas Company 
at points in Angelica and Belmont, County of Allegany, State of 
New York; and 

(¢c) To cease supplying natural gas to certain customers of Empire 
Gas & Fuel Oompany in AHegany County, New York. 

It: appears, therefore, that the discontinuance of service by Cabot 
Inc. to the Producers Gas Company at Sanford and Olean, and to 
Southern Tier Gas Company, is not contemplated by the application, 

Cabot Corporation sells the natural gas which it receives from 
Cabot Inc. to the Pavilion Natural Gas Company‘ and to a few 
high-pressure domestic consumers along its lines, and also sells. to 
about 240 low-pressure consumers in the Villages of Rossburg; Hume, 
and Fillmore, N, Y. Sales by Cabot Corporation to Pavilion. were 
made initially under a five-year contract which expired February 7, 
1942. Since August 31, 1942, deliveries have been made on a day-to- 


* Hereinafter sometimes mentioned “Pavilion.” 
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day basis: Other diréct customer sales made by Cabot Corporation 
are pursuant to rate schedules rather than individual contracts. 

Cabot Corporation’s application is for permission: 

(a) To abandon the service of natural gas from its 14-inch pipe 
line to its customers in the State of New York, and 

(b) To abandon the transportation of natural gas in its 14-inch 
pipe line for ultimate redelivery to Godfrey L. Cabot, Inc. 

It appears, therefore, that the service which both applicants seek 
to abandon constitutes the entire service rendered by them through 
the utilization of Cabot Corporation’s 14-inch transmission line. 


ADEQUACY OF AVAILABLE SUPPLIES 


Estimated demands on Cabot Inc.—The applicants estimate that if 
the service from Cabot’ Corporation’s line is continued the demands 
upon Cabot Inc. for the 12-month period ending April 30, 1944, will 
be as follows: 


Cabot Gas Corporation : 
Domestic sales 
Pavilion Natural Gas Co 
Line loss 


258, 657 M. c. f. 
Southeru Tier Gas Company 87,112 M.c. f, 


Producers Gas Company 
Company operations 
Line loss 


As hereinafter stated, we believe the record fully justifies the con- 
clusion that the aggregate of these estimates by the applicants is ex- 
cessive by about 93,000 M. c. f. (post, p. 590). 

Estimated demands of Southern Tier Gas Company.—Southern Tier 
Gas Company serves only the municipal utilities of the Town of Bath, 
N.Y. The latter’s estimated requirement for the twelve months end- 
ing April 30, 1944, is 37,300 M. c.f. That total is based almost entirely 
upon the actual requirements for the preceding twelve-months period 
and only exceeds the actual sales for that. period by 568 M. c.f. Inas- 
much as the superintendent of the municipal gas system of the Town 
of Bath testified that last winter was unusually cold and that he be- 
lieved the town could get along on slightly less gas next year, it is 
believed these estimates may be considered liberal. 

Estimated demands of Producers Gas Company.—Producers Gas 
Company * supplies gas to a portion of the City of Olean, to Portville, 
and to the Villages of Friendship, Angelica, Belmont and Belfast, all 
in the State of New York. 


® Hereinafter sometimes mentioned as “Producers.” 
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The estimated total requirement of this company for the 12 months 
ending April 30, 1944, is 512,472 M. c. f., inclusive of lost and unac- 
counted for gas. This estimated demand is based upon the maximum 
sale for each class of service for the same month during the preceding 
three-year period. Producers’ actual sales for the period May 1942 
through April 1943, amounted to 475,281 M. c. f. 

In view of the conceded fact that the 1942-1943 winter season was 
unusually severe, it would appear that in all of the circumstances, Pro- 
ducers’ actual sales for the 1942-1943 season, other than industrial, 
should afford a maximum mark for its probable demands for the next 
season. It should also be recognized that on December 381, 1942, sales 
to other utilities, which during the preceding nine months amounted 
to 46,253 M. c. f., were entirely eliminated. Moreover, prior to the 
next heating season, sales to the Belmont County buildings will have 
been decreased to an estimated maximum of 100 M. ec. f. per month. 

Under the contract of November 17, 1938, between Cabot Inc. and 
Producers,* Cabot Inc., is obligated to furnish all of Producers’ re- 
quirements, exclusive of industrial, over and above any gas that may 
be produced by Producers or purchased by it from operators of shallow 
gas wells. During the last winter season, Cabot Inc. was unable to 
comply with this provision of the contract. The testimony is that 
Producers found it necessary to curtail deliveries to its industrial con- 
sumers. Producers’ deliveries to its industrial consumers for the pre- 
ceding twelve-months’ period do not therefore reflect the actual de- 
mands of such consumers for that period. Such curtailments as were 
found necessary, however, do not appear seriously to have interfered 
with the operations of such industrial consumers. For present pur- 
poses, the actual sales to such industrials for the period indicated are 
accepted as a reasonable estimate of their requirements for the ensuing 
year. Such sales and deliveries, together with the estimated require- 
ments of Producers’ other consumers for the period May 1943, through 
April 1944, inclusive, aggregate 443,677 M. c. f., as set out below: 

Residential and commercial 
Public buildings 

Industrial 

Company use and free gas 
Line loss at 4.1% 


448, 677 M.c. f. 


Producers’ own production and purchases—Producers owns and 
operates a few small shallow wells in the area immediately adjacent. 
to its pipe line system. The company’s estimate of its own production 
and purchases from shallow wells for the 12 months ending April 30, 


* Godfrey L. Cabot, Inc., FPC rate schedule No. 5 and supplements 1 and 2 thereto. 
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1944, is 112,012 M. c. f. Although in this estimate it is claimed no 
consideration is given to a possible decline in production, it is believed 
that in the light of the company’s obvious attempt to show the seri- 
ousness of its supply situation, this may be taken as a reasonable 
estimate of the probable production from these wells, 

Producers is entitled to receive and expects to receive natural gas 
from Belmont Quadrangle Drilling Company’s Howard field. This 
field is shut in for the summer months so as to conserve the available 
supply for the winter season. Its own estimate is that it will get from 
this field at least 97,994 M. c. f. during the period May 1943 to April 
1944, inclusive. In addition to the foregoing, Producers had in storage 
on May 1, 1943 40,434 M. c. f. of gas. 

It would seem, therefore, that sources of supply other than from 
Cabot, Inc. may reasonably be expected to provide 250,440 M. ec. f. of 
Producers’ requirements, thus leaving Cabot Inc. to supply 193,237 
M, c. f£. Comparatively, the amount here indicated is 44,550 M. ¢, f. 
less than the applicant’s estimate of Producers’ estimated requirements 
to be supplied by Cabot, Inc. (supra, p. 586). 

It is noted that Producers owns an oil gas plant which was in- 
stalled in 1929 for the purpose of breaking down still-gas, but that this 
gas is not now available and the plant has not been operated since 
October 1931. 

Estimated demand for Cabot Inc.’s own use and line losses.—The 
applicants estimate that for the period from May 1943 through April 
1944, the total requirements of Cabot Inc. for company operations 
will be 29,995 M. c, f. and that there will be line losses of 6,097 M. c. f., 
making a total requirement for these purposes of 36,092 M. c. f. For 
the purposes of this proceeding, these estimates are accepted. 

Estimates of demands upon Cabot Corporation—E stimated require- 
ments of Pavilion Natural Gas Co.—The Pavilion Company’s actual 
total requirements for the twelye months ended March 31, 1943, were 
259,364 M. c. £." 

Pavilion has estimated its gas requirements, to be supplied by Cabot 
Corporation, for the 12-month period March 1, 1943, through February 
1944, at 230,829 M.c. f. It appears, therefore, that Pavilion’s estimate 
of total requirements for that period closely approximates the actual 
demands on Cabot Corporation for the preceding 12-months period. 
Such estimate does not give consideration to any further reductions 
in house heating requirements, and apparently assumes the use of its 
own production in an amount equal to such production during the pre- 
céding period. The testimony of Pavilion’s president is that he be- 
lieves that he could keep Pavilion’s requirements from Cabot Corpora- 
tion within 200,000 M. c. f., and that if a reduction in sales as great as 


t Arrived at by combining its purchases (231,112 M. c.f.) and its own production 
(28,252 M. c. f.). 
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the difference of approximately 31,000 M. c. f. cannot be effected, the 
company anticipates supplying the remainder from its own facilities. 

Pavilion owns 26 producing natural gas wells in the area imme- 
diately adjacent to its lines. The estimated average daily deliver- 
ability of these wells is 200 M. c. f. and the estimated maximum deliver- 
ability is 300 M. c. f. for one day.* Since Pavilion began purchasing 
gas under its contract with Cabot Corporation it has taken only a 
small production from its own wells. It is quite clear that Pavilion 
expects to draw from its own wells in the period under consideration 
no more than it must in order that the combined supply will be suffi- 
cient to meets its requirements. 

Under the circumstances which have been disclosed, Pavilion will 
be expected to do its utmost to help increase the supply of gas in the 
area by producing from its own wells as much gas as it can, not less 
than 200 M. c: f. per day. This will amount to 48,600 M. c. f. during 
the period from September 1, 1943, to April 30, 1944. . Deducting this 
amount from the 230,829 M. c. f. at which Pavilion has estimated its 
gas requirements leaves a total of 182,229 M. c. f. of gas which Pavilion 
will require from Cabot-Gas Corporation during the 12 months’ period 
from May 1, 1943, to April 30, 1944. | 

It may be said that Pavilion also has an artificial gas plant with a 
production capacity (limited by the capacity of the holders) of 30,000 
M. c. f. of 537 B. t. u. gas per month. That quantity of gas is adequate 
to supply Pavilion’s requirements for other than its heating load. The 
plant was maintained in operating condition during the past winter 
and actual runs were made up to 170 M. ec. f. per day. Between its 
own wells and the artificial plant, Pavilion could probably produce 
20,000 M. c. f. of 800 B. t. u. gas per month. But the testimony is 
that to convert the Pavilion system from natural gas to manufactured 
gas would require at least 3 months’ time. 

There is also testimony to the effect that the Rochester Gas & Elec- 
tric Corporation anticipates having an excess of its manufactured gas 
(540 B. t. u.) for sale next winter, and that it would undertake to 
supply Pavilion at LeRoy with 200 M. c. f. per day ona firm basis, 
deliveries to be at a rate not to exceed 9 M. c. f. per hour. While 
the connection at which these deliveries could be made to Pavilion 
is about one mile from its largest industrial customer, it appears that 
that section of Pavilion’s system would have an hourly requirement 
on a peak day about three times the volume which the Rochester Com- 
pany would be delivering per hour. We conclude, therefore, that the 
conversion of the LeRoy area to 540 B. t. u. gas would not afford a 
practical solution of the problem. 


$On February 15 and 16, 1943, Pavilion supplied from its own sources 327 M. c. f. and 
854 M. ¢, f., respectively. 
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On an assumption that no sources of natural gas will be available 
to Pavilion other than that which can be secured from Cabot Corpora- 
tion and from its own production, it appears that Pavilion’s net re- 
quirements from Cabot Corporation for the period May 1943 through 
April 1944, will be 182,229 M. «. f. 

Cabot Corporation’s estimated demands for domestic sales and line 
loss—This applicant’s estimated demands for domestic sales for its 
14-inch pipe line from March 1943 through February 1944, are 22,756 
M. c. f., and its estimated line loss for the same period is 5,072 M. ¢. f. 
For the purpose of determining the applicant’s total demands for that 
period, we accept these estimates as the probable requirements for 
domestic sales and line loss. 

Summary of estimated demands on both applicants.—From the fore- 
going, we conclude that the probable demands upon the applicants for 
the period May 1943 through April 1944, are.as follows: 


Cabot Inc.: 
Wome Wide cee ees 37, 300 M. c. f. 
Producers Gas Company ....--.--....--.-.--- 198, 237 M. c. f. 
Company operation and line loss..__......... 36, 092 M. c. f. 
Cabot Corporaton : 
Pavilion Natural Gas Company_-___---__---__ 182, 229 M.c.f. 


Domestie sales and line loss_.__.__-___._.._----__ 


ee i eel Se 476, 686 M. c. f. 


Cabot Inc.’s estimated available gas —On April 30, 1943, Cabot Inc. 
owned 27 producing gas wells in various fields in northern Pennsyl- 
vania and southern New York and was purchasing the production 
from 12 wells owned by others. Two of the wells from which the com- 
pany was producing are in the Wharton field and are about 21 miles 
from the nearest Cabot Inc. transmission line. We shall later con- 
sider the production from those two wells. 

During the year 1942 the actual production from Cabot Inc.’s own 
wells, other than those in the Wharton field, and from the wells from 
which it purchases gas were, respectively, 535,579 M. c. f. and 74,137 
M. c. f., totaling 609,716 M. c. f. 

Cabot Inc.’s geologist testified during the September 1942 hearings 
that, based upon past experience and taking into account abandoned 
wells, the company’s daily average rate of production of all of its own 
wells other than in the Wharton field will diminish at the rate of 7% 
per month. In estimating the probable future production for the 
purposes of this proceeding the applicants adopted a decline of 5% 
per month which, it is said, disregards abandonments and economic 
limit of production. A comparison of actual production for the 
period July 1942 through April 1943 with the applicants’ previous 
estimates shows that a rate of decline of 7% is excessive. In “fact, 
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a rate somewhat less than 5% is indicated. We conclude, therefore, 
that a reasonable estimate of Cabot Inc.’s production (exclusive of 
Wharton) for the period ending April 30, 1944, may be arrived at by 
assuming a decrease of 5% per month in the daily average production. 
The testimony shows that for the past few months purchased produc- 
tion has been running at about 17% of Cabot Inc.’s own production, 
and for the purposes of this proceeding the applicants have assumed a 
similar decrease in the daily average rate of such production, We 
conclude from the evidence that this is a reasonable assumption. 

It will be seen that the cumulated production from these wells over 
a given period, determined upon the basis of the formula proposed 
by the applicants, will depend upon, and will vary in accordance with, 
the production during the month to which the percentage is first 
applied. 

The company’s geologist estimated the monthly and cumulative pro- 
duction from Cabot Inc.’s own wells for the twelve months March 
1943 through February 1944, by reducing the actual daily average 
production for February 1943, at the rate of 5% per month and thus 
arrived at the volume of 279,809 M. c. f. As thus determined, the 
geologist’s estimates for the months of. March.and April 1943, were 
30,910 M. c. f. and 28,416 M. c. f., respectively, whereas the actual pro- 
duction for those months was 35,033 M. c. f. and 34,011 M. c. f. 

In like manner, the cumulative purchased production for the same 
period has been estimated at 47,567 M.c. f. Based upon the February 
1943 production the estimates for March and April were 5,255 M. e. f. 
and 4,831 M. c. f., respectively, as compared with actual production of 
5,959 M. c. f. and 4,926 M. c. f. for those months. 

Calculated on the basis just described, that is to say, by the applica- 
tion to the actual February 1943 production of a reduction of 5% per 
month in the daily average production, Cabot Inc.’s own -production 
(exclusive of Wharton) for the period March 1943 through April 1944 
would be 252,544 M. e. f., and the purchased production would be 
42.932 M. c. f., or a total of 295,476 M. c. f. As thus determined, the 
demands upon Cabot Inc. (exclusive of North Penn), for that period, 
as we have estimated them (supra, p. 590), exceed the cumulative 
production of gas (exclusive of Wharton production) by 181,210 
M. c. f. 

On April 30, 1943, Cabot, Inc. had in storage 29,155 M. c. f. of gas, 
which, when added to the available production, results in an aggregate 
excess of demand oversupply of 152,055 M. c. f. 

It seems to us, however, that a more accurate and reliable estimate 
of production for the coming season would result from the application 
of the suggested formula to the last month for which actual produc- 
tion figures are available. The company’s geologist testified that if 
582231—44—vol. 338 
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to the actual production for April 1943 there is applied a reduction 
of 5% per month to the daily average production, the cumulative pro- 
duction for the period will be 301,252 M. c. f. On the same basis, the 
cumulative production from gas purchases will be 51,213 M. c. f. and 
the sum of the two will be 352,465 M. c. f. Employing these figures, 
and again adding the storage gas available, Cabot Inc.’s demands, 
without giving consideration to its production in the Wharton field, 
will exceed its available production by 95,066 M. c. f. 

Production from Wharton field.—As hereinbefore stated, Cabot Inc., 
owns two producing wells in the Wharton field, the first of which came 
in in late December 1940, and the second well was brought into pro- 
duction in May 1942. Under a contract dated December 3, 1940, 
Cabot Ine. sold the production from the first of these wells to North 
Penn Gas Company. Although that contract was limited to a period 
of one year, Cabot Inc. has continued to sell the production of both 
wells under that agreement. 

The second well increased Cabot Inc.’s production in the Wharton 
field from 4,867 M. c. f. in April 1942, to 19,927 M. ¢. f: in June of that 
year. During April 1943, the combined production of the two wells 
was 18,405 M. c. f. . The testimony shows that at present the rate of 
production from these wells is from 500 M. c. f. to 550 M. c. f. per 
day. It appears also that such production is declining from 3% 
to 5% per month on the average. On the basis of a reduction of 
3% permonth in the daily-average production applied to the actual 
April 1943 figure, the cumulative production from these two wells for 
12 months ending April 1944, will be 159,251 M. c. f.° 

It follows, therefore, that if such production from these wells were 
delivered into the transmission line of Cabot Inc., the latter’s available 
supply of gas for the period here considered would exceed its demands 
by 64,185 M. ¢. f. 

Availability of Wharton gas.—In determining whether the Wharton 
gas is to be considered available to Cabot Inc. to supply the demands 
upon its integrated system, we first note that during the former hear- 
ing held in September 1942, the applicants did not segregate the esti- 
mated production from the Wharton field from their estimated pro- 
duction from Cabot Inc.’s production and purchased gas. Neither 
did they contend in that hearing that Cabot Inc. was under any con- 
tractural obligation to deliver such production to North Penn Gas 
Company. The testimony then showed merely that Cabot Inc. had 
continued to sell gas to North Penn under the terms of the written 
contract without any formal extension. The only obligation of Cabot 
Inc. to North Penn then claimed by the applicants was for the toll 
on storage gas, and that the Wharton field was “an isolated field, 
as far as we are concerned.” 


® If May 1943 production were used, the total would be 159,672 M. c. f. 
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Interconnecting lines—North Penn Gas Company owns and 
operates a transmission line which extends from the Wharton field 
to its Roulette compressor station and thence to its Sharon station 
near which there is an interconnection with Cabot Inc.’s lines. The 
same North Penn line extends through and beyond the Ellisburg 
field, just north of which there is also a connection with one of Cabot 
Inc.’s lines that leads directly into Cabot Inc.’s State Line station. 

Storage, transportation and exchange of gas.—There is an existing 
contract between Cabot Inc. and North Penn Gas Company which was 
executed April 1, 1941, whereby North Penn agrees to accept from 
Cabot Inc. up to 1,000 M. c. f. of gas per day for storage. Deliveries 
thereunder have already exceeded 150,000 M. c. f. and the storage toll 
is now 20%. Under that contract, the point of delivery to North Penn 
is the Leadville Hollow meter site near Ellisburg, Potter County 
(which adjoins Tioga County), Pennsylvania, although deliveries 
are now being made in the adjacent Ulysses field. The contract pro- 
vides that the redelivery point shall be North Penn’s station at Sabins- 
ville, Tioga County, Pennsylvania,” “or at another connection mutu- 
ally agreeable to the parties.” North Penn agreed to return to Cabot 
Inc. the amount so delivered, less toll, at a rate not to exceed 1,000 
M. c. f. per day, although deliveries up to 2,000 M. c. f. per day are 
permissible. The contract recited that Cabot Inc., from time to time, 
has a supply of natural gas in excess of its present contractual commit- 
ments which surplus it desired to put in storage. It was to be effective 
for one year from its date and from year to year thereafter up to but 
not beyond March 1, 1945, subject to thirty days’ written notice by 
either party. 

There are other existing contracts between these parties which pro- 
vide that Cabot Inc. will accept from Nerth Penn at a point in the 
Ellisburg field stated amounts of natural gas produced by the latter 
in Potter County, Pa., and redeliver to North Penn a like amount of 
gas at,another point in the same field. 

In all discussions respecting the storage of natural gas, it should 
be understood that the general practice in the industry is, and in this 
case was, that the identical gas delivered for storage is not: physically 
placed in storage. What generally occurs, and what obviously 
occurred here, is that the utility delivering gas for storage receives a 
credit therefor on the books of the utility receiving gas for storage. 
Subsequently, on a withdrawal from storage, an offset bookkeeping 
charge is made, Thus, in our later discussion of the storage of gas 
from Cabot Inc.’s Wharton wells, such gas would enter North Penn’s 
transmission lines near the wells in the southwest corner of Potter 
County, but the identical gas would not be transported to North 


#9 Adjacent to North Penn’s storage facilities. 
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Penn’s storage facilities in Tioga County. It would be used to meet 
North Penn’s own customer demands, and Cabot Inc. would merely be 
given a bookkeeping credit therefor. On making a withdrawal of 
storage gas, Cabot Inc. would receive natural gas from North Penn and, 
as their contract provides, delivery would be made at North Penn’s 
meter station at Sabinsville in Tioga County, “or at-anether connection 
mutually agreeable to the parties.” 

Continued storage of Wharton gas.—Notwithstanding the testimony 
of J. H. Isherwood, North Penn’s vice-president, that he told Mr. 
Godfrey L. Cabot during a conversation between them in the summer 
of 1942 that North Penn would be willing to store the Wharton gas, 
which testimony is supported by correspondence, it is perfectly clear 
from the testimony of the applicants’ witnesses, including Mr. Godfrey 
L. Cabot himself, that it was the determined policy of Cabot Inc. to 
store no gas during the summer of 1942; and that had its policy been 
otherwise some Wharton gas could have been placed in storage that 
summer. It definitely appears that Cabot Inc. has delivered no gas 
to storage since September 1942, and that under Cabot Inc.’s present 
methods of operation it does not intend to store gas. 

Mr. Isherwood testified in the present proceeding last June that 
North Penn would be willing to put the Wharton gas now being pro- 
duced in storage, month by month, with the understanding that Cabot 
Ine. could make use of it in supplying its customers and that such stor- 
age would be under the storage agreement between the two companies. 

On the assumption that deliveries of Wharton gas into storage were 
begun by July 1, 1943,° Cabot Inc.’s available production from all 
sources for the period May 1943 through April 1944 may be sum- 
marized as follows: 


Estimated production, exclusive of Wharton______- 301, 252 M.c. f. 
Pupenger Ome 2 oe Lo ee 51,218 M.e. f. 
Net production from Wharton Wells (Estimated 

production 159,251 M. c. f., supra, p. 592; less May 

and June, 1943, 30,599 M. c. f.; and less storage 





SET SPO is Sig Na Desens acter svah wentigentingiloccioas tial 102, 922 M.c. f. 
Cas 35k GUUTRS BERS To Oe a cccaena 29,155 M.c. f. 
Total available production.._....._.__-._-_- 484, 542 M.c. f. 


The indicated production and purchases therefore exceed the esti- 
mated total demands for the period by 7,856 M. c. f. 

Before considering the problem of peak day deliveries, it will be seen 
from the foregoing that, with Wharton gas available, Cabot Inc. 
should be able to meet the total demands of its customers during the 
period ending April 30, 1944. 


11 We are advised that deliveries began on or about that date. 
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While the applicants’ evidence with respect to the problem of peak 
day deliveries is incomplete, some idea of what can be anticipated can 
be spelled out of the record. The estimated demands for next winter 
contemplate some reduction in peak demands. We have examined the 
record carefully and conclude that the applicants’ situation on peak 
days in the 1943-1944 period will be no worse than it was last season. 

In the vital area served by the applicants, where it is evident that 
a shortage of natural gas exists, the applicants and their customers 
also have an obligation to work out a plan of operation that will en- 
able them to meet all reasonable demands with the supply that is 
available, and if necessary to provide equitable proration.. The evi- 
dence shows that the intervener, Producers Gas Company, did not 
adopt last season any policy designed to curtail the use by its cus- 
tomers of gas so that its peak requirements might have been reason- 
ably limited and brought within the probable maximum available 
supply. Moreover, the:evidence shows that the Producers Company - 
contemplates no such policy for the coming season. On the other 
hand, the evidence shows that the Pavilion Natural Gas Company 
and the municipal authorities of the Town of Bath, New York, in- 
augurated policies last year which were successful in procuring a con- 
siderable measure of curtailment in the use of gas by their customers. 

The applicants and the intervener, Producers Gas Company, con- 
tend that the contract between Cabot Inc. and Producers imposes 
an obligation upon Cabot Inc. to supply the requirements of Produc- 
ers, even though other consumers dependent upon the same supply of 
gas are thereby deprived of all service. We hold their position to be 
untenable. <A utility which has undertaken to serve the public may 
not select customers to be served in total disregard of the rights of 
other customers equally entitled to service. The applicants have an 
obligation to serve all customers dependent upon them for service 
without favor or discrimination, and the Producers Gas Company 
is entitled to its equitable share of the available supply and no more.” 

Similarly, the obligation.of the public utility to continue.service 
already undertaken, without preference, is greater than the corre- 
sponding obligation of the utility to serve all consumers in the general 
service area in which its operations are conducted. It follows, there- 
fore, that in determining the respective rights of Cabot Inc.’s several 
customers, North Penn cannot be considered as a customer entitled 
to equitable proration. It is our view that Cabot Inc. must arrange 
to devote its production of natural gas from the Wharton field to meet 
the demands of its established customers.” 

We have not overlooked the contentions of the applicants that the 
pipe involved in the 14-inch transmission lines would have great value 


12 United Fuel Gas Co. v. Railroad Commission, 278 U. S. 300, 309. 
See section 7 (a), Natural Gas Act. 
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if devoted to other uses in connection with the prosecution of the war. 
We fully appreciate the necessity for making available all vital ma- 
terial for that purpose. The testimony of a representative of the 
Petroleum Administrator for War, given in the former hearing, upon 
the subject of the need for steel pipe, was qualified by his assertion 
that he would not recommend taking up the 14-inch-line unless other 
facilities were provided to serve the communities of the area in ques- 
tion. We think, too, that the letter in evidence from Mr. J. A. Krug, 
Director, Office of War Utilities of the War Production Board, may 
be interpreted in the same light. 

It should be mentioned that after the applications to abandon 
service had been set down for hearing, Cabot Corporation filed a new 
or supplemental application in these docket numbers (G—460 and 
G-461) to abandon and remove that portion of the pipe line extending 
north from the Perry Station to the Monroe Courity boundary. It 
* was then too late, however, to give adequate notice of this supple- 
mental application in time to include the question it presented among 
the questions scheduled to be explored at the hearing then set for 
a date at that time only three days ahead. In-the citcumstances, we 
cannot in this opinion dispose of the supplemental application to 
abandon and remove facilities, and that question will, therefore, be 
reserved to be taken up following a hearing which will be held thereon 
as required by section 7.(b) of the Natural Gas Act. 

In the light of all the evidence, including that with respect to the 
probable demands and supply of natural gas of both Cabot Inc. and 
Cabot Corporation we are unable to conclude or find that the avail- 
able supply of natural gas is depleted to the extent that the proposed 
discontinuance of service is warranted. Neither can we find that 
present and future public convenience and necessity would permit 
such abandonment of service; therefore, the applications to abandon , 
service must be denied. 

An order will be entered in accordance with this:opinion. 

Lztanp Otps. 
Cravupe L. Draper. 
Bast Manty. 
Joun W. Soorr. 


Order denying permission to abandon service 
Cabot Gas Corporation 
(G—460) 


Upon consideration of the application filed April 2, 1943, by Cabot 
Gas Corporation, pursuant to section 7 (b) of the Natural Gas Act, 
the evidence of record, the briefs filed herein, and having on this date 
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made and entered its opinion in this matter, which is hereby made 
a part hereof by reference thereto; 

The Commission orders that: 

The application of Cabot Gas Corporation for permission (a) to 
abandon. the service of natural gas from its 14-inch pipe line to its 
customers in the State of New York, and (b) to abandon the trans- 
portation of natural gas in its 14-inch pipe line for ultimate redelivery 
to Godfrey L. Cabot, Inc., be and the same is hereby denied. 


Order denying permission to abandon service 
Godfrey L. Cabot, Inc. 
(G-461) 


Upon consideration of the application filed April 2, 1943, by God- 
frey L. Cabot, Inc., pursuant to section 7 (b) of the Natural Gas 
Act, the evidence of record, the briefs filed herein, and having on 
this date made and entered its opinion in this matter, which is 
hereby made a part hereof by-reference thereto ; 

The Commission orders that: 

The application of Godfrey L. Cabot, Inc. for permission (a) to 
cease supplying natural gas to Cabot Gas Corporation; (b) to cease 
supplying natural gas to Producers Gas Company at points in 
Angelica and Belmont, County of Allegany, State of New York; and 
(c) to cease supplying natural gas to certain customers of Empire 
Gas & Fuel Company in Allegany County, New York, be and the 
same is hereby denied. 











IN THE MATTERS OF 


CITIES SERVICE TRANSPORTATION AND CHEMICAL 
COMPANY 


CITIES SERVICE GAS COMPANY 


Applications for Certificates of Public Convenience and Necessity Under 

































Section 7 of the Natural Gas Act, as Amended 
G—488, G-493 
(Decided September 30, 1943) 
Syllabus 


1. Certificates of public convenience and necessity for construction of facili- 
ties for the transportation of natural gas in interstate commerce au- 
thorized on applicant’s showing War Production Board’s issuance of 
preference rating certificate, adequate and ample gas reserves, and 
firm commitments for necessary funds to complete the project, pend- 
ing final financial arrangements, and on Commission’s finding that fuel 
requirements for vital war industries and civilian demands make it im- 
perative that the natural-gas transportation shortage in the mid-con- 
tinent area be relieved with all possible speed and that the construc- 
tion of the proposed facilities is and will be required by present and 
future public convenience and necessity. P. 600. 

2. Since record does not reveal the character, nature and amount of the 
securities to be issued, issuance of certificates conditioned upon Oom- 
mission approval of final plan of financing, including all agreements, 
character and nature of the securities to be issued, cost of money, and 
consideration to be received for the securities. P. 603. 

8. Since the plan under which it is proposed to operate the facilities of 
the transportation company has not been revealed in the evidence, is- 
suance of certificate is conditioned upon Commission approval of pro- 
posed plan of operation, including all contracts.in connection there- 
with. P. 604. 

4, Alternative pipeline route proposed by intervening state commission dis- 
approved because of urgent need for installation of project, inasmuch 
as the proposed change would result in a 3—-month delay in completing 
the project and would require new proceedings before the Commission. 
P. 605. 


O. R. Stites and A. M. Ebright for Cities Service Gas Company. 
Frank H. Bacon for Cities Service Transportation and Chemical 
Company. 

Richard B. McEntire and Kenneth W. Wagner for State Corpora- 


tion Commission of Kansas. 
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William E. Kemp and Jerome M. Joffee for City of Kansas City, 
Missouri. 

Vincent F. Hiebsch and Fred W. Ally for City of Wichita, Kansas. 

Floyd Green and Earl Foster for Corporation Commission of Ok- 
lahoma. 

John P. Randolph for Public Service Commission of Missouri. 

Conrad C0. Mount for Consolidated Gas Utilities Corporation. 

£. H. Hatcher for Union Gas System, Inc. 

Harry 8S. Littman and Stanley M, Morley for Federal Power 
Commission. : 


By THe ComMMISSION : 


Optnion 


These proceedings involve applications of Cities Service Trans- 
poration and Chemical Company? and Cities Service Gas Company * 
for certificates of public convenience and necessity under section 7 
(c) of the Natural Gas Act, as amended. The facilities proposed to 
be constructed are for the purpose of transporting gas from the Hugo- 
ton field into eastern Kansas, northeastern Oklahoma and western 
Missouri, to augment existing natural-gas supplies in that area. 

The Transportation Company seeks authority to construct a 26-inch 
main transmission line, 231 miles in length, from a point in the Hugo- 
ton field, near Guymon, Texas County, Okla., due east to the Gas 
Company’s Blackwell compressor station in Kay County, Okla. The 
Gas Company proposes to construct the following-described facili- 


ties: 

(1) A 12-inch line, 35 miles in length, looping the existing pipe 
line from Burbank, Oklahoma, to Tallant, Oklahoma, to 

‘ deliver increased quantities of gas to the “East Side” of 
the present pipe-line system ; 

(2) A 20-inch line, 11.25 miles in length, looping the existing 18- 
inch tie-over immediately south and southeast of Wichita, 
Kansas, to permit the service of increased demands in the 
Wichita area and to augment gas deliveries to the “East 
Side” of the existing system ; 

(3) Reconditioning of 16 miles of 16-inch line south of Wichita 
to permit carrying higher pressures for increased through- 
puts to markets in the Wichita and Hutchinson, Kansas, 
areas; 

(4) A 2.2 mile line of 8-inch pipe to serve the increased fuel 
requirements of the Socony Oil Refinery at Augusta, 
TXansas ; 


1 Hereinafter referred to as the “Transportation Company.” 
2 Hereinafter referred to as the “Gas Company.” 
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(5) Addition of 340 horsepower to Saginaw compressor station 
in Newton County, Missouri, to “fortify” deliveries'of gas 
to Camp Crowder, Missouri, and to Springfield Gas and 
Electric Company for resale to consumers in Springfield, 
Missouri. : f 


The necessity for relieving the natural-gas transportation shortage 
in the mid-continent ‘area by the installation of a line to the Hugoton 
gas field in time for service during the coming winter season is urgent. 
Conflict-of opmion exists as to the manner in which and the route 
by which relief for the situation is to be obtained. Nevertheless, the 
evidence shows that the fuel requirements for vital war industries and 
civilian demands make it imperative that the emergency be alleviated 
with all possible speed. 

The record discloses clearly that the War Production Board, as 
early as February 8, 1943, called the attention of Cities Service Sys- 
tem representatives to the need for the filing of a formal application 
for priority assistance and a preference rating certificate for the 
materials required to construct such a line. On March 18, 1943, that _ 
Board, by telegram, again requested the filing of such formal applica- 
tion, which was thereafter filed on April 6. On May 1, 1943, WPB 
advised that favorable action could not be taken on such pending 
application unless assurance could first be given, among others, that 
applications for approval of regulatory bodies, including the Federal 
Power Commission, would be prosecuted immediately upon receipt 
of the preference rating certificate. On May 11, 1943, Cities Service 
Company, the top-holding company of the Cities Service System, 
accepted this condition, and on May 24, 1943, the War Production 
Board issued such certificate. 

On May 8, 1943, we announced in advance of our formal opinion in 
the pending investigation of the rates of the Gas Company that in fix- 
ing such rates we would give recognition to return and depreciation on 
the estimated cost of the Hugoton line, and stated that such assurance 
should materially assist in effecting promptly the construction of the 
proposed pipe line.* At the same time, we stated that timely filing of 
an application with this Commission for a certificate of public con- 
venience and necessity would expedite the matter.* 

* See Federal Power Commission opinion, In the Matter of Cities Service Gas Company, 
docket No, G—141, supra, p. 459, wherein this assurance was fully satisfied. 

* The Commission's rules and regulations provide that : 

“During the war emergency, any applicant filing an application with the War Produc- 
tion Board incidental to an application for a certificate of public convenience and necessity 
to the Federal Power Commission, should, whenever it is possible to do so, at the same 


time file its application with the Commission in order to facilitate action by the 
Commission.” (Italics supplied.) 
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_ By letter of June 3, 1943, we requested the Gas Company to apply 
promptly for a certificate of public convenience and necessity in order 
to expedite the project, and again, on June 12, 1943, urged the filing 
of such application. The failure to comply with these requirements 
led to the issuance of our order on July 20, 1943,° directing these com- 
panies and their top holding company, Cities Service Company, to 
show cause why appropriate applications for a certificate of public 
convenience and necessity for the proposed project should not be filed 
immediately with this Commission. 

These events culminated in the filing of incomplete applications in 
these proceedings by the Transportation Company and the Gas Com- 
pany on July 27 and. August 4, 1943, respectively. After due notice 
te all interested persons, hearings were held between August 18 and 
September 18, 1943, during which period a 2-week continuance was 
necessitated by applicants’ failure to complete their applications and 
to submit essential information and data required by the Commission’s 
rules and regulations. The recital of the foregoing makes it clear that 
responsibility for delay in the construction of additional pipe-line 
facilities must rest squarely upon the applicants. 

Moreover, we have recited this factual background in detail so that 
our conclusions may be viewed in proper perspective, particularly with 
respect to contentions of the State Corporation Commission of Kan- 
sas, the City of Wichita, Kansas, and the City of Kansas City, Missouri, 


interveners herein, regarding the route and design of the project. The 
delay in filing and prosecuting the applications in this proceeding in 
the face of the urgent necessity for the immediate construction of a line 
to the Hugoton gas field, makes it necessary at this late hour to choose 
between accepting the project as proposed in its entirety, or having 
no project for service during the coming winter. We shall comment 
further on this situation later in this opinion. 


JURISDICTION 


The Gas Company produces natural gas in Texas, Kansas and Okla- 
homa, and purchases natural gas in Kansas, Oklahoma and Missouri. 
It transports such gas by means of an integrated pipe-line system from 
the states in which the gas is produced and purchased through or into 
other states, and sells such gas either directly to consumers or to other 
companies for resale for ultimate public consumption in Texas, Okla- 
homa, Missouri, Kansas and Nebraska. It therefore is a natural-gas 
company within the meaning of the Natural Gas Act, and the facilities 
which it proposes to construct and operate as a part of suc) pipe-line 
system are clearly subject to our jurisdiction. 


5 Federal Power Commission, docket No. G—487. 
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It is admitted that the Transportation Company * and its proposed 
facilities are also subject to our jurisdiction.’ It appears from the 
evidence that such facilities will be operated either by that company 
alone, or in conjunction with others under a lease arrangement, for 
the transportation of natural gas in interstate commerce for resale 
as an integral part of the Gas Company’s pipeline ‘system. It is 
obvious, therefore, that such facilities are subject to our jurisdiction, 
and that upon their completion the Transportation Company will be 
a natural-gas company within the meaning of the Act. 

Thus, we conclude that both applicants require certificates of con- 
venience and necessity for the construction and operation of the 
facilities which are the subject of the pending applications. 


GAS RESERVES 


Applicants’ geologist testified that the remaining recoverable re- 
serves in the Hugoton gas field are between 15 and 20 trillion cubic 
feet, and those of the Texas Panhandle field approximately 15 trillion 
cubic feet. He further testified that these fields must be considered 
together in estimating future life expectancy. Thus considered, he 
estimated that the combined life of these fields at the present rate 
of withdrawals will be more than 40 years, 

The Gas Company owns gas reserves in the Hugoton gas field which 
it has estimated to be approximately 2 trillion cubic feet. In addition, 
it has entered into a contract with Republic Natural Gas Company 
to purchase between 25 and 35 million cubic feet of gas per day. 

The initial capacity of the proposed Hugoton pipe line is 140 
million cubic feet per day. By installing additional compressor facil- 
ities, it is proposed to attain a delivery capacity of 220 million cubic 
feet per day in 1945 and 240 million cubic feet in 1946. The annual 
deliveries through the line for the next 4 years are estimated as 
follows: 


Cubic feet 
I ae I lc cal ie acetic cal 41 billion 
INS iv ver tiers: apiice din esenittie teres tga ced einticnsidiemileee taiaaiatiat. 61 billion 
Ps ebsccta neg ecto otipe ch ncseeeecccnytnastigs xak, Taegan temncenahaiaea a esbiaien 71 billion 
SE ee ee ae eS Some eens 77 billion 


It is concluded from the evidence submitted that the gas reserves 


dedicated to the proposed pipeline are adequate and ample for the 
project. 


*Both the Gas Company and the Transportation Company are subsidiaries of Empire 
Gas and Fuel Company, which is in turm a subsidiary of Cities Service Company, the 
top-holding c&mpany in the Cities Service System. 

™W. Alton Jones, president of: Cities Service Company, referring to this Commission's 
jurisdiction over applicants, testified: “You have jurisdiction over both of them.” 
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FINANCING 


The estimated cost of the facilities to be constructed by the Gas 
Company is $1,098,597,° such sum to be financed out of that company’s 
current funds, The evidence is clear that the Gas Company’s finan- 
cial condition will readily permit such financing. 

The estimated cost of the proposed facilities of the Transportation 
Company is $10,634,799. The president of Cities Service Company 
testified that no negotiations have been or will be undertaken for the 
permanent financing of this project until construction is completed. 
Empire Gas and Fuel Company, the parent company, and Cities 
Service Company, the top-holding company, have entered into a 
firm commitment to advance all funds necessary to complete the 
project pending final financing arrangements. Such advances will 
be made by the purchase of capital stock of the Transportation Com- 
pany by the Empire Company at par, or by advances at an interest 
rate not to exceed 6 per cent per annum. 

The record does not reveal the character, nature and amount of 
the securities finally to be issued. In the circumstances we shall 
condition the certificate to be issued the Transportation Company 
and require the final plan of financing to be submitted to this Com- 
mission for approval. This shall include all agreements with re- 
gard to such financing, a description of the character and nature of 
the proposed securities, and a statement of the cost of money and 
the consideration to be received for the securities. 


PLAN OF OPERATION 


The plan under which it is proposed to operate the facilities of 
the Transportation Company, consisting principally of the 231-mile 
transmission pipe line to the Hugoton field, has not been revealed in 
evidence. Whether these facilities will be operated by the Trans- 
portation Company alone or by it and the Gas Company under some 
joint arrangement has not been disclosed. Moreover, the record is 
silent regarding the charges to be made for the use and operation of 
these facilities. 

Applicants’ officials testified that the plan of operation will de- 
pend in part upon the wishes of the lender who will finally finance 
the project. They further stated that inasmuch as permanent finan- 
cial arrangements have not been made, the operating plan cannot 
now be foretold. 

The evidence discloses that during the past year the Cities Serv- 
ice System has been fully cognizant of the need for this project. For 


*In addition, $1,001,724 is the estimated expenditure for wells to be drilled in the 
Hugoton field in 1943. 
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many months it has widely proclaimed a serious gas shortage in the 
Gas Company’s system. Ample time appears to have elapsed within 
which to formulate a plan for the operation of the proposed Hugoton 
pipe line. Yet neither applicant has come forward with a definite 
or concrete plan. 

Obviously, we cannot grant “carte blanche” authority for the opera- 
tion of the Transportation Company’s proposed facilities in ad- 
vance of the submission for our approval of a plan of operation. In 
the circumstances, we find it reasonable and appropriate, in the 
public interest, to impose as a condition to the issuance of the cer- 
tificate to the Transportation Company-that it submit to this Com- 
mission for approval the proposed plan of operation of its facilities, 
including all contracts in connection therewith. 


PIPE-LINE ROUTE 


Interveners, State Corporation Commission of Kansas and the 
City of Wichita, Kansas, contend that the transmission line from 
the Hugoton field should be routed via Wichita, Kansas, rather than 
via Blackwell, Oklahoma. The applicants and the Corporation 
Commission of Oklahoma insist. that. the Blackwell route, as pro- 
posed, will best serve the public convenience and necessity. Con- 
siderable expert testimony has been adduced in support of these 
opposing views. 

The problem of the route does not end at Blackwell and Wichita, 
on the “west side” of the Gas Company’s existing system. The heav- 
ier demands are on the “east side,” principally in the metropolitan 
and industrial areas of Kansas City, Missouri, and Kansas City, 
Kansas. As a means of transporting the Hugoton gas from the 
“west side” to the “east side” of the system, the Gas Company pro- 
poses, among other things, to loop the existing line between Black- 
well and Tallant compressor stations in Oklahoma. In order to ac- 
complish this purpose, the Kansas Commission proposes the looping 
of the existing line between Wichita and Caney compressor sta- 
tions, and ultimately looping the main line from Wichita to Ottawa, 
Kansas, The latter is a segment of the most direct pipe-line route 
between the Hugoton field and Kansas City. 

The route proposed by the Kansas Commission appears to have 
merit, particularly in the long-term view of the gas transportation 
problem. However, we do not have before us the design of a new 
pipe-line system in the first instance. The problem of route here 
posed must be considered in the light of the exigencies of the war 
emergency. During this emergency both time and steel must be 
conserved, at times even at the expense of possible long-term 
advantages. 
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We have adverted to the urgent need for the installation of this proj- 
ect in time for service during the coming winter in order that vital 
war industries may not suffer for lack of fuel. The evidence is un- 
contradicted that a change in route at this late date would result in a 
3-month delay in completing the project. Applicants’ witnesses main- 
tain that the project will be completed by January 31, 1944, if no 
change is made in the route. 

Moreover, it does not appear that the necessary steel is now avail- 
able for the construction of the route proposed by the Kansas Com- 
mission. While it is contended that certain existing lines might be 
relocated to loop the lines in the Gas Company’s existing system, it is 
clear that this could not be achieved without abandonment proceedings 
under the Natural Gas Act. This would require the filing of appli- 
cations by the Gas Company, due notice, and hearings with respect to 
the effect of discontinuance of service upon customers served by such 
lines. Thus, if relief is to be afforded this winter, the line as proposed 
must be constructed at once. 

The evidence discloses that the route proposed by the applicants has 
been carefully weighed and considered by its engineers and manag- 
ment, after consultation with the War Production Board and the Pe- 
troleum Administration for War. These agencies have approved the 
proposed design and route, giving due consideration to the conserva- 
tion of critical materials, time required for construction, and the re- 
quirements of war industries and civilian needs. 

Upon the entire record before us, therefore, in this time of war 
emergency, we conclude that the route as proposed by applicants will 
serve the public convenience and necessity. 

The Welda-Kansas City line-—The City of Kansas City, Missouri, 
contends, and the evidence shows, that the proposed facilities will not 
increase deliveries in the metropolitan area of that city; and that, on 
the average, curtailments of gas service in that area will exceed those 
of the balance of the system.° The Mayor of Kansas City testified that 


more gas is needed in the Kansas City area, and urged the construction ° 


of an additional 16-inch line, 75 miles in length, from the Welda stor- 
age field to augment deliveries to that city. Indeed, the Gas Com- 
pany recently proposed to build such line, but has deferred construc- 
tion principally because of the scarcity of pipe. 


® Applicants estimate the ratio of the load to be curtailed to the potential demand on the peak day of the 
1943-44 and 1944-45 winter, as follows: 





| | 
“West Side” |‘‘East Side’”’| Total sys- Kansas 
Winter peak day of system of system j|tem average; City area 


Percent 
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No application has been made to this Commission to construct the 
Welda-Kansas City line. However, Vice President O’Brien of Cities 
Service Company has stated on the record that he recognized the pos- 
sibility of building the line, and that his company would be glad to 
further consider the matter and discuss with representatives of Kan- 
sas City, the Kansas Commission and WPB (during the next six or 
eight months) the possibilities of securing materials and equipment 
for such line. He further stated that at such time as steel is available, 
application will be made to this Commission for a certificate, if it then 
appears in the interest of the people of Kansas City to construct such 
line. 

Upon proper application to this Commission for authorization for 
a line from Welda to Kansas City, we shall give the matter our. care- 
ful consideration and promptly take such action as then appears ap- 
propriate in the premises. 

Contentions of intervener gas companies.—We have carefully con- 
sidered the contentions of interveners, Consolidated: Gas Utilities 
Corporation and Union Gas System, Inc., and conclude that the pro- 
tection of their interests sought by way of attaching conditions to 
the certificate may be considered by the Commission under sections 
7 (a) and (b) of the Natural Gas Act. These provisions of the Act 
may be invoked upon proper application. It is felt, therefore, that 
the contingencies envisioned by these interveners, thus, can be con- 
sidered by this Commission upon occurrence. 


CONCLUSION 


We conclude from the record that the construction and operation of 
the proposed facilities are and will be required by the present and 
future public convenience and necessity. The evidence convinces us 
that applicants are able and willing properly to do the acts and per- 
form the service proposed and to conform to the provisions of the 

_ Natural Gas Act and the requirements, rules, and regulations of the 
Commission thereunder. Accordingly, we shall authorize the con- 
struction and operation of the proposed facilities by the issuance of 
appropriate certificates of public convenience and _ necessity 
conditioned as herein contemplated. 

Orders will be entered in accordance with this opinion. 


Leianp O1ps. 
Craupe L. Draper. 
Basm MAnty. 

Joun W. Scort. 
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Order issuing certificate of public convenience and necessity 
Cities Service Transportation and Chemical Company 
(G-488) 


Upon consideration of the entire record herein, the Commission, 


having this day adopted its opinion in this matter, which is hereby 
referred to and made a part hereof by reference, finds that: 

(1) Cities Service Transportation and Chemical Company (a Del- 
aware corporation having its principal place of business at Ponca 
City, Oklahoma, and hereinafter referred to as “applicant”) proposes 
to construct the following described facilities: 

(i) A 26-inch natural gas main transmission pipe line approxi- 
mately 231 miles in length extending in an easterly direction from a 
point near Guymon, Texas County, Oklahoma, in the Hugoton gas 
field to the Cities Service Gas Company’s Blackwell compressor 
station in Kay County, Oklahoma; 

(ii) An 8,000 horsepower compressor station and a dehydration 
plant to be located at the western terminus of the aforesaid pipeline ; 

(ili) A pipe line gathering system to be constructed in the Hugo- 
ton gas field, Texas County, Oklahoma, to connect certain gas wells 
with the compressor station described in paragraph (ii) above; and 

(iv) A telephone pole line extending eastward from such compres- 
sor station to the telephone system of Cities Service Gas Company at 
Mooreland, Woodward County, Oklahoma, thence eastward by a tele- 
phone carrier circuit over such system to applicant’s home office at 
Ponca City, Oklahoma; 

(2) The facilities described in paragraph (1) above, will be used for 
the transportation and sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, in- 
dustrial, or other use; and such facilities are subject to the require- 
ments of section 7 (c) of the Natural Gas Act, as amended ; 

(3) Applicant proposes to engage in the transportation or sale of 
natural gas subject to the jurisdiction of this Commission, and upon 
completion of the proposed construction will be a natural-gas com- 
pany within the meaning of the Natural Gas Act; 

(4) Applicant is able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the Act 
and the requirements, rules and regulations of the Commission there- 
under } 

(5) The proposed construction. and operation are and will be re- 
quired by the present and future public convenience and necessity, and 
a certificate therefor should be granted as hereinafter ordered; 

582231—44—vol. 3 —39 
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The Commission orders that : 

(A) A certificate of public convenience and necessity be and it is 
hereby issued, subject to the terms and conditions of this order, author- 
izing the applicant to construct and operate the fac'lities referred to 
in paragraph (1) above and described in the application in this pro- 
ceeding ; 

(B) Applicant shall submit to the Commission for its prior consid- 
eration and approval the proposed plan for the permanent financing of 
the facilities herein authorized, together with photostatic or certified 
copies of all contracts relating thereto, including, without limitation, 
photostatic or certified copies of any and all firm commitments cover- 
ing the proposed financing; copies of proposed mortgages, deeds, of 
trust, indentures, agreements to advance supplies or perform labor in 
return for securities, underwriting contracts or documents of a similar 
nature; a statement of the bonds, debentures, notes, preferred and com- 
mon stock or other securities proposed to be issued ; and statements of 
the consideration to be received for the securities to be issued and the 
ownership of all voting securities; 

(C) Applicant shall also submit to the Commission for its prior 
consideration and approval the proposed plan for the operation of the 
project together with photostatic or certified copies of all contracts 
relating thereto, including, without limitation, copies of leases, con- 
tracts for the purchase, transportation, processing and sale of natural 
gas ; 

(D) Applicant shall commence the construction of the facilities 
herein authorized at the earliest practicable date after the issuance of 
this certificate and shall prosecute such construction to completion 
with due'diligence; 

(E) Commencing November 15, 1943, applicant shall furnish to the 
Commission a monthly progress report respecting the status and 
progress of the construction herein authorized ; 

(F) Applicant shall report to the Commission in writing, under 
oath, the completion date of the facilities herein authorized, together 
with the date such facilities are put into operation ; 

(G) This certificate shall not be transferable and is without prej- 
udice to the authority of this Commission or any other regulatory body 
with respect to rates, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or 
which may come before this Commission or such other regulatory 
body, and nothing herein shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted ; 

(H) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant or of any other 
natural gas company under section 7 (f) of the Natural Gas Act; 
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(1) Nothing contained in this order shall be construed as in any 
manner changing or affecting the Commission’s opinion and interim 
order reducing rates entered July 28, 1943, in docket No. G-141, supra, 
p. 459, or in any manner relieving Cities Service Gas Company from 
filing new rates schedules in conformity therewith ; 

(J) This certificate shall be effective as long as applicant continues 
the operations hereby authorized in accordance with the provisions of 
the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission ; 

(K) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant. 


Order issuing certificate of publie convenience and necessity 
Cities Service Gas Company 
(G—493) 


Upon consideration of the entire record herein, the Commission, 
having this day adopted its opinion in this matter, which is hereby 
referred to and made a part hereof by reference, finds that: 

(1) Cities Service Gas Company (a Delaware corporation having 
its principal place of business at Bartlesville, Oklahoma, and herein- 
after referred to as “applicant”), produces natural gas in the States 
of Texas, Kansas, and Oklahoma, and purchases natural gas in the 
States of Kansas, Oklahoma, and Missouri, transports such gas by 
means of its integrated pipeline system from the States in which the 
gas is produced and purchased through or into other States, and sells 
such gas either directly to consumers or to other companies for resale 
for ultimate public consumption for domestic, commercial, industrial, 
or other use in Texas, Oklahoma, Missouri, Kansas, and Nebraska; 

(2) Applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption 
by means of its integrated pipeline transmission system, and is there- 
fore a natural-gas company within the meaning of the Natural Gas 
Act; 

(3) Applicant proposes to construct the following described 
facilities: 

(i) A 12-inch line, 35.25 miles in length, looping the existing pipe- 
line from Burbank, Oklahoma, to Tallant, Oklahoma; 

(ii) A 20-inch line, 11.25 miles in length, looping the existing 
18-inch tie-over line immediately south and southeast of Wichita, 
Kansas ; 

(iii) The reconditioning of 16 miles of 16-inch line south of 
Wichita, Kansas; 
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(iv) An 8-inch line, 2.2 miles in length, to serve the increased fuel 
requirements of the Socony Oil Refinery at Augusta, Kansas; 

(v) The installation of 340 additional horsepower in applicant’s 
existing Saginaw compressor station in Newton County, Missouri; 

(4) Such facilities will be used for the transportation and sale in 
interstate commerce of natural gas for resale for ultimate public 
consumption for domestic, commercial, industrial, or other use, as 
integral parts of applicant’s existing pipeline system, and are subject 
to the requirements of section 7 (c) of the Natural Gas Act, as 
amended ; 

(5) Applicant is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of 
the Act and the requirements, rules, and regulations of the Commis- 
sion thereunder; 

(6) The proposed construction and operation are and will be re- 
quired by the present and future public convenience and necessity, 
and a certificate therefor should be granted, as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is 
hereby issued, subject to the terms and conditions of this order, au- 
thorizing the applicant to construct and operate the facilities referred 
to in paragraph (3) above and described in the application in this 
proceeding ; 

(B) Applicant shall commence the construction of the facilities 
herein authorized at the earliest practicable date after the issuance 
of this certificate and shall prosecute such construction to completion 
with due diligence; 

(C) Applicant shall report to the Commission in writing, under 
oath, the completion date of the facilities herein authorized, together 
with the date the same are put in operation ; 

(D) This certificate shall not be transferable and is without prej- 
udice to the authority of this Commission or any other regulatory 
body with respect to rates, service, accounts, valuation, estimate or de- 
termination of cost, or any other matter whatsoever now pending or 
which may come before this Commission or such other regulatory 
body, and nothing herein shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the 
determination of the service area of applicant or of any other natural- 
gas company under section 7 (f) of the Natural Gas Act; 

(F) Nothing contained in this order is to be construed as in any 
manner changing or affecting the Commission’s opinion and interim 
order reducing rates entered July 28, 1943, in docket No. G-141 supra, 


CITIES SERVICE TRANSPORTATION AND CHEMICAL co. 611 


p. 459, or in any manner relieving applicant from filing new rate 
schedules in conformity therewith; 

(G) This certificate shall be effective as long as applicant continues 
the operations hereby authorized in accordance with the provisions 
of the Natural Gas Act and any pertinent rules, regulations, or or- 
ders heretofore or hereafter issued. by the Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant. 
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Order modifying order authorizing transmission of electric energy to Canada 
Interstate Power Company 
(Docket No. IT-5022) 
January 6, 1942 


It appearing to the Commission that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission 
by order adopted February 21, 1986, authorized Interstate Power Company, a 
Delaware corporation (hereinafter referred to as the company) with principal 
offices at Wilmington, Delaware, to transmit electric energy from a point in the 
United States in the State of Minnesota to the Town of Emerson, a municipal 
corporation, in the province of Manitoba, Dominion of Canada; 

(b) On July 31, 1941, the company accepted the terms and conditions of a 
Presidential Permit (docket No. IT-5592) for the operation, maintenance, and 
connection at the border of the United States of facilities for the transmission 
of electric energy to the Dominion of Canada, signed by the President of the 
United States on August 18, 1941; 

The Commission finds that: 

It will be to the public interest and will more adequately protect the sufficiency 
of the supply of electric energy within the United States to limit the amount 
of electric energy authorized by the aforesaid order adopted February 21, 1936, 
to be transmitted to Canada, as hereinafter provided ; and 

It is ordered that: 

(A) The aforesaid order of February 21, 1986, be and it is hereby modified 
to limit the amount of electric energy authorized to be transmitted from the 
United States to Canada by the company, as follows: 

Over the circuit which crosses the international boundary at the point desig- 
nated on the map submitted as Exhibit “C” to the application by the company 
for Presidential Permit filed with the Commission on December 11, 1939, up to 
350,000 kilowatt-hours per year at a rate not to exceed 100 kilowatts; 

(B) The aforesaid authorization to transmit electric energy from the United 
States to Canada shall be subject to the authority reserved in the Commission : 

(i) To require from the company such reports with respect to such trans- 
mission aS may reasonably be required in the administration of the Act; 

(ii) To modify or terminate this authorization in accordance with the pro- 
visions of the Act after notice to the company ; 


1This appendix contains additional selected orders of the Commission in the nature of 
opinions chosen from the orders issued by the Commission during the period from January 
1, 1942, to September 30, 1943. 
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(C) The aforesaid authorization shall-not deprive any State, State regula- 
tory commission, or. the Dominion of Canada, of the exercise of the lawful 
authority vested in such State, State regulatory commission, or the Dominion 
of Canada, over the company ; 

(D) The aforesaid authorization shall not be construed as an acquiescence 
by the Commission in any valuation of property, rate schedules, or in any 
operating statements claimed or asserted herein by the company ; 

(B) The aforesaid authorization shall terminate upon the termination of the 
Presidential Permit, signed by the President of the United States on August 
18, 1941, subject, however, to renewal of the authorization upon a finding by the 
Commission that such renewal is not inconsistent with the public interest ; 

(F) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order. 





Order amending order authorizing sale of facilities 
Alabama Power Company 
(Docket No. IT-5640) 
January 6, 1942 


Upon the application of Alabama Power Company, for modification of the. 
Commission’s order of July 17, 1940, in the above entitled proceeding so as to 
permit the sale by it of that part of the retained properties described in 
Exhibit A-5 of the contract filed as Exhibit L to the original application that 
may be subject to the provisions of section 203 of the Federal Power Act to 
be consummated on or before April 1, 1942, and to permit the sale of a portion 
of such properties to the Marshall-DeKalb Electric Cooperative ; 

It appearing that: 

(a) The aforesaid application was made by a telegraphic request received 
December 24, 1941, that the Commission treat the letter from the applicant’s 
treasurer to the Secretary, under date of November 8, 1941, as such an 
application ; 

(b) By the terms of part I, B, of the aforesaid contract, the applicant might 
retain such of the properties therein contracted to be sold as should not be the 
subject of good and valid tenders, not exceeding $400,000 in aggregate purchase 
price ; 

(c) The properties described in Exhibit A-5 of said contract, originally pro- 
posed to be sold to the city of Albertville, were retained by the applicant pur- 
suant to the terms of the aforesaid part I, B, of the contract; 

(d) Part XIX of the aforesaid contract reads in part as follows: 

“Any Purchaser hereunder may assign its rights to acquire any part of the 
properties which it is entitled to purchase hereunder to any other person, 
firm, or private or public corporation, and upon such assignment of its rights, 
and upon the giving of due notice of such assignment by the assignor and the 
assignee to the Seller (which notice to be given not less than fifteen (15) days 
before the closing date shall specify the division of the purchase price between 
the assignor and the assignee, if the assignment relates to only a part of the 
properties which the assignor is entitled to purchase hereunder), the as- 
signee shall be substituted for the assignor hereunder for all purposes, and 
shall be entitled to all of the rights and shall assume all of the obligations of 
the assignor with respect to the properties and operations which are the sub- 
ject of such assignment.” 
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(e) The applicant, the city of Albertville, and the Marshall-DeKalb Electric 
Cooperative have recently entered into an agreement whereby the city has as- 
signed to the cooperative its rigtt to purchase a portion of the properties 
referred to in paragraph (c) above, the applicant has accepted the assignment, 
and the sale of all of the properties referred to in paragraph (c) above, is 
now proposed to be consummated on or before April 1, 1942; 

The Commission, having considered said application in the light of the 
record in the above entitled proceeding, orders'that : 

(A) The aforesaid order of July 17, 1940, is hereby amended by adding 
the following paragraph to be included as a part thereof: 

(E) Notwithstanding the provisions of paragraph (C) hereof, this authoriza- 
tion shall be effective until and including April 1, 1942, as te the sale of prop- 
erties described in Exhibit A-5 to the said contract and retained under part 
I, B, of the contract, to the City of Albertville and to the Marshall-DeKalb 


Electric Cooperative under assignment made in accordance with part XIX 
of the contract. 


Order approving transfer of licenses for projects Nos. 731 and 794 (minor) 
and dismissing joint application for approval of transfer of license with respect 
to project No. 783 (minor) 


Alaska Pacific Salmon Conipany and P. E. Harris & Co. 
(Projects Nos. 731, 783, and 794) 
January 6, 1942 


Upon joint application filed December 11, 1940, by Alaska Pacific Salmon Com- 
pany and P. E. Harris & Co., of Seattle, Washington, for approval of transfer 
of licenses for projects Nos. 731, 783, and 794 from the former to the latter; and 

It appearing that: 

(a) On January 31, 1941, the Commission authorized surrender of the license 
for project No. 783; 

(b) The license for project No. 731, located on Gunnock Creek on Kupreanof 
Island, and affecting lands of the United States within the Tongass National 
Forest in the vicinity of Kake, First Judicial District, Territory of Alaska, which 
was originally issued to Sunny Point Packing Company September 22, 1926, for 
a ten-year period by the District Forester, Alaska District, was subsequently 
transferred to Alaska Pacific Salmon Corporation, and the Commission by its 
order of December 6, 1984, approved the transfer of the license to the present 
licensee ; 

(ce) The license for project No. 794, located on Margaret Creek, affecting lands 
of the United States within the Tongass National Forest in the vicinity of Port” 
Althorp, on Chichagof Island, Territory of Alaska, was originally issued to Deep 
Sea Salmon Company September 28, 1927, for a twenty-five year period; the 
project properties were on February 9, 1929, deeded to August Buschmann and 
Mathilde Buschmann, who on February 19, 1929, deeded them to Alaska Pacific 
Salmon Corporation, and the Commission, by its order of December 6, 1934, 
approved the transfer of the license for the project from the latter to the present 
licensee ; 

(d) P. E. Harris & Co. acquired all interests of Alaska Pacific Salmon Com- 
pany in the project properties under license as projects Nos. 731 and 794 by deeds 
dated December 2, 1940; 
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The Commission, having considered the joint application and the projects’ 
records, finds that: 

(1) The joint application, insofar as it pertains to project No. 783, should 
be dismissed ; 

(2) P. E. Harris & Co, is a corporation organized under the laws of the 
State of Washington and has submitted satisfactory evidence of compliance 
with all applicable territorial laws insofar as necessary for the operation 
of projects Nos. 731 and 794.as required by section 9 (b) of the Federal Power 
Act; 

(3) Approval of the transfer of the licenses for projects Nos. 731 and 794 will 
be consistent with the public interest ; and 

It is ordered that: 

(A) The joint application, insofar as it pertains to project No. 783, be and 
it is hereby dismissed ; 

(B) The transfer of the licenses for projects Nos. 731 and 794 from Alaska 
Pacific Salmon Company to P. E. Harris & Co. be and it is hereby approved, 
effective as of the date of conveyance of the project properties, and subject to 
the provisions of section 8 of the Act and section 9.3 of the Commission’s rules 
and regulations. 


Order approving reclassification of electric plant accounts, disposition of amounts 
in Account 100.5, electric plant acquisition adjustments, and disposition of 
amounts in Account 107, electric plant adjustments 


Blackstone Valley Gas & Electric Company 
January 13, 1942 


It appearing to the Commission that: 

(a) On December 29, 1938, Blackstone Valley Gas & Electric Company, here- 
inafter referred to as “company,” filed its proposed reclassification and original 
cost studies required by electric plant accounts instruction 2-D of the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees, 
effective January 1, 1937, and the Commission’s order of May 11, 1937; 

(bo) The Commission’s staff has made a field study of the company’s proposed 
reclassification and original cost studies of electric plant and has submitted a 
report entitled “Blackstone Valley Gas & Electric Company, Pawtucket, Rhode 
Island, Report on the Reclassification and Original Cost Studies of Hlectric 
Plant, as at January 1, 1937”; 

(c) The report of the Commission’s staff was transmitted to the company on 
June 4, 1940, with a request that the accounting adjustments indicated in the 
report be made, copies of the adjusting journal entries be submitted, a plan be 
submitted for the disposition of the amount established by the Commission’s 
staff in Account 100.5, electric plant acquisition adjustments, and that the com- 
pany indicate its concurrence in the plan of disposition proposed by the Commis- 
sion’s staff of the amount established by the staff in Account 107, electric plant 
adjustments ; 

(d@) As a result of correspondence and conferences between representatives 
of the company and the Commission’s staff and supplemental -studies by the 
company, the accounting adjustments and plan for disposition of the amounts 
established in Account 107, electric plant adjustments, as indicated in the report, 
were modified, and the company, under date of November 12, 1941, submitted 
proposed journal entries reflecting the accounting adjustments as modified and 
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the disposition of certain amounts established in Account 100.5, electric plant 
acquisition adjustments, and Account 107, electric plant adjustments, aggregat- 
ing $1,579,917.81 ; Be 

(e) The details of the items classified in Account 100.5, electric plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments, are as follows: 


Account 100.5: 


1. Acquisition adjustment applicable to the purchase of Paw- 
tucket Electric Lighting Company in 1896 





Account 107: 
. Oil-burning equipment in use at Jan. 1, 1937, previously 


tb 















written off to a special reserve account___.____________ (202, 240. 11) 
3. Garecorded: retinemneiittie si as he es 625, 925. 81 
4. Items previously classified in Account 301, organization_.__-_ 10, 884. 04 
5. Organization expense of predecessor companies__________ 29, 082. 45 
6. Franchise and consents of predecessor companies________ 4, 151. 76 
7. Bond discount and expense of predecessor companies._.._ 109, 249. 91 
8. Value assigned to securities of predecessor company in 

excess of value reflected on books of issuing company 

capitalized and not eliminated in merger__._.._.__._____ 278, 871. 78 
9. Appraisal write-up on books of predecessor company__.. 98, 549. 67 
16; Misctanees 0 ee 129. 60 


11. Gas plant property erroneously classified in electric plant. 178, 241.17 
12. Physical property not used or useful in electric operation__ 313, 138. 09 





tai erent eth tenting ena aeaahi emanates tcectacitit 1, 445, 984. 17 
— 


GER WII svi dete tie 1, 579, 917. 81 
(f) The company proposes to dispose of the foregoing items as follows: 















Te Account 250, reserve for depreciation 3_.._..__._____.________ $894, 199. 34 
TS DCO ZT i, CTE BN cise nisinessitiniaeternsinesenib tapas 194, 339. 21 
To Account 106, other utility: plant. ctw 178, 241. 17 


To Account 110, other physical property__.__.__._-__-_----_-___-__ 313, 138. 09 ' 





1, 579, 917. 81 

The Commission finds that: 

The proposed journal entries, and the plans for disposition of the amounts es- 
tablished in Account 100.5 and Account 107 described in paragraph (f) hereof, 
are in conformity with correct accounting principles and the Commission’s Uni- 
form System of Accounts prescribed for public utilities and licensees ; 

The Commission orders that: 

(A) The Company dispose of the amount of $1,579,917.81, established in Ac- 
count 107, electric plant adjustments, and Account 100.5, electric plant acquisi- 
tion adjustments, as described in paragraph (f), hereof; 

(B) The proposed journal entries submitted by the company reflecting the 
accounting adjustments and disposition of the amounts as they apply to Ac- 
counts 100.5 and 107 be and they are hereby approved. 










1 Represents portion of adjustments for which prior provision has been made in the 
reserve for depreciation through past accruals on book cost of plant. 
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Order dissolving stay and amending former order 
Alabama Power Company 
(Project No. 349) 
January 16, 1942 


Upon consideration of the record in this proceeding and the answer filed on 
December 31, 1941, by the above-named licensee of project No. 349, in response 
to paragraph (B) of the Commission’s order of December 12, 1941, requiring 
licensee : 

(i) To show cause in writing, under oath, why the accounting instructions and 
requirements eontained in paragraphs (A) to (1), inclusive, of the Commis- 
sion’s order of July 25, 1941, should not be made effective and enforced; and 

(ii) To submit to the Commission such accounting treatment as the licensee 
may propose for the disposition of disallowed items of claimed cost ; and 

It appearing to the Commission that: 

(a) The objections raised by licensee in its answer to the order to show cause 
in this proceeding are substantially the same as those previously considered and 
rejected by the Commission in its order of May 7, 1940, accompanying the opinion 
In the Matter of Northern States Power Company. (2 F. P. ©. 163), which 
order was affirmed upon review by the United States Circuit Court of Appeals for 
the Seventh Circuit (Northern States Power Co. v. Federal Power Commission, 
118 F. (2d) 141); 

(b) In its answer to the order te show cause licensee refers to and incorpo- 
rates by reference its application, filed on December 29, 1941, in the matter of 
Alabama Power Company, docket No. IT-5757, for approval of certain account- 
ing adjustments including the setting up of a capital surplus reserve of $3,738,- 
859.77 for compliance with paragraphs (H) and (I) of the Commission’s order 
of July 25, 1941; 

(c) The disallowed amounts ordinarily should be charged to earned surplus 
as provided in paragraphs (H) and (I) of the Commission’s order of July 25, 
1941; Provided, That any deficit thus created in earned surplus may be charged 
to capital surplus in an appropriate accounting reorganization ; 

(d@) The accounting adjustments proposed by licensee, including the setting 
up of the capital surplus reserve for complianct with paragraphs (H) and (1) of 
the Commission’s order of July 25, 1941, constitute an accounting reorganization 
in which all of the licensee’s earned surplus will be eliminated ; 

(e) By order of January 16, 1942, in the matter of Alabama Power Company, 
docket No. IT—5757, the Commission approved the licensee’s proposed accounting 
adjustments, with the reservations specified in said order, which is hereby re- 
ferred to and made a part hereof by reference ; 

The Commission finds that: 

(1) It is necessary under the circumstances here presented that paragraphs 
(H) and (1) of the Commission’s order of July 25, 1941, be amended as herein- 
after provided ; 

(2) No cause has been shown why the accounting instructions and requirements 
contained in paragraphs (A) to (I), inclusive, of the Commission's order of July 
25, 1941, as hereinafter amended, should not be made effective and enforced ; and 

The Commission orders that: 

(A) Paragraph (H) of the Commission’s order of July 25, 1941, be and the 
same hereby is amended to read as follows: 

“(H) The licensee remove from this project’s accounts and transfer to the 
capital surplus reserve account set up pursuant to paragraph (A) of the Com- 
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mission’s order of January 16, 1942, in the matter of Alabama Power Company, 
docket No, IT-5757, the amounts, totaling $2,230,181.53, listed in column (11) 
under the heading ‘Earned Surplas’ in the above tabulation ;” 

(B) Paragraph (1) of the Commission’s order. of July 25, 1941, be and the 
same hereby is amended to read as follows: 

“(1I) The licensee remove from this project’s accounts the $1,508,678.24 recorded 
as cost of the project as of December 31, 1927, and not claimed by licensee in its 
initial cost statement and transfer said amount of $1,508,678.24 to the capital 
surplus reserve set up pursuant to paragraph (A) of the Commission’s order of 
January 16, 1942, in the matter of Alabama Power Company docket No. I'T-5757, 
except in so far as and to the extent that said amount represents part of the 
cost of some physical property of licensee other than this project” ; 

(C) The stay of paragraphs (A) to (1), inclusive, of the Commission’s order 
of July 25, 1941, granted by paragraph (A) of the Commission’s order of Decem- 
ber 12, 1941, be and the same hereby is dissolved ; 

(D) Within sixty days of service of this order, licensee comply with the Com- 
mission’s order of July 25, 1941, as amended, and execute and submit to the 
Commission FPC Form No. 76 showing such compliance. 


Order to show cause, amending former order, staying former order as amended, 
and denying petition for rehearing 


Alabama Power Company 
(Project No. 618) 
January 16, 1942 


Upon consideration of petition for rehearing, filed on January 3, 1942, by the 
above named licensee for project No. 618, with respect to the Commission’s 
opinion and order of October 7, 1941, (2 F. P. C. 479), determining the actual 
legitimate original cost of said project and prescribing the accounting therefor, 
and the entire record in this proceeding; and 

It appearing to the Commission that: 

(a) On December 29, 1941, the licensee filed an application with the Commis- 
sion, in the matter of Alabama Power Company, docket No. IT-5757, which is 
hereby referred to and made a part hereof by reference, requesting approval of 
certain accounting adjustments including the setting up of a capital surplus 
reserve of $3,946,810.53 for compliance with paragraphs (G) and (H) of the 
Commission’s order of October 7, 1941; 

(b) The disallowed amounts ordinarily should be charged to earned surplus 
as provided in paragraphs (G) and (H) of the Commission’s order of October 7, 
1941; Provided, that any deficit thus created in earned surplus may be charged 
to capital surplus in an appropriate accounting reorganization ; 

(c) The accounting adjustments proposed by licensee, including the setting 
up of the capital surplus reserve for compliance with paragraphs (G) and (H) 
of the Commission’s order of October 7, 1941, constitute an accounting reorgan- 
ization in which all of the licensee’s earned surplus will be eliminated ; 

(d) By order of January 16, 1942, in the matter of Alabama Power Company, 
docket No. IT-5757, the Commission approved the licensee’s proposed accounting 
adjustments, with the reservations specified in said order, which is hereby 
referred to and made a part hereof by reference ; 
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The Commission finds that: 

It is necessary under the circumstances here presented that paragraphs (G) 
and (H) of the Commission’s order of October 7, 1941, be amended as hereinafter 
provided ; and 

The Commission orders that: 

(A) Paragraph (G) of the Commission’s order of October 7, 1941, be amended 
to read as follows: 

“(G) The licensee remove from this project’s accounts and transfer to the 
capital surplus reserve account set up pursuant to paragraph (B) of the Com- 
mission’s order of January 16, 1942, in the matter of Alabama Power Company, 
docket No. IT-5757, the amounts, totaling $3,820,674.66, listed in column (10) 
under the heading ‘Earned Surplus’ in the above tabulation ;” 

(B) Paragraph (H) of the Commission’s order of October 7, 1941, be amended 
to read as follows: 

“(H) The licensee remove from this project’s accounts the amount of $126,- 
135.87 (being the $126,310.87 recorded as cost of the project as of December 
31, 1929, and not claimed by licensee in its initial cost statement, reduced by 
$175.00 for licensee’s excess elimination recommended by the staff to be restored) 
and transfer said amount of $126,135.87 to the capital surplus reserve account 
set up pursuant to paragraph (B) of the Commission’s order of January 16, 
1942, in the matter of Alabama Power Company, docket No. IT-5757, except 
in so far as and to the extent that said amount represents part of the cost of some 
physical property of licensee other than this project ;” 

(C) Paragraphs (A) to (1), inclusive, of the Commission’s order of October 
7, 1941, as amended, be and they hereby are stayed until further order of the 
Commission ; 

(D) The licensee, Alabama Power Company, on or before February 1, 1942: 
(1) show cause in writing, under. oath, why the accounting instructions and 
requirements contained in said paragraphs (A) to (1), inclusive, of the Com- 
mission’s order of October 7, 1941, as amended, should not be made effective 
and enforced, and (2) submit to the Commission such accounting treatment as 
the licensee may propose for the disposition of disallowed items of claimed 
cost ; 


(E) The petition for rehearing filed on January 3, 1942, be and the same 
hereby is denied. 


Order approving accounting entries 
Alabama Power Company 
(Docket No. IT-5757) 
January 16, 1942 


It appearing to the Commission that: 

(a) Alabama Power Company, by application filed December 29, 1941, re- 
quests approval of the Commission of certain accounting adjustments which the 
company proposes to make in consummating a refunding of its bonded indebted- 
ness ; 

(b) The company proposes to credit to earned surplus $295,295.54, represent- 
ing the difference between the net cost of property sold in April 1941, to Southern 
Kraft Corporation, and the sale price thereof, thus increasing earned surplus 
as of October 31, 1941, from $2,952,059.93 to $3,247,355.47 ; 
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(c) The company proposes to charge the following to the earned surplus of 
$3,247,355.47 : 
(i) Dividends on preferred stock payable January 2 and Feb- 


8, 247, 355. 47 


(d) The company proposes to create a capital surplus of $31,145,371.15 as 
follows : 


(i) Reduction of common stock stated capital from $51,278,782 

to $20,762,500 or $5.50 per share. $30, 516, 282. 43 
(ii) Transfer of balance of earned surplus, as set forth in sub- 

paragraph (iii) of paragraph (c), supra 


Total 31, 145, 371. 15 


(e)The company proposes to charge the following to the capital surplus of 
$31,145,371.15 : 


(i) Transfer to preferred stock, to increase the stated capital 
represented by preferred stock to $100 per share, the 
liquidating value of such stock__- $553, 824. 21 
(ii) Transfer to a special surplus reserve for compliance with 
paragraphs (H) and (1) of the Commission’s order of 
July 25, 1941, with respect to the company’s Martin Dam 
Project No. 349 
(iii) Transfer to a special surplus reserve for compliance with 
paragraphs (G) and (H) of the Commission’s order of 
October 7, 1941, with respect to the company’s Jordan 
Dam Project No. 618 
(iv) Unrecorded retirements 
(v) Capital stock expense____......---..-..-.-..--.....- initia 
(vi) Promotion expenses and other items considered by the com- 
pany as properly includible in Account 107, electric plant 
adjustments 1, 590, 747. 15 
(vii) Difference between net book cost and sale price of facilities 
sold to Tennessee Valley Authority and others in the 
amount of $1,716,757.49 less net salvage of $208,885.27... 1, 507, 872. 22 
(viii) Transfer of balance of capital surplus as an unallocated 
credit to utility plant 17, 991, 728. 72 


$1, 145, 371. 15 


(f) The accounting adjustments specified in subparagraphs (ii), (iii), (iv), (v), 
(vi), (vii), and (viii) of paragraph (¢€), supra, require the approval of this 
Commission ; 

(g) The amounts disallowed by the Commission in the determination of the 
actual legitimate original cost of the company’s Martin Dam Project No. 349 and 
Jordan Dam Project No. 618 ordinarily should be charged to earned surplus 
instead of capital surplus as the company proposes in the accounting adjustments 
specified in subparagraphs (ii) and (iii) of paragraph (¢), supra; Provided, 

682231—44—-vol. 340 
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that any deficit thus created in earned surplus may be charged to capital surplus 
in an appropriate accounting reorganization ; 

(h) Unrecorded retirements ordinarily should be charged to depreciation re- 
serve instead of capital surplus as the company proposes in the adjustment speci- 
fied in subparagraph (iv) of paragraph (¢), supra, but the company’s deprecia- 
tion reserve is inadequate and will be increased $2,217,000.00 by the adjustment 
specified in subparagraph (ii) of paragraph (c), supra; 

(i) The difference between the net book cost and sale price of properties sold 
to the Tennessee Valley Authority and others, less net salvage, ordinarily should 
be charged to earned surplus instead of capital surplus as the company proposes 
in the adjustment specified in subparagraph (vii) of paragraph (¢), supra; Pro- 
vided, that any deficit thus created in earned surplus may be charged to capital 
surplus in an appropriate accounting reorganization ; 

(j) The company proposes to make the accounting adjustments in the manner 
specified inasmuch as under the orders of the Commission with respeet to the 
company’s Martin Dam Project No. 349 and Jordan Dam Project No. 618 there 
may be no available earned surplus for the payment of the preferred stock divi- 
dends specified in subparagraph (i) of paragraph (c) supra; 

(k) The accounting adjustments proposed by the company constitute an ac- 
counting reorganization eliminating all of its earned surplus; and such adjust- 
ments and the payment of the preferred stock dividends specified in subparagraph 
(i) ‘of paragraph (c), supra, have been approved by the Securities and Exchange 
Commission ; 

(1) On November 26, 1940, the company filed and submitted proposed reclassi- 
fication and original cost studies required by electric plant accounts instruction 
2-D of the Commission’s Uniform System of Accounts prescribed for public 
utilities and licensees, effective January 1, 1937; 

(m) The Commission’s staff has not completed its field study of the company’s 
reclassification and original cost studies ; 

The Commission finds that: 

The accounting adjustments specified in subparagraphs (ii), (iii), (iv), (v), 
(vi), (vii), and (viii) of paragraph (e), supra, although not in accordance with 
correct accounting, achieve a substantially correct result, and under the circum- 
stances should be approved ; Provided, that such approval is not to be construed 
as establishing a precedent with respect to the accounting principles involved ; 
Provided further, that such approval is not to be construed as in any way ap- 
proving the payment of the preferred stock dividends specified in subparagraph 
(i) of paragraph (c), supra; 

The Commission orders that: 

(A) The creation of a capital surplus reserve of $3,738,859.77 for compliance 
with paragraphs (H) and (1) of the Commission’s order of July 25, 1941, with 
respect to the company’s Martin Dam Project No. 349, as amended by the Com- 
mission’s order of January 16, 1942, be-and the same hereby is approved ; 

(B) The creation of a capital surplus reserve of $3,946,810.53 for compliance 
with paragraphs (G) and (H) of the Commission’s order of October 7, 1941, with 
respect to the company’s Jordan Dam Project No. 618, as amended by the Com- 
mission’s order of January 16, 1942, be and the same hereby is approved ; 

(C) The charging of $806,216.86 of unrecorded retirements to capital surplus 
be and the same hereby is approved ; 

(D) The charging of $1,509.311.69 of capital stock expense to capital surplus be 
and the same hereby is approved ; 
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(E) The charging of promotion expenses and other items totaling $1,590,747.15 
considered by the company as properly includible in Account 107, electrie plant 
adjustments, to capital surplus be and the same hereby is approved; 

(F) The charging of the $1,507,872.22 difference between the net book cost 
and sale price, less net salvage, of facilities sold to Tennessee Valley Authority 
and others to capital surplus be and the same hereby is approved ; 

(G) The transfer of $17,991,728.72 of capital surplus as an unallocated credit to 
utility plant be and the same hereby is approved ; 

(H) Permission granted herein shall not be construed as a finding with re- 
spect to the original cost of the properties of the company and it shall be without 
prejudice to a subsequent determination thereof and appropriate accounting ad- 
justments therefor, and shall not be construed as establishing a precedent with 
respect to the accounting principles involved, nor shall such approval be construed 
, as in any way approving the payment of the preferred stock dividends specified 
in subparagraph (i) of paragraph (c) supra. 





Uraer approving disposition of amounts in Accownt 100.5, electrie plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments 


El Paso Electric Company 










(Docket No. IT-5733) 
January 20, 1942 


It appearing to the Commission that: 
(a) On October 28, 1938, El Paso Electric Company, hereinafter referred to 
as “company,” filed and submitted its proposed reclassification and original 
cost studies required by electric plant accounts instruction 2—D of the Commis- 
sion’s Uniform System of Accounts prescribed for public utilities and licensees, 
effective January 1, 1937, anid the Commission's order of May 11, 1987; 
(b) The Commission’s staff has made a field study of the company’s proposed 
- reclassification and original cost studies of electric plant and has submitted a 
report entitled “El Paso Electric Company, Report on Reclassification and Orig- 
inal Cost Studies of Electric Plant as at January 1, 1987”; 

(c) The Commission’s staff report was transmitted to the company on No- 
vember 14, 1940, with a request that the accounting adjustments indicated in the 
report be made, copies of the adjusting journal entries be submitted, and plans 
be submitted for disposing of the amounts established by the Commission’s staff 
in Account 100.5, electric plant acquisition adjustments, and Account 107, elec- 
tric plant adjustments ; 

(d) As a result of correspondence and conferences between representatives 
of the company and the Commission’s staff, the adjustments recommended by 
the Commission's staff were modified and the company, under dates of Septem- 
ber 15, 1941, and November 28, 1941, submitted proposed journal entries reflect- 
ing the adjustments as modified and further submitted plans of disposition of the 
amounts established in Account 100.5, electric plant acquisition adjustments, and 

Account 107, electric plant adjustments ; 
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(e) The company proposes to dispose of the amount of $196,929.57 established 
in Account 100.5 by the Commission’s staff, as follows: 


To Accounts 250-253, reserve for depreciation, representing the 

amount of previous years’ accruals applicable to plant classi- 

fied in Account 100.5, electric plant acquisition adjustments_.__ $116, 308. 25 
To Account 271, earned surplus, representing the remainder of the 

amount classified in Account 100.5, not provided for in Accounts 

250-253, reserve for depreciation_._....__.-_---__...._____--__- 80, 621. 82 


ed ceetecdstenensint 4 acne tehe nigeria cnsedastianntbnh eben tctedn hatin Pal othe 196, 929. 57 


(f) The Company proposes to dispose of the amount of $43,335.00 established 
in Account 107, electric plant adjustments, by the Commission’s staff, as follows: 


To Account 271, earned surplus, representing intra-system write-up 


OR DOCUITEE: DEOROET serine nmin ates eA ak ed $55, 913. 12 
From Accounts 250-253, reserve for depreciation, representing cor- 
rections for over-retirements of electric plant__.__-_.___-_--___-_- (17, 348. 54) 
To Accounts 250-253, reserve for depreciation, representing correc- 
tion for under-retirements of electric plant__...._._.__.__-__-__-__ 4, 770. 42 
FI Bi icns shieinciniicmrarcirsnenct eh bat M eae ale hk Ak gh its Wiehe ebclhiradanteom gence sticolaceatse 43, 335. 00 


The Commission finds that: 

The proposed plans for disposition of the amounts established in Accounts 
100.5 and 107, described in paragraphs (e) and (f) hereof, are in conformity 
with correct accounting principles and the Commission’s Uniform System of 
Accounts prescribed for public utilities and licensees ; 

The Commission orders-that: 

(A) The company dispose of the amount of $196,929.57, established in Ac- 
count 100.5, electric plant acquisition adjustments, as described in paragraph (e) 
hereof ; 

(B) The company dispose of the amount of $43,335.00, established in Account 
107, electric plant adjustments, as described in paragraph (f) hereof; 

(C) The proposed journal entries submitted by the company on September 15, 
1941, and November 28, 1941, reflecting the accounting disposition of the amounts 
classified in Accounts 100.5 and 107 be and they are hereby approved. 


Order vacating suspension from practice before the Commission 


Investigation of Conduct of F. M. Durrance, C. D. Waterman and R. B. 
MacDonald 


January 22, 1942 


Upon motion of respondent, C. D. Waterman, requesting the Commission to 
vacate so much of its order of September 16, 1941, barring and prohibiting said 
respondent from practicing before this Commission, as provided in paragraph 
(B) of said order; and 

It appearing that: 

(a) Said respondent has tendered his apologies to the Commission for any 
conduct which the Commission may have considered as a violation of its rules 
or any acceptable standard of practice before it; and 
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(b) Said respondent has voluntarily assured the Commission that he will 
not, for a period of one year from September 16, 1941, directly or indirectly prac- 
tice or appear before the Commigsion, acting as counsel, attorney, representative, 
or agent (of record or otherwise), for any person having any official business 
to conduct with the Commission, or aid or assist any person in the preparation 
or the prosecution of any matter or proceedings before the Commission, or 
before any regional office or division of the Commission ; 

The Commission finds that: 

It is appropriate to grant the request of said respondent upon the conditions 
set forth in said motion; 

The Commission therefore orders that: 

So much of its order of September 16, 1941, barring and prohibiting respond- 
ent Waterman from practicing before said Commission as provided in paragraph 
(B) of said order, be and the same is hereby vacated. 


Order granting leave to file amendment to petition and directing that answer 
thereto be made at a public hearing 


Public Service Commission of Indiana v. Panhandle Eastern Pipe Line Company, 
Michigan Gas Transmission Corporation and Northern Indiana Public Service 
Company 


(Docket No. G-217) 
January 22, 1942 


It appearing to the Commission that: 

(a) On January 13, 1942, the Public Service Commission of Retin, petitioner 
herein, filed an amendment to its original petition in this matter, which amend- 
ment alleges in substance that if the words “in Indiana” as contained in section 
5, Article II of Michigan Gas Transmission Corporation rate schedule FPC No. 
11, to which reference was made in the said original petition, were eliminated 
therefrom, the only consumers served by the Northern Indiana Public Service 
Company who might derive benefits therefrom would be those located in the cities 
of Decatur, Ossian, and Preble, Indiana; that consumers served by said Northern 
Indiana Public Service Company in the cities of Fort Wayne, Huntington, Colum- 
bia City, Bluffton, and South Whitley, Indiana, would be denied the advantages of 
the lesser priced gas which may. be made available to said Northern Indiana 
Public Service Company, as set forth in said original petition, that the cost of 
gas to said Northern Indiana Public Service Company for resale to consumers in 
the cities of Decatur, Ossian, and Preble located within 25 miles of the newly 
discovered natural gas fields mentioned in said petition would be different from 
the cost of gas to said company for resale to consumers located in other cities in 
the State of Indiana, and would result in different rates to each said group of 
municipalities; that such differences would result solely from the following lan- 
guage in section 5, Article II of said Michigan Gas Transmission Corporation 
rate schedule FPC No. 11, “—up to the amount of the needs of Buyer (Northern 
Indiana Public Service Company) for supplying the gas requirements of its cus- 
tomers in and adjacent to such one or more of the municipalities being supplied 
gas hereunder that are within the aforesaid distance (25 miles) from such field 
or fields” ; that “said difference has no basis in reason, fact, or operation, and no 
cause or justification having any bearing whatever upon efficiency, facility or econ- 
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omic operation of natural gas transmission and would therefore be unfair, un- 
just, and discriminatory”; that in such respects said rate schedule FPC No. 11 
is unfair, unjust, capricious, arbitrary and discriminatory ; 

(b). On January 13, 1942, said Public Service Commission of Indiana filed proof 
of service of said amendment to its petition upon the Panhandle Eastern Pipe Line 
Company, Michigan Gas Transmission Corporation, and Northern Indiana Pub- 
lic Service Company, respondents ; 

The Commission orders that: 

(A) The Public Service Commission of Indiana be and it is hereby granted 
leave to file the amendment! described in paragraph (a) hereof to its original 
petition in this matter ; 

(B) Panhandle Eastern Pipe Line Company, Michigan Gas Transmission Cor- 
poration, and Northern Indiana Public Service Company shall be heard in 
answer to said amendment. to such petition at the public hearing heretofore 
ordered to be held in this proceeding. 


Order determining actual legitimate original cost and prescribing accounting 
therefor 


Henry Ford & Son, Inc. 
(Project No. 13) 
January 27, 1942 


The Commission, having under consideration the matter of determination of 
actual legitimate original cost as of October 31, 1923, of project No. 13; and 

It appearing to the Commission that: 

(a) The statement of claimed cost as of October 31, 1923, of project No. 13 shows 
a net balance of $1,762,386.60 ; 

(b) No daim has been made by licensee for interest during construction on 
funds expended for project purposes; 

(c) After consideration of the formal acceptance executed by the licensee 
under date of December 24, 1941, the actual legitimate original cost of Project 
No. 13 as of October 31, 1923, is as shown in the following tabular statement: 





Account 








No. | Account title Amount 

I. INTANGIBLE FIXED CAPITAL 
21 ee he cata ibetalth Reiley Said cs ie nen esheets bile ies aaa aalbaie adil taal $210. 45 
23 Miscellaneous intangible capital... .........-....-...-----.-.+---+--.--------- 3, 626. 74 

Il. TANGIBLE FIXED CAPITAL 
Production capital: 

I on ens 0 wo din enneoubiatphnmnbuiisndinnesseeil 696, 398. 69 
26 Reservoirs, dams, and intakes_-_...................-.-.-------4-----..---- 34, 201. 51 
29 Forebays, penstocks, and tailraces_...........<..-.-...-.----.------...--- 415, 163. 78 
31 Water turbines and water wheels__-.-.........-..----.-.---.---------.--- 263, 333. 26 
32 ee CE, os, . cap hike hk iss cnine dnb~ dep osceeb seseondevgestn 347, 999. 49 
34 Miscellaneous power plant equipment_-_-___..........--....--.---.---:---- 1, 452. 68 
ae a $1, 762, 386. 60 





The Commission finds that: 
The actual legitimate original cost of project No. 13 as of October 31, 1928; 
was $1,762,386.60; and 
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The Commission orders that: 

(A) The licensee established and maintain control accounts with reference to 
this project showing a total debit balance in its fixed capital accowuts, of 
$1,762,386.60 as the actual legitimate original cost of this project as of October 
31, 1923; 

(B) The licensee establish and maintain subsidiary ledger sheets or accounts 
showing and substantiating all entries in such control accounts and classifying 
the total for fixed capital in appropriate detail ; 

(C) Within ninety (90) day of service of this order, the licensee comply 
therewith and execute and submit to the Commission FPC Form No. 76 showing 
such compliance. 


Order dismissing motion for stay 
The Hartford Hlectric Light Company 
(Docket No. IT-—5560) 
January 27, 1942 


Upon further consideration of the record in the above-entitled matter ; 

It appearing that: 

The Hartford Electric Light Company has not submitted the data in support 
of its motion filed November 13, 1941, for stay of the Commission’s order of 
October 21, 1941, as required by the Coramission’s Order Directing Submission of 
Data in Support of Motion for Stay adopted December 12, 1941 ; 

The Commission orders that: 

The said motion for stay is hereby dismissed. 


Order authorizing merger or consolidation of facilities and issue of unsecured 
purchase money notes 


Montana-Dakota Utilities Co. 
(Docket No. IT-5741) 
January 27, 1942 


Montana-Dakota Utilities Co. (hereinafter called the applicant), a corpora- 
tion having its principal business office at 831 Second Avenue South, Minneapolis, 
Minnesota, on October 27, 1941, applied for an order, pursuant to sections 203 
and 204 of the Federal Power Act, authorizing it to merge and consolidate its 
facilities with certain facilities of Mountain States Power Company and to issue 
two unsecured purchase money notes. Thereafter, on November 17, 1941, appli- 
cant filed additional information in support of the application, and on January 
10, 1942,.filed a further amendment.to its.application. 

It appears from the application as supplemented and amended and the record 
thereon that: 

(a) The applicant proposes to acquire from Mountain States Power Company 
under a contract dated October 22, 1941, certain electric utility properties com- 
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prising the Mountain States Power Company’s Forsyth District, consisting prin- 
cipally of-the following facilities, all as more fully described in the application : 

(i) An electric transmission line 36 miles in length of 33,000-volt, wood: pole 
contruction, with one 8-phase, 60-cycle circuit of #4 bare copper wire, extend- 
ing from an interconnection with the transmission line of the applicant south- 
west of Miles City to Hathaway, Rosebud, and Forsyth, Montana, and step- 
down substations, transformers and equipment. 

(ii) Electric distribution systems in and adjacent to Forsyth, Rosebud, and 
Hathaway, all in the State of Montana. 

(iii) |\A stand-by steam generating station of 420-kw capacity located on a 
site leased from the Northern Pacific Railway Company at Forsyth. This plant 
is obsolete, not in use, and will be dismantled after acquisition. The building 
in which the generating equipment is housed will be used as a warehouse, for 
which it is suitable. 

(b) The electric properties of the Mountain States Power Company, which 
applicant proposes to acquire, are interconnected with the properties of, and 
are supplied with electric energy generated by the applicant. No change in 
the supply of electric energy is contemplated. The applicant has publicly an- 
nounced that, upon approval of the purchase, certain reduced rates will immedi- 
ately be made available. 

(c) In payment for said properties applicant proposes to issue to Mountain 
States Power Company two unsecured purchase money notes having a face 
value of $80,000 each, payable in three equal installments on or before April 1, 
1943, January 1, 1944, and October 1, 1944, respectively, and bearing interest at 
the rate of 244% per annum. 

(d) The proposed purchase price will exceed the original cost of the facilities 
which applicant proposes to purchase and maintain in service, and will, of 
course, exceed to an even greater degree the depreciated original cost of those 
facilities. 

(e) By its amendment filed January 10, 1942, applicant stipulated and agreed 
that, in the event of the approval of its application, it will make, with respect 
to the transactions referred to in such application, such accounting disposition 
of charges on its books to Account 100.1, electric plant in service, Subaccount 
891, electric plant purchased, as the Federal Power Commission shall direct, 
including amortization of amount charged to Account 100.5, electric plant ac- 
quisition adjustments, over a period of not more than 10 years by charge to 
such account or accounts as the Commission shall direct. 

(f) Written notices of the application have been duly given to the Public 
Service Commission of Wyoming, the Public Service Commission of North Dakota, 
the Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of Minnesota, and 
to the Governor of each of those States. Notice of the application was duly 
published in the Federal Register on October 30, 1941, requesting any person 
desiring to be heard or to make any protest in reference to the said application to 
file a petition or protest on or before November 12, 1941. No protest, petition, or 
request to be heard in opposition to the granting of said application has been 
received. 

(g) The Public Utilities Commissioner of Oregon and the Department of 
Public Service of Washington, on applications filed by Mountain States Power 
Company, have issued orders approving the proposed sale by that company. 

Upon consideration of the application as supplemented and amended and of 
the record thereon; and of the annual reports (Form F. P. C. No. 1) and power 
system statements (Form F. P. C. No. 64) for the year 1940, of the applicant 
and of the Mountain States Power Company, the Commission finds that: 
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(1) The applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware, and is engaged in the electric and natural 
gas utility business in the states of Montana, North Dakota, and South Dakota, 
and in the gas utility business in the State of Wyoming. 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the states of North Dakota and Montana, and consumed, by persons other than 
the transmitter thereof, at points outside the state from which it is transmitted. 
The applicant also owns and operates facilities in the State of North Dakota for 
the transmission of electric energy from that state, which energy is consumed, 
by persons other than the transmitter thereof, at points in the Province of 
Saskatchewan, Dominion of Canada. The applicant is, therefore, a public 
utility within the meaning of that term as used in sections 208 and 204 of the 
Federal Power Act. 

(3) By the proposed acquisition of facilities the applicant will directly or 
indirectly merge or consolidate facilities owned and operated by it, subject to 
the jurisdiction of this Commission under the Federal Power Act, with facilities 
of the Mountain States Power Company for the transmission of electric energy. 
Sueh proposed acquisition is, therefore, subject to the provisions of section 203 
of the Federal Power Act. 

(4) The proposed issue of unsecured purchase money notes will constitute 
the issue of securities within the purview of section 204 of the Federal Power 
Act. 

(5) Of the states referred to in paragraph (1) above, only the State of 
North Dakota has any law under which the proposed issue of securities is regu- 
lated by a state commission. The applicant is, therefore, not organized and 
operating in a state under the laws of which its security issues are regulated 
by a state commission within the meaning of section 204 (f) of the Federal 
Power Act, and the proposed issue of the purchase money notes is therefore not 
exempted by that section from the other provisions of section 204 of said Act. 

(6) The issue of the notes as proposed will not result in the capitalization 
of the right to be a corporation or of any franchise, permit or contract for con- 
solidation, merger, or lease in excess of the amount (exclusive of any tax, or 
annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract. 

(7) The applicant is not shown to be subject to the requirements of the 
Public Utility Holding Company Act of 1985, or of a rule, regulation or order 
thereunder in respect of the proposed issue of the notes, and such issue is 
therefore, not exempted by section 318 of the Federal Power Act from the 
provisions of section 204 of that Act. 

(8) The terms of the proposed transaction were arrived at by arm’s length 
bargaining. 

(9) The proposed acquisition -of facilities as hereinafter authorized and ap- 
proved will tend to advance the integration and coordination in the public interest 
of the facilities involved; by effecting a consolidation of operations will result 
in operating economies which will permit rate reductions that the applicant has 
undertaken to make; and will further result in improved and expanded service 
to consumers. 

(10) Estimated return on the purchase price of the aforesaid facilities giving 
effect to the aforesaid rate reductions will be such as not to impose a financial 
burden on other operations of the applicant to the detriment of consumers or 
investors. 

(11) The proposed acquisition of facilities as hereinafter authorized and 
approved will be consistent with the public interest, 
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(12) The proposed issue of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders that: 

(A) The proposed acquisition of facilities and the proposed issue of notes 
are hereby authorized and approved upon the terms and conditions and for 
the purposes set forth in the application, and subject to the terms of this order. 

(B) Nothing in this order shall be deemed as authorizing or approving appli- 
cant’s proposed method of accounting for depreciation or its proposal to charge 
amounts to miscellaneous intangible plant, or as waiving any requirements of the 
Uniform System of Accounts. 

(C) Applicant shall account for the acquisition in accordance with the pro- 
visions of the Commission’s Uniform System of Accounts for public utilities 
and licensees provided that any amounts properly includible in Account 100.5 
shall be amortized over a period not to exceed ten years by charges to Account 
537, miscellaneous amortization. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission, or any other regulatory body, with respect to rates, service, accounts, 
valuations, estimates or determinations of costs, or any other matter whatsvever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of costs, or any valuation of property claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to the security to which this order 
relates. 

(F) This authorization shall expire unless acted upon within sixty days after 
the entry of: this.order. 

(G) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations, and shall 
file proposed journal entries within six months from the date of consummation 
of the proposed acquisition as required by the provisions of the Commission’s 
Uniform System of Accounts. Nothing in this order shall be construed as re- 
lieving Mountain States Power Company from the requirement of filing its pro- 
posed journal entries within said period of six months as required by that sys- 
tem of accounts. 


Order approving disposition of amounts in Account 100.5, electric plant acquisi- 
tion adjustments, and in Account 107, electric plant adjustments 
Northwestern Illinois Utilities 
(Docket No. I'T-5759) 

January 27, 1942 


It appearing to the Commission that: 

(a) On December 1, 1941, Northwestern Dllinois Utilities filed its proposed re- 
classification and original cost studies required by electric plant accounts instruc- 
tion 2-D of the Commission’s Uniform System of Accounts prescribed for public 
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utilities and licensees, effective January 1, 1987, and the Commission's order of 
May 11, 1987; 

(b) By letter dated January 138, 1942, the company was notified that its reclas- 
sification and original cost studies had been accepted for filing, “but” that “such 
acceptance under no circumstances shall be construed as approving the figures 
contained therein; on the contrary, the Commission reserves the full right at 
any time in the future to make such examination and analysis of the study sub- 
mitted, including an examination of the books of accounts and other documents 
in the possession of the company as it may deem warranted, and to order such 

r. adjusting entries as may be appropriate” ; 
»pli- (c) The following summary reflects the results of the company’s reclassi- 
arge fication : 


the Title of account Amount 
100 LBlectric plant: 


pro- 100. 1 Electric plant in service. 
ities 100.3 Construction work in progress 
100.5 100.5 Electric plant acquisition adjustments 
ount 
Total electric plant 
this Electric plant adjustments 
unts,. 
ever Total Accounts 100-107 
and Other utility plant 
ssion 
imed@ Total utility plant 
(d) On January 2, 1942, Northwestern Illinois Utilities filed with the Com- 
vliga- mission an application for authority to dispose of the amounts included in Ac- 
order count 100.5, electric plant acquisition adjustments, and Account 107, electric 
plant adjustments ; 

(e) Northwestern Illinois Utilities. proposes. to set up the sum of $700,318.77 
in Account 258, reserve for contingencies, to provide for, (1) the disposition of 
ereot the amount of $225,810.64 established in Account 100.5, electric plant acquisition 
shall adjustments, (2) the amount of $324,239.19 of gas and telephone plant acquisi- 
ation tion adjustments established in Account 108, other utility plants, (3) expenses 
sion’s resulting from its original cost study, (4) losses on sales or retirements of its 
as re- property and, (5) deficiencies in its depreciation reserves ; 

s pro- (f) Northwestern Illinois Utilities proposes to establish the $700,318.77 in Ac- 
t sys- count 258, reserve for contingencies, by 


after 


(i) Appropriations of all earned surplus as of January 1, 


quisi- (ii) Reduction of common capital stock outstanding from 
$619,310. 00 to $400,000.00 through contribution by the stock- 
holder 219, 310. 00 


$91, 636. 16 
232, 603. 03 


sed re- 324, 239. 19 


nstruc- $29, 657. 36 
public 


71, 313, 05 
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(g) Northwestern Illinois Utilities proposes to dispose of the electric ($225,- 
810.64), gas ($91,686.16) and telephone ($232,603.03) plant acquisition adjust- 
ments set forth in paragraph (c) hereof as follows: 


To Account 258, reserve for contingencies : 


I Neri caiat tot encanta pee ecageih deecipncbeteastiniadenieadhidnigp ela antes $208, 676. 61 
a a Oates 79, 033. 13 
I aici te ccotéomedcintichiialad canara nen wiisiatnorabsinssie 182, 585. 63 
$470, 295. 37 
To Account 252, reserve for amortization of utility plant acquisition 
adjustments :? 
I itch sce nach soije olin chsniibadiccarinnshebispameiermne-giinteibiasiied $17, 134. 08 
Oe aN a ote ade son apa inlbettih incertscphemhanee tients 12, 603. 03 
Saeki hati tnd cstnsernses eco bitoni te cnnessdhlaica me Age _. 50,017.40 
79, 754. 46 
lili salah anise aca Relea ele ett laeaee ee 550, 049. 83 


(h) Northwestern Illinois Utilities proposes to dispose of electric gas and 
telephone plant adjustments set forth in paragraph (c) hereof and consisting 
of unrecorded retirements as follows: 


To Account 250, reserve for depreciation : 


I re eg ee Seeing mola s dhs teah tp aigemnerubaeasieie mend $83, 192. 83 
aah i Se ghee ashen ci ce aan ta tpenncnin ek atone eto 29, 657. 36 
IID aoocenechche-ttidetinesckcesiapcp eto asseain dels toesdsioen Seppo sae gtelinin wachacle ona 41, 655. 69 

bet ee eh ha cease ees ech el 154, 505. 88 


(i) The Commission’s staff has made no field study of Northwestern Illinois 
Utilities’ reclassification of accounts and original cost studies; 

The Commission finds that: 

The plans for disposition of the amounts relating to electric plant and estab- 
lished in Account 100.5, electric plant acquisition adjustments, and Account 107, 
electric plant adjustments, described in paragraphs (g) and (h) hereof, are 
in conformity with correct accounting principles and the Commission’s Uniform 
System of Accounts prescribed for public utilities and licensees; 

The Commission orders that: 

(A) Northwestern Illinois Utilities dispose-of the amount of $225,810.64 estab- 
lished in Account 100.5, electric plant acquisition adjustments, as described in 
paragraph (g) hereof; 

(B) Northwestern Illinois Utilities dispose of the amount of $83,192.83 estab- 
lished in Account 107, electric plant adjustments, as described in paragraph (h) 
hereof; 

(C) The proposed journal entries reflecting the disposition of the amounts 
established in Account 100.5, electric plant acquisition adjustments, and Account 
107, electric plant adjustments, be and they are hereby approved ; 

(IQ) The permission granted herein shall not be construed as a finding with 
respect to the original cost of the properties of Northwestern Illinois Utilities 
nor as a waiver of the reservation referred to in paragraph (0b) above. 





?The company previously established a credit amount in Account 252 of $79,754.46 
through transfer from the reserve for depreciation of that portion of such revenue balance 
as was found applicable to the plant acquisition adjustments. 
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Order to show cause and firing date of hearing 


Superior Water, Light & Power Company 


(Docket No. IT-5765) 
January 27, 1942 


It appearing to the Commission that: 

(a) Blectric plant accounts instruction 2-D of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees requires all 
public utilities to submit reclassification and original cost studies; 

(b) Superior Water Light & Power Company (hereinafter referred to as 
Superior) is engaged in the transmission and sale at wholesale of electric energy 
in interstate commerce and may be, therefore, a public utility within the meaning 
of the Federal Power Act subject to the jurisdiction of the Commission ; 

(c) Superior has failed to file’'with the Federal Power Commission reclassifica- 
tion of accounts and original cost studies required by the Commission’s Uniform 
System of Accounts ; 

(d) Superior has filed a reclassification of accounts and original cost studies 
with the Public Service Commission of Wisconsin under the requirements of the 
system of accounts prescribed by that Commission ; 

(e) The staff of the Wisconsin Commission has made a field study of Superior’s 
proposed reclassification of accounts and original cost studies and has submitted 
a report in which adjustments of the accounts of Superior are recominended ; 

(f) The report of the staff of the Wisconsin Commission has been served upon 
Superior and the Wisconsin Commission has ordered that a hearing be held on 
March 9, 1942, with respect to the studies filed by Superior and the accounting 
adjustments recommended by that commission's staff (Wisconsin Commission 
docket 2—U-—1569) ; 

(g) The staff of the Federal Power Commission has reviewed the studies 
filed by Superior and the report of the Wisconsin Commission’s staff ; 

(hk) As a result of the studies made by the Federal Power Commission’s staff 
it has been recommended by the staff that in the reclassification of accounts and 
original cost studies to be filed by Superior with this Commission, Superior sub- 
mit a plan for the disposition of an amount of $300,000 classified in Account 107, 
electric plant adjustments, representing common stock issued for franchises at 
organization, and reflect adjustments to its accunts in the following respects: 

(i) Make an adjusting journal entry on its books as follows: 


Debit 


Electric plant in service 
Gas plant in service 
Water plant in service 
Electric plant adjustments 
Gas plant adjustments 
Water plant adjustments 
Unclassified plant 


(ii) Dispose of an amount of $7,710.74 classified in Account 107, electric 
plant adjustments, representing unrecorded retirements, by a charge to Account 
250, reserve for depreciation ; 
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(iii) Dispose of a credit amount of $9,989.91 classified in Account 107, electric 
plant adjustments, representing contributed property, by a transfer to Account 
265, contributions in aid of construction ; 

(iv) Dispose of an amount of $1,039.88 classified in Account 107, electric 
plant adjustments, representing miscellaneous improper charges to plant account, 
by a charge to Account 271, earned surplus; 

(v) Dispose of an amount of $39,323.50 classified in Account 107, electric plant 
adjustments, representing discount and expense on bonds retired, by a charge 
to Account 271, earned surplus; and 

(vi) Dispose of a credit amount of $4,197.61 classified in Account 107, elec- 
tric plant adjustments, representing interest during construction in lieu of bond 
discount eliminated, by a transfer to Account 271, earned surplus ; 

The Commission orders that: 

(A) Superior show cause, if any there be, at a public hearing on March 9, 
1942, at 10:00 a. m., in the Hearing Room of the Public Service Commission of 
Wisconsin in the State Office Building, Madison, Wisconsin, why the Federal 
Power Commission should not by order require Superior (a) to file reclassification 
of accounts and original cost studies, reflecting the accounting adjustments in 
said studies, and (b) to dispose of the $300,000, classified in Account 107, repre- 
senting common stock issued for franchises at organization, in accordance with 
the evidence adduced at the hearing; all as more fully set forth in paragraph 
{h) hereof; 

(B) The Secretary, in accordance with the provisions of Part 39, section 39.4 
of the Commission’s Rules of Practice and Regulations, communicate this Com- 
mission’s determination to the Public Service Commission of Wisconsin that a 
joint hearing in the above-entitled matter is desirable, in view of the similarity 
of the issues involved herein and in the matter pending before the Wisconsin 
Commission as above noted. 





Order to show cause and fixing date of hearing 
Northern Power Company 
(Docket No. IT-5766) 
January 27, 1942 


It appearing to the Commission that: 

(a) Northern Power Company (hereinafter referred to as Northern) has 
filed with the Federal Power Commission its proposed reelassification and orig- 
inal cost studies, as required by electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts prescribed for public utilities and 
licensees, effective January 1, 1987, and the Federal Power Commission’s order 
of-May 11, 1987; 

(b) Northern has also filed similar reclassification and original cost studies 
with the Public Service Commission of Wisconsin, under the requirements of 
the system of accounts prescribed by that commission ; 

(c) The staff of the Wisconsin Commission has made a field study of North- 
ern’s proposed reclassification and original cost studies, filed with that commis- 
sion by Northern, and has submitted a report in which certain adjustments of 
the accounts of Northern are recommended ; 

(d) The report of the staff of the Wisconsin Commission has been served 
upon Northern and that commission has ordered that a hearing be held on 
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March 9, 1942, with respect to the studies filed by Northern and the accounting 
adjustments recommended by that commission’s staff (Wisconsin Commission 
docket 2-U-1556) ; ss 

(e) The staff of the Federal Power Commission has reviewed the studies 
filed by Northern with the Commission and the report of the Wisconsin 
Commission’s staff ; 

(f) As a result of the studies made by the staff of the Federal Power Com- 
mission, it has been recommended by the staff that Northern be ordered to sub- 
mit a plan for the disposition of an amount of $273,067.45 classified in Account 
107, electric plant adjustments, representing profits to an associated company, 
and to adjust its accounts in the following respects: 

(1) Make an adjusting entry on its books crediting Account 100.1, electric 
plant in service, with an amount of $313,625.71 and charging Account 107, elec- 
tric plant adjustments, with $312,423.84 and Account 110, other physical property, 
with $1,201.87; 

(2) Dispose of an amount of $40,279.86 classified in Account 107, representing 
unrecorded retirements by charging $23,284.76 to Account 250, reserve for depre- 
ciation, extinguishing the balance in that account; charging $746.24 representing 
salvage materials, to Account 131, materials and supplies; and charging the 
balance of $16,248.86 to Account 271, earned surplus ; 

(3) Dispose of a credit amount of $1,082.33 classified in Account 107, repre- 
senting contributed property, by a transfer to Account 265, contributions in aid 
of construction; and 

(4) Dispose of an amount of $158.86 classified in Account 107, representing 
miscellaneous improper charges to plant, by a charge to Account 271, earned 
surplus; 

The Commission orders that: 

(A) Northern Power Company show cause, if any there be, at a public hearing 
to be held on March 9, 1942, at 10:00 a. m, in the Hearing Room of the Public 
Service Commission of Wisconsin in the State Office Building, Madison, Wiscon- 
sin, why the Commission should not by order require Northern to ‘adjust its 
accounts in accordance with the recommendations of the Commission’s staff and to 
dispose of the amount of $273,067.45 in accordance with evidence adduced at 
such public hearing; 

(B) The Secretary, in aceordance with the provisions of Part 39, section 39.4 
of the Commission’s Rules of Practice and Regulations, communicate this Com- 
mission’s determination to the Publie Service Commission of Wisconsin that a 
joint hearing in the above-entitled matter is desirable in view of the similarity 


of the issues involved herein and in the matter pending before the Wisconsin 
Commission as above noted. 


Order modifying order authorizing transmission of electric energy to Mewico 


B and P Bridge Company of Weslaco and Central Power and Light Company 


(Docket No. IT-5375) 
January 30, 1942 


It appearing to the Commission that: 
(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission by 
order adopted February 21, 1936, authorized B and P Bridge Company of Weslaco, 
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a Texas corporation with principal offices in Hidalgo, Texas, to transmit electrie 
energy from a point in the State of Texas to a point on the international boundary 
line, United States and Mexico adjacent to Rio Rico, Tamaulipas, Mexico ; 

(b) On January 1, 1942, Central Power and Light Company, a Massachusetts 
corporation, with permit to do business in the State of Texas, having offices at 
Corpus Christi, Texas, filed an application for joinder in the aforesaid authoriza- 
tion granted by the Commission to B and P Bridge Company of Weslaco ; 

(c) On August 11, 1941, B and P Bridge Company of Weslaco accepted the 
terms and conditions of a Presidential Permit for the operation, maintenance and 
connection at the border of the United States of facilities for the transmission of 
electric energy to the Republic of Mexico, signed by the President of the United 
States on August 30, 1941; 

The Commission finds that: 

(1) Central Power and Light Company is a necessary party to the authoriza- 
tion granted to B and P Bridge Company on February 21, 1936; 

(2) It will be to the public interest and will more adequately protect the 
sufficiency of the supply of electric energy within the United States to limit 
the amount of electric energy authorized by the aforesaid order adopted Feb- 
ruary 21, 1936, to be transmitted to Mexico, as hereinafter provided ; and 

It is ordered that: 

(A) The aforesaid order of February 21, 1936, be and it is hereby moditied 
to include Central Power and Light Company as a joint party to the authoriza- 
tion granted thereunder ; 

(B) The aforesaid authorization be and it is hereby modified to limit the 
amount of electric energy authorized to be transmitted from the United States 
to Mexico by B and P Bridge Company of Weslaco and Central Power and 
Light Company (bereinafter referred to as the companies) to 10,000 kilowatt- 
hours per year at a rate not to exceed 5 kilowatts; 

(C) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall be subject to the authority reserved in the Commission : 

(i) To require from the companies such reports with respect to such trans- 
mission as may reasonably be required in the administration of the Act; 

(ii) To modify or terminate this authorization in accordance with the pro- 
visions of the Act after notice to the companies ; 

(D) The aforesaid authorization shall not deprive any State, State regulatory 
commission, or the Republic of Mexico, of the exercise of the lawful authority 
vested in such State, State regulatory commission,‘ or the Republic of Mexico, 
over the companies ; 

(E) The aforesaid authorization shall not be construed as an acquiescence 
by the Commission in any valuation of property, rate schedules, or in any 
operating statements claimed or asserted herein by the companies; 

(F) The aforesaid authorization shall terminate upon the termination of 
the Presidential Permit, signed by the President of the United States on 
August 30, 1941, subject, however, to renewal of the authorization upon a 
finding by the Commission that such renewal is not inconsistent with the 
public interest ; 

(G) The aforesaid Presidential Permit shall be released by the Commis- 
sion simultaneously with the delivery of this order. 
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Denial of application filed under balance sheet accounts instruction 6-E 
West Penn Power Company 
(Docket No. IT-5739) 
February 3, 1942 


Upon application of West Penn Power Company (hereinafter sometimes re- 
ferred to as applicant) filed October 16, 1941, pursuant to balance sheet accounts 
instruction 6-E of the Commission’s Uniform System of Accounts prescribed for 
public utilities and licensees, for permission to continue the amortization of 
unamortized debt discount and expense, associated with certain issues of bonds 
which have been refunded, over the intended original life of such issues; 

It appearing to the Commission that: 

(a) In July, 1931, applicant issued and sold Series H bonds, part of the 
proceeds of which were used to redeem Series F bonds, previously issued and 
sold by applicant ; 

(b) On August 26, 1938, applicant issued and sold Series J bonds, part of 
the proceeds of which were used to redeem Series H bonds, mentioned above; 

(c) Of the total unamortized debt discount and expense transferred from 
Series H bonds to Series J bonds, the sum of $1,829,505.67 was on December 31, 
1940, the unamortized balance thereof ; 

(d) Such balance represented the following : 


(i) Unamortized discount on Series F bonds being amortized to 

1953, the original intended life of Series F bonds $357, 611. 45 
(ii) Unamortized premium paid on redemption of Series F bonds 

and duplicate interest thereon being amortized to 1961, the 

original intended life of Series H bonds $318, 115. 47 
(iii) Unamortized discount and expense of Series H bonds being 

amortized to 1961, the original intended life of Series 


(iv) Unamortized premium paid upon the redemption of Series H 
bonds and the duplicate interest thereon being amortized to 
1968, the life of Series J bonds 


(e) The foregoing schedule of amortization of unamortized debt discount, 
expense and call premium has never been previously submitted to the Commis- 
sion or authorized by it; 

(f) Applicant seeks permission to continue its amortization of said amounts 
in accordance with the above schedule; 

The Commission, having considered said application and other matters of 
record, finds that: 

(1) Applicant owns and operates facilities for the transmission of electric 
energy in interstate commerce and for the sale of electric energy at wholesale 
in interstate commerce, is engaged in the business of such transmission and 
sale and is, therefore, a public utility within the meaning of the Federal Power 
Act; 

(2) Applicant’s existing plan of amortization of the above amounts of un- 
amortized debt discount, expense and call premium is not in the public interest 
and is at variance with the rule prescribed by balance sheet accounts instruc- 
tion 6-E; 
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(3) Good or sufficient cause has not been shown why balance sheet accounts 
instruction 6-E should be relaxed except to the extent hereinafter ordered; 

(4) Applicant can at once charge to earned surplus account so much of 
unamortized debt discount, expense and call premium as hereinafter ordered 
without unduly disturbing its financial position. 

Therefore, the Commission orders that: 

(A) The application of West Penn Power Company to continue its existing 
amortization plan relating to the items therein contained be and it is hereby 
denied ; 

(B) The balance now remaining of unamortized debt discount, expense and 
eall premium referred to in paragraphs (d) (i) and (d) (ii) above shall be 
charged at once to earned surplus; 

(C) The balance now remaining of unamortized debt discount, expense and 
call premium referred to in paragraphs (d) (iii) and (d) (iv) may be amortized 
over a future period of not more than five years ; 

(D) West Penn Power Company shall, within thirty days after issuance of 
this order, submit to the Commission the journal entries it proposes to make 
in conformity with this order; 

(E) This order is made for accounting purposes only and shall not be con- 
strued as a finding with respect to the reasonableness of the amortization 
charges, should such an issue arise in any proceeding affecting the rates, charges, 
practices, rules, regulations or tariffs of applicant. 


Order to show cause and fixing date of hearing 
Mississippi River Power Company 
(Docket No. IT-5695) 

February 3, 1942 


It appearing to the Commission that: 


(@) On June 19, 1941, there was served upon Mississippi River Power Com- 
pany, hereinafter referred to as “company,” a joint report prepared by the Com- 
mission’s staff and the staff of the Illinois Commerce Commission, entitled 
“Mississippi River Power Company, Keokuk, Iowa, Report on the Reclassifica- 
tion and Original Cost Studies of Electric Plant as at January 1, 1937”; 

(b) Concurrently with the service of the report described in paragraph (a) 
above upon the company, there was served, also, an order, entered June 17, 1941, 
directing the company to show cause, under oath, if any there be, on or before 
July 15, 1941, why the Commission should not determine by order that: 

(i) Adjusting entries be made by the company to bring its accounts in con- 
formity with the recommendations made by the staffs of this Commission and 
the Illinois Commerce Commission in the joint report ; 

(ii) A plan be submitted by the company for the disposition of $16,000,000 
classified in Account 107, electric plant adjustments; 

(iii) Disposition be made of certain other amounts classified in Account 107, 
in the sum of $6,251,519.24, in accordance with the recommendations of the 
staffs of this Commission and the Illinois Commerce Commission as set forth in 
the joint report; 

(c) On July 11, 1941, the Commission, upon petition of the company, granted 
an extension of time until August 15, 1941, for compliance with the order to show 
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cause, and by order of August 19, 1941, the time was further extended to Octo- 
ber 15, 1941; 

(d) On October 15, 1941, the company filed with the Commission its response 
to the order to show cause; 

The Commission finds that: 

(1) Mississippi River Power Company’s proposed reclassification and original 
cost studies, and the information submitted in its response to the order to show 
cause, do not justify or explain the company’s failure (i) to adjust its accounts 
in accordance with the adjustments recommended in the joint report described 
in paragraph (@) above, (ii) to submit a plant for the disposition of $16,000,000 
classified in Account 107, electric plant adjustments, and (iii) to dispose of cer- 
tain other amounts classified in [Account 107, in the sum of $6,251,519.24 in 
accordance with the recommendations of the staffs of this Commission and the 
Illinois Commerce Commission as set forth in the joint report ; 

(2) It is advisable, necessary, and proper in the public interest that a public 
hearing be held for the purpose of requiring Mississippi River Power Company 
to show cause why this Commission should not order (i) adjustment of the 
company’s accounts in conformity with the recommendations made in the joint 
report described in paragraph (a) hereof, and (ii) disposition of the amount 
of $22,251,519.24 established in Account 107, electric plant adjustments, in 
accordance with the evidence adduced at said public hearing; 

The Commission orders that; 

(A) A public hearing be held commencing on February 23, 1942, at 9: 45 a. m., 
in Room 516 of the Courthouse and Customhouse, St. Louis, Missouri, and at 
said hearing Mississippi River Power Company show cause why the Commission 
should not by order determine that: 

(i) Adjusting entries be made to bring the company’s accounts in conformity 
with the recommendations made by the staffs of this Commission and the 
Illinois Commerce Commission in the joint report described in paragraph (a) 
above ; 

(ii) Disposition be made of the amount of $22,251,519.24 established in 
Account 107, electric plant adjustments, in accordance with the evidence adduced 
at said hearing; 

(B) The Illinois Commerce Commission may participate in the hearing as 
provided in Part 39, section 39.4 of this Commission’s Rules of Practice and 
Regulations prescribed pursuant to the provisions of the Federal Power Act. 


Order to show cause 
Minnesota Power & Light Company 
(Docket No. IT-5769) 
February 3, 1942 


It appearing to the Commission that: 

(a) On December 31, 1940, Minnesota Power & Light Company, hereinafter 
referred to as “company,” filed its proposed reclassification and original cost 
studies required by electric plant accounts instruction 2-D of the Commission’s 
Uniform System of Accounts prescribed for public utilities and licensees, effec- 
tive January 1, 1987, and the Commission’s order of May 11, 1987, pertaining 
thereto ; 
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(b) The Commission’s ‘staff made a field study of the company’s proposed 
reclassification and original cost studies and on December 22, 1941, submitted 
a report to this Commission entitled “Minnesota Power & Light Company, Duluth, 
Minnesota, Report on the Reclassification and Original Cost Studies of Blectric 
Plant as at January 1, 1937,” which report is to be served herewith upon the 
company ; 

(c) The company has failed in many respects to comply with the requirements 
of the Uniform System of Accounts concerning the reclassification of its plant 
accounts, and the Commission’s order of May 11, 1987, pertaining thereto, as 
set forth on pages 12, 38-39 of the Commission’s staff report, and particularly 
as follows: 

(i) The company has failed to make such analyses as would permit proper 
determination of unrecorded retirements ; 

(ii) The company has subjected recorded costs to reaccounting; 

(iii) The company has made arbitrary reclassifications as between primary 
accounts ; 

(iv) The company has recomputed interest during construction ; 

(v) The company has disregarded actual overhead costs and has substituted 
assumed overhead costs; 

(vi) The company has made estimates of costs which appear to be arbitrary, 
without support, inflated, inconsistent with established performance, and un- 
necessary because of available records and in certain instances duplicated ; 

(vii) The company has made an erroneous reclassification of write-ups; 

(viii) The company has reflected in Account 3038, miscellaneous intangible 
capital, an amount which represents a‘ balancing figure and which is un- 
supported ; 

(ix) The company has reflected in other accounts amounts properly in- 
cludible in Account 107, electric plant adjustments, contrary to the provisions 
of electric plant instruction 1-F; 

(x) The company has failed to correct certain accounting errors; and 

(xi) The company has failed to conform to the provisions of electric plant 
instruction 3—D relating to acquisitions when the consideration for property 
is other than cash; 

(d) Certain adjustments of the company’s accounts are proposed in the 
report referred to in paragrapn (b) hereof, as well as the disposition of cer- 
tain amounts classified in Account 107, electric plant adjustments, and it is 
recommended, in said report, that plans of disposition of certain other amounts 
classified in Account 107, electric plant adjustments, and amounts classified in 
Account 100.5, electric plant acquisition adjustments, be submitted by the 
company, and that the company make a proper reclassification of the amounts 
established in Account 100.6, electric plant in process of reclassification; all as 
more fully set forth in said report; 

The Commission orders that: 

(A) The Secretary serve upon the company a copy of the report referred to 
in paragraph (b) hereof concurrently with the service upon it of this order ; 

(B) Minnesota Power & Light Company show cause, under oath, if any there 
be, on or before March 15, 1942, why the Commission should not by order deter- 
mine that: 

(i) Adjusting entries be made by the company to bring its accounts in con- 
formity with the recommendations made by the staff of this Commission in 
the report referred to in paragraph (Bb) above, all as more fully set forth in 
that report; 
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(ii) Disposition be made of certain amounts classified in Account 107, in 
the sum of $328,910.37, by transferring that sum to Account 151, capital stock 
expense, in accordance with the Tfecommendation of the staff of this Com- 
mission as set forth in the report at page 40 thereof ; 

(iii) A plan be submitted by the company for the disposition of the re- 
maining amount of $21,726,876.25 classified in Account 107, electric plant 
adjustments ; 

(iv) A plan be submitted by the company for the disposition of $9,450,628.16 
classified in Account 1005, electric plant acquisition adjustments ; 

(v) The company prepare and submit to the Commission a reclassification 
of the amount of $44,560,473.07, established by the report referred to in para- 
graph (b) in Account 100.6, electric plant in process of reclassification, in 
accordance with the requirements of the Uniform System of Accounts prescribed 
for public utilities and licensees, effective January 1, 1937, and the Commis- 
sion’s order of May 11, 1937; 

(C) The response of the company hereto shall be in the form of an offer 
to prove the facts alleged and shall set forth with particularity the facts upon 
which the company relies; and shall not consist of conclusions of law nor of 
fact but only of such facts as would be admissible in evidence. 


Order approving disposition of amounts in Account 100.5, electric plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments 


Missouri Utilities Company 
(Docket No. 1T-5768) 
February 3, 1942 


It appearing to the Commission that: 


(a) On June 28, 1939, Missouri Utilities Company, hereinafter referred to as 
“company,” filed and submitted its proposed reclassification and original cost 
studies required by electric plant accounts instruction 2-D of the Commission's 
Uniform System of Accounts prescribed for public utilities and licensees, effec- 
tive January 1, 1937, and the Commission’s order of May 11, 1937; 

,(b) The Commission’s staff has made a field study of the company’s proposed 
reclassification and original cost studies of electric plant and has submitted a 
report entitled “Missouri Utilities Company, Report on Reclassification and Orig- 
inal Cost Studies of Electric Plant as at January 1, 1937”; 

(c) The Commission’s staff report was transmitted to the company on March 
28, 1941, with a request that the accounting adjustments indicated in the report 
be made, copies of the adjusting journal entries be submitted, and plans be 
submitted for disposing of the amounts established by the Commission’s staff 
in Account 100.5, electric plant acquisition adjustments, and Account 107, elec- 
tric plant adjustments ; 

(d) As a result of correspondence and conferences between representatives of 
the company and the Commission’s staff, the adjustments recommended by the 
Commission’s staff were modified and the company, under dates of October 9, 
1941, and January 19, 1942, submitted proposed journal entries reflecting the ad- 
justments as modified and further submitted plans of disposition of the amounts 
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established in Account 100.5, electric plant acquisition adjustments, and Account 
107, electric plant adjustments; 
(e) The company proposes to dispose of the amount of $586,347.54 established 


in Account 100.5, electric plant acquisition adjustments, by the Commission's 
staff as follows: 


To Account 270, capital surplus, representing portion of amounts in- 

cluded in Account 100.5, insofar as such capital surplus is 

NIN ie since aR Tie a a en oe oe 2 2 $524, 006. 67 
To Account 537, miscellaneous amortization, representing the re- 

mainder of the amount classified in Account 100.5 to be amortized 

over a period of 6 years beginning with the year 1941, such dis- 

position being in accordance with the permissive provisions of 

Commission’s order No. 42—A entered July 11, 1989_---___---_- 62, 340. 87 


iecentaligs ai tay eatcnanap in coenepiosiebowisinaxtlatnins Sortie tiim sha ER 586, 347. 54 


(f) The company proposes to dispose of the amount of $216,400.53 estab- 
lished in Account 107, electric plant adjustments, by the Coemmission’s staff, as 
follows: 


To Account 250, reserve for depreciation of electric plant, repre- 

senting the amount of the unrecorded retirements and corrections 

Re PINT OI i csiceestccensieplnsiineptin eo aceniveseaentnee ss Uirdnaniadeaneneuieien $81, 615. 35 
To Account 270, capital surplus, representing the excess of recorded 

book value of acquired property over the acquisition costs thereof_. 54, 123. 18 
To Account 271, earned surplus, representing profit on associated 

company engineering fees, and unsupported or erroneous charges-. 80, 662. 00 


FI re cs coccloni telen eed cea tdiba: <edpemmabvonieeiiioeesaslaagsdes 216, 400. 53 


The Commission finds that: 

(1) The proposed plan for disposition of the amount of $524,006.67 estab- 
lished in Account 100.5, electric plant acquisition adjustments, and described 
in paragraph (e) hereof, is in conformity with correct accounting principles and 
the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees ; 

(2) The proposed plan for disposition of the amount of $62,340.87, in Account 
100.5, electric plant acquisition adjustments, and described in paragraph (e) 
hereof, is in conformity with the provisions of. the Commission’s order, dated 
July 11, 1989, and does not require further approval ; 

(3) The proposed plans for disposition of the amounts established in Account 
107, electric plant adjustments, submitted on October 9, 1941, and described 
in paragraph (f) hereof, are in conformity with correct accounting principles 
and the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees ; 

The Commission orders that: 

(A) The company dispose of the amount of $524,006.67, established in Account 
100.5, electric plant acquisition adjustments, as described in paragraph (e) 
hereof ; 

(B) The proposed journal entry submitted by the company on October 9, 1941, 
reflecting the accounting disposition of the amount included in Account 107, 
electric plant adjustments, as described in paragraph (f) hereof, be and hereby 
is approved. 
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ecount Order terminating proceeding and allowing rate schedule to be terminated 


without requiring sixty days notice 


plished 
ssion’s The Manufacturers Light & Heat Company 


(Docket No. G—126) 
February 10, 1942 


It appearing to the Commission that: 
(a) On September 2, 1988, The Manufacturers Light & Heat Company filed 
with the Commission an agreement with the Cumberland and Allegheny Gas 
Company, dated December 18, 1933, designated in the files of the Commission 
340. S7 as The Manufacturers Light & Heat Company rate schedule FPC No. 4, provid- 
ing for the transportation of natural gas, for a charge of 15 cents per M. c. f., 
347. 54 by The Manufacturers Light & Heat Company, from a point in Roane County, 
estab- West Virginia, where it is supplied by the United Fuel Gas Company, to a point 
aff, as on the Pennsylvania-Maryland State line, near Cumberland, Maryland, where 
it is délivered to the Cumberland and Allegheny Gas Company ; 
(b) By its order of March 21, 1939, the Commission directed The Manufac- 
turers Light & Heat Company, under oath, to show cause, if any there be, why: 
(i) The Federal Power Commission should not determine that said The 
Manufacturers Light & Heat Company rate schedule FPC No. 4 is unjust, un- 
reasonable, unduly discriminatory, or preferential ; 
(ii) The said rate schedule FPC No. 4 should not be made the subject of an 
investigation by the Commission ; 
(c) On April 20, 1939; The Manufacturers Light & Heat Company filed an 
answer to said order of March 21, 1939; 
(d) By its order of June 6, 1989, the Commission found that the answer of 
April 20, 1989, was not sufficiently responsive to said order of March 21, 1939, 
estab- and directed The Manufacturers Light & Heat Company to make further re- 
scribed sponse to said order to show cause, and ordered said company to.furnish specific 
es and information and data as set forth in said order of June 6, 1989; 
tilities (e) As of the present date, The Manufacturers Light & Heat Company has not 
furnished all of the information and data as required by said order of June 6, 
ecount 1939, and has professed its inability to do so although it had made diligent 
oh (e) effort to comply therewith ; 
dated (f) On October 15, 1941, the Pittsburgh and West Virginia Gas Company filed 
an agreement, dated September 26, 1941, with the Cumberland and Allegheny 
.ecount Gas Company, providing, among other things, that gas produced in Braxton 
scribed County, West Virginia, by the Cumberland and Allegheny Gas Company will 
nciples be transported without charge from West Virginia to a point at or near Cumber- 
itilities land, Maryland, through the facilities of the Pittsburgh and West Virginia 
Gas Company, and requested that said agreement of September 26, 1941, be 
allowed to take effect as of November 1, 1941; 
.ecount (g) On October 18, 1941, The Manufacturers Light & Heat Company filed 
mh (e) with the Commission a notice of termination of its said rate schedule FPC No. 4, 
because of the new arrangement to be effected by the aforementioned agreement 
), 1941, of September 26, 1941, between the Pittsburgh and West Virginia Gas Company 
nt 107, and the Cumberland and Allegheny Gas Company, and requested that said The 
hereby Manufacturers Light & Heat Company’s rate schedule FPC No. 4 be permitted 
to be terminated as of November 1, 1941, the proposed effective date of said 
agreement of September 26, 1941; 


615. 35 


1238. 18 


662. 00 


400. 53 








646 FEDERAL POWER COMMISSION 


(h) Good cause has been shown for allowing The Manufacturers Light & 
Heat Company’s rate schedule FPC No. 4 to be terminated as of November 1, 
1941; 

(i) Further proceedings at this docket are made unnecessary by reason of 
the operation of the Pittsburgh and West Virginia Gas Company rate schedule 
FPC No. 6 and the termination of said The Manufacturers Light & Heat Com- 
pany rate schedule FPC No. 4. ’ 

The Commission orders that: 

(A) The rate schedule contained in the agreement of December 18, 1933, 
between The Manufacturers Light & Heat Company and the Cumberland and 
Allegheny Gas Company, designated in the files of the Commission as The 
Manufacturers Light & Heat Company rate schedule FPC No. 4 be and it is 
hereby allowed to terminate as of November 1, 1941; 

(B) The proceeding instituted by the Commission’s order of March 21, 1989, 
and June 6, 1939, in this matter be and it is hereby terminated. 


Order conditionally authorizing a sale of facilities; conditionally authorizing 
acquisitions of facilities; dismissing application in part for want of jurisdic- 
tion; granting permission pursuant to balance sheet accounts instruction 6-E; 
approving dispositions of amounts in Account 107; approving transfer of 
license ; and consenting to withdrawals of prior applications 


Associated Maryland Electric Power Corporation and Youghiogheny Hydro- 
Hlectrie Corporation; Pennsylvania HBlectric Company; Youghiogheny Hydro- 
Electric Corporation; Pennsylvania Electric Company and The Clarion River 
Power Company ; Pennsylvania Electric Company and The Clarion River Power 
Company. 


(Docket Nos. IT-5466, IT-5748, IT-5760, IT-5763, IT-5764 and Project No. 309) 
February 18, 1942 


The following related applications and petitions and supporting material 
have been submitted to this Commission : 

(i) Associated Maryland Electric Power Corporation (hereinafter referred 
to as “Associated Maryland”) and Youghiogheny Hydro-Hlectric Corporation 
(hereinafter referred to as “Youghiogheny”), corporations having their princi- 
pal business offices at 222 Levergood Street, Johnstown, Pennsylvania, on Novem- 
ber 25, 1941, jointly applied for authorization, pursuant to section 208 of the 
Federal Power Act, (docket No. IT-5748) for the sale and transfer of facilities 
of Associated Maryland to Youghiogheny. In view of the joinder of Youghiogheny 
in said application the Commission treats the application as seeking an order 
authorizing and approving the sale by Associated Maryland of its facilities sub- 
ject to the jurisdiction of this Commission to Youghiogheny, and the acquisition 
thereof by the latter. 

(ii) Pennsylvania Electric Company (hereinafter referred to as “Penelec”), 
a corporation having its principal business office at 222 Levergood Street, Johns- 
town, Pennsylvania, on January 5, 1942, applied for an order, pursuant to section 
208 of the Federal Power Act (docket No. IT-5760), authorizing it to acquire the 
utility assets and facilities of Solar Electric Company (hereinafter referred to as 
“Solar”). . Brie Lighting Company (hereinafter referred to as “Erie”), The Clar- 
ion River Power Company (hereinafter referred to as “Clarion”), Logan Light, 
Heat & Power Company (hereinafter referred to as “Logan”), and Youghiogheny, 
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corporations having their principal business offices at the above address. By 
that application Penelec also seeks permission for the disposal of $12,609,599 
classified in Account 107, electrie: plant adjustments, of which $4,694,952.88 is 
included in the amount which Youghiogheny proposes to dispose of, as referred 
to in paragraph (vii), below. That $12,600,599 is in addition to $5,411,464 here- 
tofore charged to earned surplus by Clarion pursuant to requirements of the order 
of this Commission adopted June 29, 1935, as amended February 11, 1936, deter- 
mining the actual legitimate original cost of Clarion’s Piney Plant hydro-electric 
project constructed, operated, and maintained under license issued by this Com- 
mission. 

(iii) Concurrently with the filing by Penelec of said last-mentioned application, 
Clarion, licensee under the license issued by this Commission October 13, 1922, for 
project No. 309, and Penelec, filed a joint application for approval of transfer of 
said license from Clarion to Penelec. 

(iv) Penelee and Clarion filed a petition on January 10, 1942, for leave to 
withdraw a previous application of said companies, filed April 30, 1987 (docket 
No. IT-5466), for approval of a sale by Clarion to Penelec of all the franchises and 
property of Clarion, including approval of the transfer of the aforesaid license. 

(v) Penelec, on January 13, 1942, filed an amendment to its aforesaid appli- 
cation of January 5, 1942, (docket No. IT-5760), for an order authorizing the 
acquisition of assets and facilities. 

(vi) Penelee filed an application, on January 21, 1942, pursuant to require- 
ments of balance sheet accounts instruction 6-H, of the Commission’s Uniform 
System of Accounts (docket No. IT-5768), for an order permitting it to make 
certain accounting adjustments with respect to: bonds reacquired at a discount, 
unamortized debt discount and expense and redemption premium on bonds to be 
refunded, sale premium on bonds to be issued, and expenses in connection with the 
proposed transactions. On January 23, 1942, it filed an application in lieu of 
and in substitution for said application of January 21, 1942, and requested leave 
to withdraw said prior application. 

(vii) Youghiogheny filed a petition on January 22, 1942, pursuant to the provi- 
sions of paragraph B of Account 107, electric plant adjustments, of the Commis- 
sion’s Uniform System of Accounts (docket No. IT-5764), for approval of a 
proposed disposition of $4,739,959.75 classified by it in Account 107, electric plant 
adjustments. 

(viii) Penelec on January 23, 1942, by a letter signed on-its behalf by 
W. A. Davies, Treasurer, submitted, in support of applications here under 
consideration, a letter addressed to it under date of January 23, 1942, from 
Associated Electric Company signed by A. F. Tegen, president. A subsequent 
letter was submitted by Associated Electric Company under date of January 
30, 1942, signed on its behalf by the same A. F. Tegen, making a correction in 
its said letter of January 23, 1942. By these letters a capital contribution by 
Associated Electric Company to Penelec was proposed, to permit the charging 
off of $2,749.85 included in Associated Maryland’s accounts. 

(ix) Penelec, by its counsel, on January 27, 1942, filed a consent to order, 
whereby it consented and agreed to create a special reserve of $10,100,046 to 
which it will charge any amounts in its plant accounts upon consummation of 
the merger, which are in excess of original cost, that this Commission may 
hereafter lawfully order or require to be charged off, such reserve to be 
created by charge to earned surplus to the extent thereof and to capital sur- 
plus which will be augmented by a reduction in the par value of common 
stock. 
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(x) Penelec on February 14, 1942, filed an amendment to its application 
filed January 5, 1942 (docket No. IT-5760) setting forth its statement to the 
Pennsylvania Public Utility Commission that “it will not voluntarily sell at 
retail electrical energy for ultimate consumption outside of Pennsylvania” with- 
out the approval of that Commission; also reciting the undertaking of the 
aforesaid Associated Electric Company to make a cash donation to Penelec 
and of Penelec to use it to record on its books the properties which it acquires 
from Logan at the same amounts at which such properties are recorded on 
Logan’s books. 

Upon consideration of said applications and petitions, the record thereon, 
data and information in support thereof (including the aforesaid consent to 
order) and letters filed upon behalf of Penelec, the annual reports (Form FPC 
No. 1) for the year 1940 of Youghiogheny, Penelec, Erie and Clarion, the power 
system statement (Form FPC No. 64) for the year 1940 of Penelec, portions of 
this Commission’s published Directory of Electric Utilities in the United 
States, 1940, reclassification and original cost studies of electric plant sub- 
mitted by Youghiogheny, and the action taken by the Securities and Ex- 
change Commission in the proceeding hereinafter referred to (of which this 
Commission takes notice), it appears that: 

(a) Associated Maryland proposes to sell all of its electric facilities, includ- 
ing its facilities subject to the jurisdiction of this Commission, to Youghiogheny 
and the latter proposes to purchase the same for the sum of $48,110.39 in cash. 
Such facilities consist principally of a 22-kv transmission line of wood pole 
construction, approximately 15 miles long, extending from the Pennsylvania- 
Maryland boundary to the Deep Creek power plant of Youghiogheny, and three 
substations located along said line at the Deep Creek power plant, near the 
town of Hoyes, Maryland, and near the town of Friendsville, Maryland, 
respectively. 

(b) Penelec proposes to acquire from Solar all of its franchises, utility assets 
and electric facilities. Such assets and facilities consist principally of gener- 
ating, transmission and distribution facilities in the Borough of Brookville, 
Jefferson County, Pennsylvania, and vicinity. The consideration is to be 6,894 
shares of Penelec common stock with an aggregate par value of $172,350, and 
the assumption of the payment of all of the debts and liabilities of Solar, except 
an open account indebtedness to the aforesaid Associated Electric Company. 

(c) Penelec proposes to acquire from Erie all of its franchises, utility assets 
and electric facilities. Such assets and electric facilities consist principally of 
generating, transmission, and distribution facilities in the city of Erie, Pennsyl- 
vania, and vicinity. The consideration is to be the surrender by Penelec for 
eancellation of all outstanding capital stock of Erie, and the assumption of the 
payment of all of the debts and liabilities of Erie. 

(d@) Penelec proposes to acquire from Clarion all of its franchises, utility 
assets and electric facilities, and to become licensee under the license for 
project No. 309. Such assets and facilities consist principally of the above- 
mentioned licensed project No. 309, known as the Piney Plant, on the Clarion 
River in Pennsylvania, a navigable water of the United States, and of facilities 
for the sale at wholesale of electric energy generated by said project. The 
consideration is to be the cancellation of an open account indebtedness of 
Clarion to Penelec to the extent of $5,184,075.83, and the assumption of the 
payment of all of the debts and liabilities of Clarion. 

(e) Penelec proposes to acquire from Logan all of its franchises, and utility 
assets and electric facilities hereinafter described. 

(f) Penelec proposes to acquire from Youghiogheny all of the fixed assets 
and electric facilities of the latter company, including those of Associated Mary- 
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land proposed to be first acquired by Youghiogheny. The facilities to be acquired 
by Penelec consist principally of Youghiogheny’s Deep Creek hydro plant in 
Maryland having an installed capacity of 19,200 kw, an adjacent substation 
of 24,000 kva capacity, a section of 110-kv transmission line extending from such 
plant to the Pennsylvania-Maryland boundary, the previously mentioned 22-kv 
transmission line extending from the Pennsylvania-Maryland boundary to said 
Deep Creek plant, and three substations. By means of such facilities, electric 
energy generated by said plant is sold at wholesale. The consideration is to be 
184,488 shares of Penelec common stock with an aggregate par value of 
$4,612,200. 

(g) The electric transmission system and facilities of Penelee are intercon- 
nected within the State of Pennsylvania with the facilities of Solar, Erie, Clarion 
and Logan, and are interconnected with the above referred to facilities of 
Youghiogheny and Associated Maryland at the Pennsylvania-Maryland boundary. 

(h) Penelec, by its application for acquisition of facilities, submits the pro- 
posed disposition of $12,609,599.43 classified in Account 107, electric plant adjust- 
ments applicable, and to be disposed of, as follows: 





To Account To Account 
270, capital 271, earned 
surplus surplus 





| 
st se oh eS ime cu dlinlskuicaccdotebicancn tea 
Fie bskn tare en smsbdcaeiai ne Dakpialedtengwaaietaeoteetinln she aaaceaaes 1, SBR, GOB. 68 bin. ensanictttondo 
Clarion 


Be oii: 5 230. 0sakosod. deta bts. landed deen Re “(G2.00.00))........ 

Also $4,694,952.88 applicable to Youghiogheny. This last amount is included in 
$4,739, 959.75 to be disposed of as set forth in paragraph (i), below. The $6,500,- 
000 applicable to Penelec is its estimate of such amounts and apparently is 
due to write ups and other erroneous charges to plant accounts. The $1,300,000.00 
applicable to Erie is the companies’ estimate of such amounts and apparently 
arose through revaluations of the electric property, the excess being recorded 
as a credit to capital surplus. The $156,646.55 applicable to Clarion is in addi- 
tion to $4,985,853.45 classified in Account 146, other deferred debits (formerly 
‘classified in original cost studies filed with this Commission as Account 107, 
electric plant adjustments) to be written off to earned surplus, and apparently 
represents improper charges to plant accounts discovered in revisions of original 
cost studies. The ($42,000.00) applicable to Solar apparently arose through 
corrections of plant accounts. No. field study of the proposed reclassification has 
been made by the Commission’s staff. 

(1) Youghiogheny proposes in its petition filed January 22, 1942, to dispose 
of $4,739,959.75 classified in Account 107, electric plant adjustments, by charg- 
ing $4,700,864.87 to Account 271, earned surplus and $39,094.88 to Account 142, 
preliminary survey and investigation charges. The latter amount is represented 
to be survey and engineering on Sand Run and Swallow Falls projects, construc- 
tion projects on which only preliminary studies have been made. The amount 
of $4,700,864.87 represents such items as discount om bonds and common stock, 
excess interesting during construction and excess costs arising through affiliated 
company transactions. On August 24, 1940, Youghiogheny submitted reclassi- 
fication and original cost studies of electric plant, and on November 7, 1941, a 
revised report. The $4,739,959.75 shown by the latter report in Account 107, 
electric plant adjustments, is approximately three and a half million dollars more 
than had been shown in ‘the original report. No field study of the proposed 
reclassification has been made by the Commission's staff. 
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(j) Associated Electric Company has agreed to make a capital contribution 
to Penelec, if the proposed sale and acquisitions of facilities are consummated, 
in the amount of $2,749.85 representing costs to Youghiogheny and to Penelec 
of amounts included in Account 100.5, electric plant acquisition adjustments and 
in Account 301, organization, of Associated Maryland. Penelec has agreed upon 
receipt of such amount from Associated Blectric Company to credit the same 
to its capital surplus and charge off against its capital surplus the corresponding 
amounts included in said Accounts 100.5 and 301. 

(k) In its application filed January 23, 1942, pursuant to balance sheet 
accounts instruction 6-E, Penelec proposes a plan of disposing of $1,104,309.88 
unamortized debt discount and expense applicable to its outstanding funded 
debt (in the principal amount of $32,278,500) which it proposes to refund as 
part of the aforesaid plan of acquisition and refinancing, and $253,978.11 un- 
amortized debt discount and expense applicable to outstanding funded debt 
of Erie (in the principal amount of $4,546,000.00) which Penelee proposes to as- 
sume and likewise refund (or a total unamortized debt discount and expense 
of $1,358,287.99), less $136,487.85, or a net balance of unamortized debt discount 
and expense applicable to the bonds to be refunded by Penelec of $1,221,800.14. 
The above-mentioned debit of $136,487.85 is said to be associated with a credit 
item of $558,342.79 which will accrue to Penelec by reason of its proposed reacqui- 
sition from its parent company, Associated Electric Company (successor by 
merger to Penelec’s former parent company Central U. S. Utilities Company), 
of $4,545,700 in principal amount of outsanding bonds of Penelec and Erie at 
the amount such bonds are carried on the books of Associated Electric Company, 
which is $558,342.79 less than the principal amount of such bonds. The net 
balance of $1,221,800.14 is proposed to be charged to earned surplus during 
the calendar year 1942 in monthly installments following consummation of the 
proposed refinancing. Of $1,423,000 redemption premium on the bonds to be 
refunded, Penelec proposes to charge $800,500 to earned surplus immediately and 
to spread the balance, $622,500 over a period of fifteen years by equal annual 
charges (estimated at $41,500 each) to Account 531, amortization of debt dis- 
count and expense. Penelec proposes to credit any sales premium received 
by it on the sale of its proposed new mortgage bonds (estimated at $975,000 
upon an assumed sale price of 103) less expenses applicable to the proposed 
refunding (estimated at $246,000) to Account 240, unamortized premium on 
debt, to be amortized over the life of the new bonds (thirty years) by credits to 
Account 532, amortization of premium on debt-credits (estimated to amount 
to $24,300 annually). Penelec proposes to charge to earned surplus the estimated 
expenses of the proposed refinancing applicable to the issuance of its preferred 
and common stock (estimated at $20,000). 

(1) The Pennsylvania Public Utility Commission has authorized the acqui- 
sition by Penelee of the utility assets and electric facilities of Solar, Erie, Clarion 
and Logan insofar as it involves assets and facilities subject to the jurisdiction of 
that Commission. 

(m) The Public Service Commission of Maryland has authorized the trans- 
fer to and acquisition by Youghiogheny of the utility assets and electric facili- 
ties of Associated Maryland, and by Penelec of those of Youghiogheny, insofar 
as they involve assets and facilities subject to the jurisdiction of that Com- 
mission. : 

(n) An application-declaration was filed with the Securities and Exchange 
Commission on December 16, 1941 (File No. 70-465) with respect to various as- 
pects of a general plan of acquisition and refinancing.of western Pennsylvania 
companies in the Associated Electric Company system. By order dated Jan- 
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uary 2, 1942, the Securities and Exchange Commission directed that, at the hear- 
ing in said matter, particular attention be given, among other things, to the 
questions whether the indebtedness of Clarion to Penelec should be subordinated 
to the publicly held Participating Capital Stock and whether the acquisition 
by Penelee of the assets of Clarion should be conditioned in the public interest 
and for the protection of investors and consumers. Following said hearing, on 
February 17, 1942, the Securities and Exchange Commission issued its order ap- 
proving and permitting to become effective the application-declaration in said 
matter, whereby said Commission reserved jurisdiction to determine whether 
and the extent to which the indebtedness of Clarion to Penelec should be sub- 
ordinated to the publicly held Participating Capital Stock and the extent to 
which payments should be made by Penelec, as acquirer of the assets of Clar- 
ion, to said holders of Participating Capital Stock in satisfaction of their in- 
terests. 

(o) Written notices of the applications of Associated Maryland and Youghi- 
ogheny for authorization to sell and acquire facilities (docket No. IT-5748) and 
of Penelec for authorization to acquire assets and facilities (docket No. IT-5760) 
have been duly given to the Pennsylvania Public Utility Commission and the 
Public Service Commission of Maryland, and to the Governors of Pennsylvania 
and Maryland. Notices of said applications were duly published in the Federal 
Register stating that any person desiring to be heard or to make any protest 
in reference to the said applications should file a petition or protest within the 
respective periods of time therein fixed. A letter has been received from one 
person stating that he is an owner of preference stock of Clarion and that he 
objects to the proposed merger and consolidation, for which authorization is 
sought by Penelec (docket No. IT-5760), and submitting a memorandum in sup- 
port of such objection. Other than this, no protest, petition, or request to be 
heard in opposition to the granting of either of said applications has been 
received. 

Upon consideration of the applications, petitions, and materials above referred 
to, the Commission finds that: 

(1) Associated Maryland and Youghiogheny are corporations organized and 
existing under and by virtue of the laws of the State of Maryland. 

(2) Penelec, Clarion, Erie, Solar, and Logan are corporations organized and 
existing under and by virtue of the laws of the State of Pennsylvania. 

(3) The electric facilities owned and operated by Associated Maryland, all 
of which proposed to be sold, include facilities for the transmission and sale at 
wholesale of electric energy which is transmitted between the states of Penn- 
sylvania and Maryland, and consumed by persons other than the transmitter 
thereof, at points outside the State from which it is transmitted. The last- 
mentioned facilities are facilities for the transmission and sale at wholesale of 
electric energy in interstate commerce, and are “subject to the jurisdiction of 
the Commission” within the meaning of that term as used in the Federal Power 
Act. Associated Maryland is, therefore, a public utility within the meaning of 
that term as used in section 203 of that Act. The proposed sale by Associated 
Maryland of facilities subject to the jurisdiction of this Commission is subject 
to the requirements of section 203 of the said Act. 

(4) Youghiogheny owns and operates facilities (including a substation and 
110 kv transmission line extending from Youghiogheny’s Deep Creek plant to 
the Pennsylvania-Maryland boundary), among others, for the transmission and 
sale at wholesale of electric energy which is transmitted between the states of 
Maryland and Pennsylvania, and consumed by persons other than the trans- 
mitter thereof, at points outside the State from which it is transmitted. Such 
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facilities are facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce. Youghiogheny is, therefore, a public utility 
within the meaning of that term as used in section 203 of the Federal Power Act. 

(5) By the proposed acquisition of facilities to be transferred to it by Asso- 
ciated Maryland, Youghiogheny will directly or indirectly merge or consolidate 
facilities owned and operated by it, subject to the jurisdiction of this Commis- 
sion, with facilities of Associated Maryland which are likewise subject to the 
jurisdiction of the Commission. Such proposed acquisition is subject to the 
provisions of section 203 of the Federal Power Act. 

(6) Penelec owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is transmitted between the states 
of Maryland and Pennsylvania, and between the states of Pennsylvania and New 
York, and consumed by persons other than the transmitter thereof, at points out- 
side the State from’ which it is transmitted. Such facilities constitute facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce, and Penelec is a public utility within the meaning of that term as used 
in section 208 of the Federal Power Act. 

(7) By the proposed acquisition of facilities, Penelee will directly or indirectly 
merge or consolidate facilities owned and operated by it, subject to the jurisdiction 
of this Commission under the Federal Power Act, with facilities of Solar, Erie, 
Clarion and Youghiogheny for the transmission of electric energy or sale thereof 
at wholesale or both. Such proposed acquisition is subject to the requirements 
of section 208 of the Federal Power Act. 

(8) The electric facilities of Logan proposed to be acquired are used solely to 
serve approximately seven or eight hundred ultimate consumers in Beaverdale, 
Lioydell and Ruthford, small unincorporated villages, in Cambria County, Penn- 
sylvania. The facilities consist of a few short 2.3-kv primary circuits (with 
attached 2 and 8 wire secondary circuits) tapped to lines of Penelec which 
parallel Logan’s lines on the principal streets. The only industrial load is the 
coal mining load which, however,is not served by Logan but by Penelec. Logan’s 
facilities are facilities used only im local distribution and the acquisition thereof 
by Penelec is not subject to the requirements of section 208 of the Federal Power 
Act. 

(9) Neither Associated Maryland nor Youghiogheny is shown to be subject to 
the requirements of the Public Utility Holding Company Act of 1935, or of a rule, 
regulation or order thereunder in respect of either the proposed disposition of 
facilities by Associated Maryland or the acquisition thereof by Youghiogheny, and 
such disposition and acquisition, therefore, are not exempt by section 318 of the 
Federal Power Act from the provisions of section 208 of that Act. 

(10) Under section 9 (b) of the Public Utility Holding Company Act of 1935, 
the proposed acquisition by Penelec of assets and facilities of Solar, Brie, Clarion, 
and Youghiogheny is not subject to the requirements of section 9 (a) of said Act. 
Penelec is subject to no other requirement imposed by or pursuant to the said Act 
with respect to such acquisition and is, therefore, not exempt by section 318 of 
the Federal Power Act from the requirements of section 208 of the latter Act. 
Such acquisition is subject to the requirements of said section 203. 

(11) The acquisitions for which Penelec seeks authorization from this Commis- 
sion are part of and incidental to the general plan of acquisition and refinancing 
of western Pennsylvania companies in the Associated Electric Company System, the 
other aspects of which, including sales of the utility assets here in question, are 
subject to requirements imposed by or pursuant to the provisions of the Public 
Utility Holding Company Act of 1935. With the reservation referred to above, 
the Securities and Exchange Commission, by its order, has determined that all 
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aspects of the plan of acquisition and refinancing subject to its jurisdiction satisfy 
the respective applicable requirements imposed by and pursuant to. that Act. 
Under the terms of this order hereinafter prescribed, such action of the Securities 
and Exchange Commission provides adequate safeguard for the public interest, in- 
sofar as the question is presented whether the purported indebtedness of- Clarion 
to Penelec should be subordinated to any claim of holders of the Participating 
Capital Stock of Clarion other than Penelec. 

(12) The aforementioned 22 kv transmission line of Associated Maryland con- 
nects the Deep Creek power plant of Youghiogheny with a 22 kv transmission 
line of Penelec in the State of Pennsylvania, thereby providing loop service to the 
area served by Penelec’s 22 kv line. Associated Maryland’s 22 kv line will in the 
near future cease to be used to supply energy sold at wholesale at or near the 
towns of Hoyes and Friendsville, Maryland. Said line will thereafter be used 
both to supply electric energy to the Deep Creek power plant for station uses, and 
to supply electric energy to Penelec’s 22 kv line in emergencies. 

(13) The considerations proposed to be paid for the assets and facilities of 
Associated Maryland by Youghiogheny and Penelec successively include $1,717.97 
for what is labeled “organization” on the books of Associated Maryland, and $1,- 
031.88 representing electric plant acquisition adjustments. There is no showing 
that these amounts are related to the facilities proposed to be acquired. 

(14) The proposed sale by Associated Maryland and acquisitions by Youghio- 
gheny and Penelec as hereinafter authorized and approved will tend to advance 
the integration of the facilities involved, and will result in simplification of the 
corporate structures. 

(15) Penelec has submitted satisfactory evidence of compliance with the 
requirements of State laws in relation to project No. 309, as required by section 
9 (b) of the Federal Power Act. 

(16) The aforesaid proposed sale by Associated Maryland and acquisitions by 
Youghiogheny and by Penelec and the transfer of the license for project No. 309, 
all as hereinafter authorized and approved, will be consistent with the public 
interest. 

(17) The proposed transactions for which authorization is sought by the 
application filed January 5, 1942, for merger and transfer of license (docket 
No. IT-5760 and project No. 309) supersede those for which authorization was 
sought by application filed April 30, 1987, (docket No. IT-5466). The application 
filed January 23, 1942, pursuant to balance sheet accounts instruction 6-E, 
supersedes that filed January 21, 1942 (docket No. IT-5763). 

(18) The amounts included in the aforesaid dispositions of $4,739,950.95 and 
$12,609,599, referred to in paragraphs (h) and (i), above, and classified in 
Account 107, electric plant adjustments, as proposed, may under the circum- 
stances of this case, properly be assumed to be of such nature that their disposi- 
tion as proposed is in conformity with correct accounting principles and the 
Commission’s Uniform System of Accounts, pending completion of original cost 
studies and completion of field studies by the Commission’s staff. 

(19) The proposed accounting adjustments and dispositions by Penelec re- 
ferred to in paragraph (k), above, insofar as requiring Commission permission, 
are reasonable under the circumstances of this case, in view of the exhaustion 
of Penelec’s earned surplus by other accounting adjustments proposed to be 
made, as referred to in paragraphs (ii), (vii), (ix), (>) and (é), above, in the 
order named, and are in accord with conservative accounting practice. 

(20) Proper accounting requires that provision be made for the ultimate 
retirement or disposition of the $10,100,146 classified in Account 100.5, electric 
plant acquisition adjustments as referred to in paragraph (ix), above. Pending 
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completion of cost studies and investigation and consideration thereof by this 
Commission, the setting up of a special reserve against which it will charge 
such amounts in its plant accounts in excess of original cost as this Commission 
may hereafter lawfully order or require to be charged off, as Penelec has con- 
sented and agreed to do, constitutes a proper and reasonable accounting 
procedure. 

And the Commission orders that: 

(A) The aforesaid proposed sale of assets and facilities by Associated Mary- 
land and acquisition thereof by Youghiogheny are hereby authorized and ap- 
proved upon the terms and conditions and for the purposes set forth in the 
application, and subject to the terms of this order. 

(B) The foregoing authorization and approval of sale by Associated Mary- 
land and acquisition by Youghiogheny are subject to the condition that the 
proposed acquisition by Penelee of assets and facilities of Youghiogheny is 
consummated within 60 days after such sale and acquisition or within the 
period limited by paragraph (L) of this order, whichever is less. 

(C) The aforesaid proposed acquisition by Penelee of assets and facilities of 
Solar, Erié, Clarion, and Youghiogheny is hereby authorized and approved upon 
the terms and conditions and for the purposes set forth in the application, and 
subject to the terms and conditions of this order. 

(D) The application by Penelec for an order authorizing the acquisition of 
assets and facilities, insofar as it seeks approval of the acquisition of the assets 
and facilities of Logan, is hereby dismissed for want of jurisdiction. 

(E) Nothing in this order contained shall be taken as in any way determining 
or foreclosing the question whether the purported indebtedness of Clarion to 
Penelec should be subordinated to any claim of holders of the participating stock 
of Clarion other than Penelec, and this order is made without prejudice to any 
determination of that question by the Securities and Exchange Commission 
or in any other due manner. 

(F) The foregoing authorization of the proposed acquisition by Penelec is 
subject to the following conditions: 

(i) Within sixty (60) days from the consummation of the acquisitions and 
refinancing involved in this proceeding and in the above-mentioned proceeding 
before the Securities and Exchange Commission, Penelec shall create a special re- 
serve of $10,100,046, which shall be classified in Account 258.3 and entitled “re- 
serve for amounts in excess of original cost of utility plant.” Such reserve shall 
be created by appropriations from Account 271.1, earned surplus, at December 31, 
1941, to the extent of the balance therein at the time of creation of said reserve and 
from Account 270, capital surplus, which shall be augmented by an appropriation 
from stated capital for shares of common stock by the reduction of the par 
value thereof. 

(ii) Penelee shall complete cost studies and plan of reclassification of ac- 
counts as required by the Commission’s Uniform System of Accounts and 
orders incidental thereto, with diligence and expedition and shall charge to 
the special reserve hereinbefore described, any amounts in its plant accounts 
in excess of original cost that this Commission may lawfully order or require to 
be charged off, and no other amounts. 

(iii) Any balance in said special reserve account determined by the Commis- 
sion to be not required for the purposes specified in paragraph (ii), immediately 
above, may be transferred by Penelec to its capital surplus account. 

(G) The aforesaid proposed dispositions of $12,609,599 classified in Account 
107, electric plant adjustments, as referred to in paragraph (h) above, and 
by. Youghiogheny of $4,739,959.75, classified in the same account, as referred to 
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in paragraph (i), above (of which $4,694,952.88 is included in the aforesaid 
$12,609,599), are hereby approved. -° 

(H) The foregoing authorizations of the proposed sale by Assoviated Mary- 
land and proposed acquisitions by Youghiogheny and Penelec are subject to the 
condition that Penelec shall collect from its parent Associated Electric Company 
the sum of $2,749.85 which the latter agreed to contribute by its letters of 
January 23, 1942, and January 30, 1942, referred to above, and shall charge off 
corresponding amounts in its Accounts 100.5 and 301 as agreed in its letter of 
January 23, 1942, referred to above, within not to exceed sixty (60) days from 
the consummation of the acquisition and refinancing. 

(I) Consent is hereby granted to the withdrawal by Penelec and Clarion 
of their application filed April 30, 1987 (docket No. IT-5466) and to the with- 
drawal by Penelec of its application filed January 21, 1942, pursuant to balance 
sheet accounts instruction 6-E (docket No. IT-5763). 

(J) Permission is hereby granted Penelec, insofar as required by balance sheet 
accounts instruction 6-E of the Commission’s Uniform System of Accounts, to 
make credits and charges to surplus, amortize unamortized debt discount and 
expense, dispose of redemption premium and sales premium, and charge off ex- 
penses of the proposed refunding as proposed in its application therefor filed 
January 23, 1942. 

(K) The foregoing authorizations are without prejudice to the authority 
of this Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of costs, or any valuation of 
property claimed or asserted, or as a final approval of any proposed reclassifica- 
tion of accounts or determination of amounts to be set up in Account 100.5, 
electric plant acquisition adjustments, or Account 107, electric plant adjustments. 

(L) The foregoing authorizations, approvals, and permission shall expire 
unless acted upon within 90 days after the entry of this order. 

(M) Penelec, Associated Maryland, and Youghiogheny shall report with ref- 
erence to the subject matter hereof as required by the Commission's Rules of 
Practice and Regulations and shall file proposed journal entries within six 
months from the date of consummation of the proposed acquisitions as required 
by the provisions of the Commission’s Uniform System of Accounts. Nothing 
in this order contained shall] be construed as relieving any of the other com- 
panies from any requirement applicable to it, prescribed by said system of 
accounts, as to the filing of its proposed journal entries within said period of 
six months. 

(N) The transfer of license for project No. 309 from Clarion, licensee, to 
Penelec is hereby approved, effective as of the date of conveyance of the project 
properties, as hereinabove authorized, and subject to the provisions of section 8 
of the Act and section 9.3 of the Commission’s Rules of Practice and Regulations. 

(O) The provisions of this order are subject to the condition that the Com- 
mission does not waive any power or authority which it otherwise would have 
at any time hereafter with respect to interconnection and coordination of facili- 
ties, physical connection of transmission facilities, sale or exchange of energy, 
temporary connections of facilities, generation, delivery, interchange or trans- 
mission of energy, rates and charges, interstate service, or the conservation and 
utilization of navigation and water power resources, and the Commission does 
not consent to or acquiesce in any restriction or limitation of any such power 
or authority. 
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Order to show cause and fixing date of hearing 
Central Illinois Public Service Company 
(Docket No. IT-5772) 

February 20, 1942 


It appearing to the Commission that: 

(a) Central Illinois Public Service Company (hereinafter referred to as com- 
pany) is engaged in the transmission and sale at wholesale of electric energy 
in interstate commerce and may be, therefore, a public utility within the mean- 
ing of the Federal Power Act subject to the jurisdiction of the Commission ; 

(b) The company has filed purported reclassification of accounts and original 
cost studies pursuant to electric plant accounts instruction 2-D of the Commis- 
sion’s Uniform System of Accounts prescribed for public utilities and licensees 
and the Commission’s order of May 11, 1937, pertaining thereto ; 

(c) The staff of the Federal Power Commission has made a field study of the 
company’s purported reclassification of accounts and original cost studies ; 

(d) The company has failed in many respects to comply with the requirements 
of the Commission’s Uniform System of Accounts concerning the reclassification 
of. its plant accounts, and the Commission’s order of May 11, 1937, pertaining 
thereto, and more particularly as follows: 

(i) The company has failed to make proper analyses of records of cost of 
its electric plant to permit a proper reclassification thereof to the prescribed 
accounts ; 

(ii) The company has not made such analyses as would permit the determina- 
tion of unrecorded or underpriced retirements ; 

(iii) The company has made estimates of costs which appear to be arbitrary, 
unsupported and unnecessary because of available records; 

(iv) The company has classified as unsegregated plant acquisition adjustments 
the difference between the recorded cost of acquired plant, all departments, and 
its determination of original cost of electric and gas utility plant plus amounts 
transferred to other utility plant accounts; no classification being made of 
amounts includible in Account 100.5, electric plant acquisition adjustments ; 

(v) The company has reflected in other accounts amounts properly includible 
in Account 107, electric plant adjustments, contrary to the provisions of electric 
plant instruction 1-F; 

The Commission orders that: 

(A) Central Illinois Public Service Company show cause, if any there be, 
at a public hearing to be held on March 23, 1942, at 10 a. m., Central War Time, 
in the Offices of the Illinois Commerce Commission, Centennial Building, at 
Springfield, Illinois, why the Commission should not by order require the com- 
pany to prepare and submit reclassification of accounts and original cost studies 
in accordance with the requirements of the Commission’s Uniform System of 
Accounts and its order of May 11, 1987, all in accordance with the evidence 
adduced at such public hearing; 

(B) The Illinois Commerce Commission may participate in the hearing as 
provided in Part 39, section 39.4, of this Commission’s Rules of Practice and 
Regulations prescribed pursuant to the provisions of the Federal Power Act. 
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Order approving disposition of amounts in Account 107, gas plant adjustments 


West Texas Gas Company 


(Docket No. G—226) 
March 3, 1942 


It appearing to the Commission that: 

(a) On December 24, 1941, West Texas Gas Company, hereinafter referred 
to as “company,” filed and submitted its proposed reclassification and original 
cost studies required by gas plant accounts instruction 2—D of the Commission’s 
Uniform System of Accounts Prescribed for Natural Gas Companies, effective 
January 1, 1940, and the Commission’s order of April 9, 1940; 

(b) By letter dated December 31, 1941, the company was notified that its 
reclassification and original cost studies “have been accepted for filing but such 
acceptance under no circumstances shall be construed as approving the figures 
contained therein; on the contrary, the Commission reserves the full right at 
any time in the future to make such examination and analysis of the studies 
submitted, including an examination of the books of account and other docu- 
ments in possession of the company as it may deem warranted, and to order 
such adjusting entries as may be appropriate.” 

(c) In the filed report, an amount of $40,385.47 was reclassified to Account 
107, gas plant adjustments, the items comprising: 


(i) Rights-of-way, land, building, and concrete reservoir, owned by 
the company but which are not now used for utility purposes_ $18, 762. 60 

(ii) Materials removed and returned to warehouse but not retired 

from gas property account, when certain equipment was 
transferred to a new location 249. 81 

(iii) Services, meter and house regulator installations, mains, 

structures and improvements, and miscellaneous other items 

which were not removed from gas plant accounts at the time 
of retirement or abandoment. 21, 373. 06 


(d@) The company in its reclassification and original cost report, statement H, 
Suggests that these items be disposed of by transfer to the following accounts: 


To Account 110, other physical property 
To Account 131.1, material and supplies-gas 
To Account 250.11, reserve for depreciation of gas plant in 


(e) The eompany, by.application dated January 9, 1942, requests authorization 
to dispose of the amounts reclassified in Account 107, gas plant adjustments, as 
set forth in paragraph (c) hereof, by charging.such amounts to the accounts 
indicated in paragraph (d) hereof; 

(f) The Commission’s staff has made no field study of West Texas Gas Com- 
pany’s reclassification and original cost studies; 
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(g) Account 107 of the Commission’s Uniform System of Accounts provides, 
among other things, that the amounts recorded therein shall be disposed of as 
the Commission may approve or direct. 

The Commission finds that: 

The proposed disposition of the amount of $40,385.47, now classified by the 
company in Account 107, gas plant adjustments, in the manner set forth in 
paragraph (d) hereof, is in conformity with correct accounting principles and 
the Commission’s Uniform System of Accounts Prescribed for Natural Gas 
Companies. 

The Commission orders that: 

(A) The company dispose of the amount of $40,385.47, classified in Account 
107, gas plant adjustments, in the manner set forth in paragraph (d) hereof; 

(B) The proposed journal entries reflecting the disposition of Account 107, 
gas plant adjustments, be and they are hereby approved ; 

(C) This order shall not be construed as a determination by the Commission 
with respect to the correctness of the amounts properly includible in Account 
107, nor as indicating that the amount which the company proposes to dispose 
of represents the final amount which should be disposed of, and is without 
prejudice to such further action which the Commission may require following 
the reclassification of the company’s accounts in conformity with the Commis- 
sion’s Uniform System of Accounts Prescribed for Natural Gas Companies. 


Order extending authorization and approval granted by prior order 
Pacific Power & Light Company and Inland Power & Light Company 
(Docket No. IT-5469) 

March 6, 1942 


Upon an application filed February 18, 1942, by Pacific Power & Light Com- 
pany, one of the applicants in the above-entitled proceeding, for extension of 
time within which to consummate the transaction authorized by this Com- 
mission’s order of December 9, 1941, in said proceeding ; 

It appearing to the Commission that: 

(a) The applicant, Pacific Power & Light Company, has determined to pro- 
ceed with the consummation of the transaction as authorized by this Com- 
mission’s said order of December 9, 1941, and has taken certain steps precedent 
thereto and has applied to the Securities and Exchange Commission for an 
order authorizing the making of a capital contribution by Pacific Power & 
Light Company to its subsidiary, Inland Power & Light Company, as a neces- 
sary or desirable preliminary step toward the consummation of the transac- 
tion heretofore authorized by this Commission ; 

(b) Such order by the Securities and Exchange Commission will not be 
issued in time to permit the consummation of the transaction as authorized 


within the 90 days’ period limited by paragraph (J) of this Commission’s order 
of December 9, 1941 ; 

The Commission orders that: 

Paragraph (J) of said order of December 9, 1941, is hereby amended to read 
as follows: 


“(J) This authorization shall expire unless acted upon on or before May 9, 
1942.” 
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Order authorizing amendment of license to permit additional diversion for 
temporary use 


The Niagara Falls Power Company 
(Project No. 16) 
March 10, 1942 


Upon consideration of the application filed December 11, 1941, by The Nia. 
gara Falls Power Company, Licensee of project No. 16, for amendment to ita 
license for project No. 16, to permit an additional diversion of 7,500 c. f. s. of 
water from the Niagara River for temporary use through said project; and 

It appearing to the Commission that: 

(a) By an exchange of notes at Washington, D. C., on October 27, 1941, 
approved by the Senate on November 27, 1941, the Governments of the United 
States and Canada agreed that during the present emergency an additional 
7,500° c. f. s. of water may be diverted on the United States side of the 
Niagara River; the additional diversion being subject to reconsideration by 
both governments on October 1, 1942; 

(bo) The Niagara Falls Power Company has facilities through which it 
may utilize the emergency diversion of 7,500 c. f. s. of water to generate 25- 
cycle electric energy which is urgently needed to supply essential defense in- 
dustries in the Buffalo-Niagara Falls area of New York State; 

(c) By telegram of November 29, 1941, the Commission granted The Niagara 
Falls Power Company temporary authority to divert the additional 7,500 c. f. s. 
through its project No. 16, said telegram reading as follows: 

“The Niagara Falls Power Company, Licensee of project No. 16, is hereby 
granted a temporary authorization by the Federal Power Commission to divert 
immediately from the Niagara River for temporary use through said project, 
the additional seven thousand five hundred cubic feet of water per second made 
available to the United States, as an emergency national defense measure, by 
the special agreement of October 27, 1941, between the United States and 
Canada, which was ratified by the Senate on November 27, 1941. The addi- 
tional diversion will enable the Company to generate 25-cycle electric energy 
urgently needed by essential defense industries in the Buffalo-Niagara Falls 
area of New York State. This authorization is an emergency measure required 
in the interests of national defense and will remain in force thirty days, dur- 
ing which period the terms and conditions under which the additional seven 
thousand five hundred cubic feet of water per second shall be diverted will be 
determined. Such terms and conditions will be made effective as of today and 
will be substantially identical to those prescribed in the Commission’s order 
of September 16, 1941, with respect to project No. 16, as modified by the Com- 
mission’s order of November 14, 1941, heretofore accepted by you. These 
conditions are designed to protect the public interest and to promote the in- 
terests of national defense, and to prevent the enjoyment of any excess profits 
from the emergency diversion. An immediate reply by wire is requested.” 

(d) Public notice of the application filed December 11, 1941, by The Niagara 
Falls Power Company for an amendment to its license for project No. 16 has 
been duly given pursuant to section 6 of the Federal Power Act, and no protests 
thereto have been filed with the Commission ; 

(e) The Power Authority of the State of New York, the Public Service Com- 
mission of New York, and the Water Power and Control Commission of New 
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York have been afforded an opportunity to present their views with respect to 
the request for authorization to divert additional water by said licensee; 

The Commission finds that: 

(1) An emergency exists within the meaning of section 202 (c) of the Federal 
Power Act by reason of the urgent need for 25-cycle electric energy to supply 
the power requirements of essential defense industries in the Buffalo-Niagara 
Falls area of New York State; 

(2) The terms and conditions hereinafter provided for the use of the addi- 
tional 7,500 c. f. s. of water are substantially identical to those prescribed in 
amendment No. 4 of the project No. 16 license, authorizing a similar emergency 
diversion of 5,000 c. f. s., which amendment was accepted by the company on 
December 8, 1941; 

(3) For purposes of this amendment, a separate determination of the quan- 
tity of kilowatt-hours of electric energy generated from the emergency diver- 
sion of 7,500 c. f. s. is not necessary: Provided, That the total quantity of kilo- 
watt-hours generated from the emergency diversion of 7,500 c. f. s. and the 
emergency diversion of 5,000 c. f. s. is determined as hereinafter provided! 

(4) It is necessary and appropriate in the public interest and in the interest 
of national defense that the license of project No. 16, issued on March 2, 1921, as 
amended, be further amended to authorize emergency diversion of 7,500 c. f. s. 
of water from the Niagara River for temporary use through said project in 
accordance with the terms and conditions hereinafter provided; 

The Commission orders that: 

(A) The Niagara Falls Power Company be authorized to divert for temporary 
use through project No. 16 additional water from the Niagara River above the 
falls of Niagara at the daily average rate of 7,500 cubic feet per second: Pro- 
vided, That the maximum additional diversion at any time in any calendar day 
shall not exceed 9,000 c. f. s.: 

(B)‘ The license for project No. 16, as amended, be further amended as of 
November 29, 1941, to authorize the additional diversion specified in paragraph 
(A) supra, in accordance with the terms and conditions hereinafter set forth; 

(C) Said authorization shall be: 

(i) Subject to the provisions of the Federal Power Act and the Rules and 
Regulations of the Commission now or hereafter in force; 

(ii) Subject to the terms and provisions of the agreement between the Gov- 
ernments of the United States and Canada evidenced by an exchange of notes 
in Washington, D. C., on October 27, 1941, and approved by the Senate on 
November 27, 1941; 

(iii) Limited to the present national emergency; subject to termination at 
any time upon order of the Commission; and shall not extend beyond October 
1, 1942; 

(iv) Without prejudice to and shall in no wise affect the authority of the 
State of New York or of any agency or instrumentality thereof ; 

(v) Without prejudice to and shall in no wise affect any proceeding now 
pending before the Commission with respect to project No, 16; including, among 
others, the pending proceeding to determine the net investment in project No. 
16, as of March 2, 1921, and the pending proceeding on the application of The 
Niagara Falls Power Company for amendment to its project No. 16 license 
for authority to divert 275 c. f. s. of the 20,000 c. f. s. made available to the 
United States under the International Boundary Waters Treaty of 1910; 

(D) For purposes of said amendment, the quantity of kilowatt-hours gen- 
erated from the emergency diversion of 7,500 c. f. s., in addition to that gen- 
erated from the emergency diversion of 5,000 c. f. s. each month shall be 
determined from hourly readings of station watt-meters, in accordance with the 
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formula prescribed in subparagraph (i) hereunder (which formula is identical 
with that prescribed in amendment No. 4 to the project No. 16 license): 
Provided, That the quantity of kilowatt-hours generated from the 5,000 c. f. s. 
and 7,500 c. f. s. emergency diversions in any calendar month shall not be less 
than the difference between the total actual kilowatt-hours generated during 
that month and the average generated in the same month during the period from 
1937 to 1940, inclusive: 

(i) The kilowatt-hours generated from the 5,000 c. f. s. and the 7,500 c. f. s. 
emergency diversions in each day shall be the difference between the total 
actual kilowatt-hours generated in said day and the kilowatt-hours which could 
have been generated in said day (within the limits of the actual daily diversion) 
by an average daily diversion of 20,000 c. f. s. not to exceed a maximum at 
any time during said day of 24,000 c, f. s.; 

(E) The Niagara Falls Power Company shall pay to the United States, on 
account of the diversion of said additional 7,500 c. f. s., for the purpose of 
reimbursing the United States for the cost of administration of Part I of the 
Federal Power Act, annual charges at the rate of 2% cents per thousand kilo- 
watt-hours generated from the emergency diversion of 7,500 c. f. s.: Provided, 
That the annual charges on the emergency diversion of 5,000 c. f. s. and the an- 
nual charges under this paragraph may be cumputed on the basis of the total 
quantity of kilowatt-hours generated from the 5,000 ¢. f. s. and 7,500 c. f. s. 
diversions ; 

(F) Said authorization shall be subject to the same provisions as to capital 
expenditures, expenses, amortization reserve, and reports as are prescribed with 
respect to the 5,000 c. f. s. emergency diversion in paragraphs 4, 5, 6, 7, 8, 9, 10, 11, 
12, and 13 of amendment No. 4 of the project No. 16 license, which are hereby 
referred to and made a part hereof by reference: Provided, That the 7,500 
e. f. s. emergency diversion authorized by this amendment and the 5,000 c. f. s. 
emergency diversion authorized by amendment No. 4 may be consolidated for 
such purposes ; 

(G) The provisions of said amendment of the license of project No. 16, issued 
pursuant to this order shall control in the event the same conflict with any 
provision in the license of project No. 16, issued on March 2, 1921, as heretofore 
amended ; 

(H) Subject to paragraph (G), supra, said amendment of the license of 
project No. 16, issued pursuant to this order, shall not operate to alter or waive 
any part, condition, or provision of the license for project No. 16, issued on 
March 2, 1921, as heretofore amended ; 

(1) Said amendment to the license of project No. 16, issued pursuant to this 
order, shall be accepted and the terms and conditions thereof agreed to in 
writing by The Niagara Falls Power Company within 30 days after service 
of this order. 


Order denying application for rescission of order to show cause 
Minnesota Power & Light Company 
(Docket No. IT-5769) 
March 12, 1942 


Upon application filed March 3, 1942, by Minnesota Power & Light Company 
for the rescission of the Commission’s Order to Show Cause dated February 3, 
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1942, on the ground that the reclassification of accounts and original cost studies 
now required of applicant are not essential to national defense, and 

It appearing to the Commission that: 

(a) Electric plant accounts instruction 2-D of the Commission’s Uniform 
System of Accounts prescribed for public utilities and licensees requires that 
public utilities submit original cost and reclassification studies on or before 
January 1, 1939; 

(b) On February 2, 1939, and on several subsequent dates, Minnesota Power 
& Light Company filed applications for extensions of time within which to com- 
plete and submit its original cost and reclassification study ; 

(c) In the several applications for extensions of time, the company alleged 
that the work was being diligently prosecuted and that such extensions of time 
were required to file an original cost study as required by the Commission’s 
system of accounts ; 

(d) The Commission acting upon such representations granted the extensions 
prayed for and extended such time within which to file such study until De- 
cember 31, 1940; 

(e) On December 31, 1940, the company filed its purported reclassification and 
original cost study; 

(f) On January 14, 1941, the company was advised that the reclassification 
and original cost study submitted by it was not in compliance with the require- 
ments of the system of accounts in many respects and it was requested to 
revise the study so that it would comply with the system of accounts ; 

(g) On March 12, 1941, the company declined to revise its study as requested 
by the Commission ; 

(h) On May 9, 1941, a further request was made by the Commission whereby 
the company was again requested to make the necessary revisions and the com- 
pany was further advised of the respects in which the study was not in com- 
pliance with the system of accounts; 

(i) On June 17, 1941, the Commission was advised that the company would 
give the matter of revision consideration ; 

(j) In all the afore-described petitions and requests for extensions of time, 
and in the correspondence relating to the revisions, the company represented 
that a large staff of employees was constantly at work on its reclassification 
and original cost study; 

(k) As a result of the failure of the company to revise its reclassification and 
original cost study as requested, the staff of the Commission undertook a field 
examination of the company’s study; 

(l) The staff of the Commission reported that the company had failed in 
many respects, as more particularly described in the staff report dated December 
22, 1941, to comply with the requirements of the system of accounts concerning 
its reclassification and original cost study ; 

(m) On February 3, 1942, the Commission adopted an Order to Show Cause 
requiring the company to respond under oath on or before March 15, 1942, why 
it should not be required to make the revisions and adjustments recommended 
in the report of the staff, which was served upon the company, as more fully 
set forth in said order; 

(n) The plant accounts of the applicant contain more than $20,000,000 of 
inflation and are otherwise incorrectly stated; reclassification and original cost 
studies are necessary to remedy this condition ; 

The Commission finds that: 

(1) The company has been aware at least since January 1941, of substan- 
tially all of the matters presented in the order of February 3, 1942, and has 
made representations that such matters were under consideration by it; 
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(2) Effective and expeditious regulation by State and Federal agencies of 
Public utility prices, securities, mergers, consolidations and acquisitions of 
properties of one utility by another is essential to the defense effort, and such 
regulation is aided by reclassification and original cost studies ; 

(3) Reclassification and original cost studies are an essential aid to prosecu- 
tion of the war effort in that they provide a sound basis for the most effective 
control of the prices of utility services entering into practically every important 
essential war activity as well as into the general cost of living. The avail- 
ability of such regulation as a means of warding off the dangers of inflation in 
this field apparently led the Congress specifically to exempt the control of public 
utility prices from the provisions of the Emergency Price Control Act of 1942; 

The Commission orders that: 

Minnesota Power & Light Company’s application for rescission of the Order 
to Show Cause dated February 3, 1942, be and it is hereby denied. 


Order denying application for authority to permit rate schedule to take effect 
United Gas Pipe Line Company 
(Docket No. G-219) 
March 13, 1942 


It appearing to the Commission that: 

Pursuant to its order of November 19, 1941, a public hearing was held in the 
above-entitled matter on December 4, 1941, at which hearing United Gas Pipe 
Line Company, as applicant, appeared and produced such evidence as it deemed 
pertinent to the issues involved in this proceeding, and briefs have been filed by 
said applicant and by Commission counsel ; 

The Commission, having considered the record herein and the briefs of counsel 
for applicant and for the Commission, finds that: 

(a) United Gas Pipe Line Company, a Delaware corporation, having its prin- 
cipal place of business at Shreveport, Louisiana, owns and operates an inter- 
connected pipeline system for the transportation of natural gas in interstate 
commerce, which pipelines extend through parts of Texas, Louisiana, Mississippi, 
Oklahoma, Alabama, and Florida; the said company also engages in the sale of 
ratural gas in interstate commerce for resale for ultimate public consumption 
for domestic, commercial, industrial and other uses and is, therefore, a natural- 
gas company within the meaning of the Natural Gas Act; 

(b) Memphis Natural Gas Company, a Delaware corporation, having its 
principal office at Memphis, Tennessee, owns and operates facilities for and is 
engaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption for domestic, commercial, industrial and other uses; 

(c) By contract of sale and purchase dated May 24, 1928, and subsequent 
amendments thereto, between Industrial Gas Company (predecessor of United) 
and Memphis Natural Gas Company, United sells to Memphis at wholesale the 
latter’s entire requirements of natural gas. The gas so sold by United to Mem- 
phis is delivered by United, off its interconnected pipeline system in the State of 
Louisiana, and is transported by Memphis out of said State through its (Memphis) 
18-inch transmission pipe line into the State of Tennessee for resale in said State 
of Tennessee for ultimate public consumption for domestic, commercial, indus- 
trial and other uses ; 
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(d) The sale of natural gas by United to Memphis, under the said agreement of 
May 24, 1928, and supplements thereto, which gas is transported without the State 
of Louisiana and resold in the State of Tennessee, is a sale in interstate com- 
merce of natural gas for resale within the meaning of section 1 (b) of the 
Natural Gas Act; 

(e) The said agreement of May 24, 1928, was filed with the Commission on 
August 22, 1988, by United Gas Pipe Line Company and was designated in the 
Commission’s files as “United Gas Pipe Line Company rate schedule FPC No. 5” ; 

(f) On January 31, 1941, United filed with the Commission a letter agreement 
with Memphis Natural Gas Company, dated December 19, 1940, and accepted 
by Memphis January 9, 1941, under which instrument Memphis agreed to reim- 
burse United for one-half of a %4¢ per M. c. f. gathering tax on natural gas 
levied by the State of Louisiana, which tax became effective on August 1, 1940; 
the said filing was accompanied by a request of United to the Commission that 
the letter-agreement be permitted to become retroactively effective as of August 
1, 1940; 

(g) At the time of the execution and of the filing of the said letter-agreement 
and for a number of years prior thereto, United and Memphis were affiliated com- 
panies. United is a subsidiary of United Gas Corporation which latter corpo- 
ration is in turn a subsidiary of Electric Power and Light Corporation, which in 
turn is a subsidiary of Electric Bond and Share Company. National Power and 
Light Company, a subsidiary of the said Electric Bond and Share Company, held 
approximately 16.32 percent of the common stock of Memphis Natural Gas Com- 
pany; a close corporate relationship also existed between United and Memphis 
through common directorships and historical ties extending over a period of 
years. 

(h) The said letter-agreement between United and Memphis applied to the 
gas sold by United to Memphis under United Gas Pipe Line Company rate schedule 
FPO No. 5 and supplements thereto, and constituted a change in rate, charge, 
classification or service to Memphis, or a change in contract between said com- 
panies relating to said rates, charges, classification or service as contemplated 
under the provisions of section 4 (d) of the Natural Gas Act, requiring 30 days’ 
advance notice before becoming effective; 

(4) Pursuant to the provisions of section 4 (d) of the Natural Gas Act, the 
said letter-agreement was permitted by the Commission to become effective on 
March 2, 1941, 30 days after notice to and filing with the Commission, that is, 30 
days after January 31, 1941, and was designated in the Commission’s files as 
“United Gas Pipe Line Company supplement No, 5 to rate schedule FPC No. 5”; 

(j) The aforesaid order of November 19, 1941, setting this matter for hearing 
was entered to afford United full opportunity to present its evidence; 

Wherefore, the Commission further finds that: 

Under the record herein, United failed to adduce evidence which would con- 
stitute “good cause,” within the meaning of section 4 (d) of the Natural Gas Act, 
justifying the Commission to permit the proposed change in rate or charge, or the 
change in contract relating to such rate or charge to become effective, without 
requiring the 30 days’ notice to the Commission and to the public, provided for in 
said section of the Act; 

The Commission orders that: 

The application of United Gas Pipe Line Company for authority to permit 
United Gas Pipe Line Company supplement No. 5 to rate schedule FPC No. 5 to 
take effect as of August 1, 1940, be and the same is hereby denied. 
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Order denying application for reopening and rehearing, or the filing of an amended 
application 


Western Natural Gas Company 
(Docket No. G—168) 
March 13, 1942 


Upon application of Western Natural Gas Company, filed February 17, 1942, 
praying that the Commission (1) set aside its order of April 1, 1941, dismissing 
for lack of jurisdiction the application of Western Natural Gas Company for a 
certificate of public convenience and necessity under section 7 (c) of the Nat- 
ural Gas Act as it then existed and reopen the above-entitled matter for rehear- 
ing, or (2) in the alternative, allow Western Natural Gas Company to file an 
amended application ; 

The Commission orders that: 

The application of Western Natural Gas Company be and the same is hereby 
denied, without prejudice, however, to the filing of a new application for a cer- 
tificate of public convenience and necessity under section 7 of the Natural Gas 
Act, as amended. 


Order rescinding reference to the Attorney General and accepting surrender of 
license (transmission line) 


La Plata Mines Company 
(Project No. 937) 
March 17, 1942 


Upon application filed January 1, 1942, by La Plata Mines Company, licensee 
for transmission line project No. 937, for surrender of license for the project ; 
and 

It appearing that: 

(a) Due to the fact the licensee was delinquent in the payment of annual 
charges for the calendar year 1940, the Commission, on December 9, 1941, or- 
dered that said delinquency be referred to the Attorney General for the institu- 
tion of proceedings for revocation of the license and for collection of annual 
charges and penalties ; 

(b) Before said delinquency had actually been referred to the Attorney Gen- 
eral, the licensee filed its application for surrender and paid the annual charges 
and penalties due under the license for the project for the calendar years 1940 
and 1941; 

(c) The licensee has not returned its copy of the license instrument because 
said instrument cannot be located by the licensee; 

The Commission, having considered the application for surrender of license and 
the project record, finds that: 7 

(1) The Commission’s order of December 9, 1941, referring said delinquency 
to the Attorney General should be rescinded ; 

(2) The acceptance of surrender of license, subject to a certain condition as 
hereinafter imposed, is appropriate; and 
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It is ordered that: 
(A) The Commission’s order of December 9, 1941, “Reference to Attorney 
General for suit to reveke license and to collect delinquent annual charges” is 
hereby rescinded : 

(B) Notwithstanding section 6.1 of the Commission’s Rules of Dinebiicl and 
Regulations, surrender of license for transmission line project No. 937 be and it 
is hereby accepted as of January 1, 1942, subject to the restoration of the right- 
of-way to a condition satisfactory to the Forest Service. 


Order accepting surrender of license, rescinding approval of transfer of license, 
and dismissing joint application for transfer of license for project No. 1320; 
and dismissing application for license for project No. 1813 


Sumpter Valley Dredging Company and Eastern Oregon Light and Power 
Company 


(Projects Nos. 1320 and 1813) 


March 17, 1942 





Upon application filed October 23, 1940, by Sumpter Valley Dredging Company, 
licensee for transmission line project No. 1320, for surrender of its license for 
the line; and 

It appearing that: 

(a) Project No. 1320 consists of a 22,000-volt, 3-phase electric power line 
approximately 12 miles long extending from Bourne to McEwen, Oregon, and 
affects lands of the United States within the Whitman National Forest ; 

(b) The license for the project was issued by the Commission to Sumpter 
Valley Dredging Company on December 11, 1937, and pursuant to joint application 
for transfer of license by licensee and Eastern Oregon Light and Power Company, 
filed July 22, 1939, as revised November 13, 1939, the Commission by order dated 
February 20, 1940, approved transfer of the license to Hastern Oregon Light and 
Power Company, such transfer to be effective as of the date of conveyance of the 
project properties to the transferee ; 

(c) Upon return of the instrument of approval of tranefer, and after Commis- 
sion request for additional information, the licensee and transferee forwarded 
a certified copy of the deed of conveyance of the preperties covered by the license 
which showed that the project properties had been conveyed prior to issuance of 
the license ; 

(d) Because of this situation, the Commission instructed the licensee to sur- 
render its license for the project and advised Eastern Oregon Light and Power 
Company to apply for license for the same project which the company did on 
December 23, 1940, and its application was docketed as application for project 
No. 1813; 

(e) The annual charges under the license for the project have been paid 
for the calendar year 1941 and the licensee has returned the license instrument 
for project No. 1320; 

The Commission finds that: 

(1) Examination of the source of energy transmitted over and the function 
served by the line shows that the line is not a primary transmission line as set 
forth in section 3 (11) of the Federal Power Act under the Commission’s interpre- 
tation of March 4, 1941, and, therefore, the line is not within the licensing 
authority of the Commission, for which reason the pending application of Eastern 
Oregon Light and Power Company for license for the line should be dismissed ; 
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(2) Acceptance of surrender of license for project No. 1320, rescission of the 
aforesaid February 20, 1940, order approving transfer of said license, dismissal of 
the aforesaid July 22, 1989, joint application, as revised November 13, 1989, for 
approval of transfer of said license; and dismissal of the pending application for 
license for project No. 1813, would be appropriate; and 
It is ordered that: 3 1 
(A) Surrender of the license for project No. 1320 is hereby accepted, as of 
January 1, 1942; 
(B) The aforesaid February 20, 1940, order approving transfer of license for 
project No. 1320 is hereby rescinded, and the aforesaid joint application filed 
July 22, 1989, as revised November 13, 1939, for approval of transfer of license for 
project No. 1320, is hereby dismissed ; 
(C) The pending application for license for project No. 1813, filed by Eastern 
Oregon Light and Power Company, is hereby dismissed and referred to the 
Department of Agriculture for appropriate action. 


Order to show cause 
The Ohio Fuel Gas Company 
(Docket No. G—245) 


March 17, 1942 





: It appearing to the Commission that: 

(a) The Ohio Fuel Gas Company (hereinafter Ohio Fuel) is a corporation 
. engaged in the transportation of natural gas in interstate commerce and in the 
. sale in interstate commerce of natural gas for resale for ultimate public consump- 

tion for domestic, commercial, industrial, or any other use, and may be a natural- 
gas company within the meaning of the Natural Gas Act; 
a (b) Ohio Fuel filed with the Commission on January 22, 1942, in response to a 
" Commission letter dated December 24, 1941, an agreement with Anchor Hock- 
ing Glass Corporation (hereinafter Anchor Hocking), dated June 20, 1941, and 
designated in the Commission files as The Ohio Fuel Gas Company rate schedule 
4 FPC No. 30; 
= (c) Ohio Fuel, in filing the agreement with the Commission, requested that it 
- be allowed to become effective as of October 27, 1941, the date when service com- 
ot menced thereunder ; 

(d@) The agreement provides in part that Ohio Fuel will transport natural gas 
zy from Gravel Bank, Ohio, to the plants of Anchor Hocking in Fairfield County, 
™ Ohio, and furnish certain stand-by and deficiency service at a rate of 8¢ per 
- M. ¢. f. for natural gas delivered by the Ohio Fuel to such plants; 
et (e) The plants so supplied are located some 57 miles from Gravel Bank. At 

the rate of 8¢ per M. c. f. for natural gas transported, the average rate is 1.40 
a mills per M. c. f. per mile; 
- (f) Ohio Fuel transports natural gas for an affiliate, The Northwestern Ohio 
Natural Gas Company, for an average of 0.75 mill per M. ec. f. per mile; for The 
River Gas Company for an average of 1.13 mills per M. c. f. per mile; and for 
o United Fuel Gas Company, another affiliate, 150 miles at no charge whatsoever ; 
“7 (g) Anchor Hocking originally intended to transport its own natural gas from 
West Virginia fields to Fairfield County, Ohio, (FPC docket No. G-204), a distance 
ng of some 87 miles, at an estimated cost of 3.509¢ per M. c. f., or an average of 0.40 


mill per M. c. f. per mile. Gas Transport, Inc., a subsidiary of ‘Anchor Hocking, 
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charges Ohio Fuel 3¢ per M. c. f. for transporting natural gas some 38 miles from 
West Virginia fields to Gravel Bank, Ohio, or an average of 0.79 mill per M. ec. f. 
per mile; 

(h) Under the circumstances, and allowing for the standby and deficiency 
service to be furnished under the agreement, the rate of 8¢ per M. c. f. is un- 
reasonable ; 

The Commission orders that: 

The Ohio Fuel Gas Company, on or before April 20, 1942, show cause under 
oath, in writing, if any there be, why: 

(A) The Commission should not determine that the rate specified in The Ohio 
Fuel Gas Company rate schedule FPC No. 30 is unjust, unreasonable, or unduly 
discriminatory ; 

(B) The rate specified in the said rate schedule should not be made the subject 
of an investigation by the Commission. 


Order approving permanent connection for emergency use only 
New Bedford Gas and Edison Light Company 
(Docket No. IT-5771) 


March 20, 1942 





New Bedford Gas and Edison Light Company (hereinafter New Bedford), 
whose principal business address is 719 Massachusetts Avenue, Cambridge, Mas- 
sachusetts on February 9, 1942, applied for Commission approval under section 
202 (d) of the Federal Power Act of a proposed permanent connection with 
Montaup Electric Company (hereinafter Montaup) for the transmission of electric 
energy in interstate commerce for emergency use only : 

From the application, it appears that: 

(a) New Bedford is a Massachusetts corporation operating gas and electric 
manufacturing plants in New Bedford, rendering electric service in Bristol and 
Plymouth Counties, and selling electricity at wholesale to others rendering elec- 
trie service in Barnstable, Dukes, and Plymouth Counties, all within Massa- 
chusetts ; 

(b) Montaup is a Massachusetts corporation operating an electric generating 
plant in Somerset and selling electricity at wholesale to other electric companies 
operating in Massachusetts and Rhode Island; 

(c) The proposed connection will have a capacity of at least 25,000 kva and 
will consist of an overhead 110-kv transmission line extending some 19.75 miles 
between New Bedford’s Acushnet substation and Montaup’s Somerset generating 
station, together with all switching, transforming, and other necessary facilities, 
including additional cable facilities between the Acushnet substation and the 
Cannon Street generating station of New Bedford ; 

(d) The connection is proposed to provide for the interchange of electricity 
between New Bedford and Montaup to assure an adequate and continuous supply 
of electricity for war industries in the territories served by each company. 

(e) The connection is to be used in normal operation to transmit electric 
energy intrastate, but may in case of emergency be used to transmit electric 
energy interstate. For this reason, approval of the connection under section 
202 (d) of the Act, and a determination that its emergency use will not subject 
New Bedford to Commission jurisdiction, are requested ; 
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The Commission, upon consideration of the application and the reports of 
its staff thereon, finds that: ; 

(1) New Bedford is engaged in the transmission and sale of electric energy 
within Massachusetts and is not otherwise subject to the jurisdiction of the 
Commission ; + 

(2) Montaup is engaged in the transmission and sale of electric energy in 
and between Massachusetts and Rhode Island and has been classified as a public 
utility subject to its jurisdiction under the Act; 

(3) New Bedford, because of its present lack of major connection with any 
other electric generating source, the importance of war industries which it 
serves, growing demands upon its generating facilities, and present difficulties 
in securing additional generating equipment, requires a major connection with 
some other electric generating source such as proposed in the application; 

(4) The proposed connection will meet the needs of New Bedford and will 
permit a more general use of its reserve capacity in the event of emergency 
needs occurring on the Montaup system or the systems with which Montaup 
is connected ; 

(5) The connection is desirable in the public interest, particularly in view of 
present war conditions and the importance of war industries served by New 
Bedford and Montaup; 

Wherefore, the Commission orders that: 

(A) The aforesaid permanent connection for interstate emergency use only 
is hereby approved under section 202 (d) of the Act; 

(B) While the connection is owned, operated, and maintained for interstate 
emergency use only, as the term “emergency” is defined in section 32.20 of the 
Rules of Practice and Regulations of the Commission, New Bedford shall not, 
by reason thereof, become subject to the jurisdiction of the Commission; 

(C) New Bedford shall report to the Commission, in accordance with sec- 
tion 32.23 of the Rules of Practice and Regulations of the Commission, setting 
forth the exact time each interstate emergency use of the connection commences 
and ends, the amount of energy received and transmitted during each such 
use, and full facts and details of the reason therefor and the results thereof; 

(D) The Commission may at any future time, upon its own initiative or upon 
complaint, make such investigation and issue such orders as it may deem neces- 
sary for the purpose of ascertaining and determining whether the connection 
continues to be a permanent connection for interstate emergency use only, and 
if the Commission determines otherwise, it may modify or terminate any or 
all provisions of this order. 


Order authorizing issuance of a temporary certificate of public convenience and 
necessity and temporary certificate of public convenience and necessity 
Natural Gas Pipeline Company of America and Texoma Natural Gas Company 
(Docket No, G—235) 

March 21, 1942 


Upon the joint application of Natural Gas Pipeline Company of America 
and Texoma Natural Gas Company filed on March 13, 1942, pursuant to sec- 
tion 7 (c) of the Natural Gas Act, as amended, for a temporary certificate of 
public convenience and necessity to authorize the service of natural gas to 
Illinois Northern Utilities Company for resale in the towns of DeKalb and 
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Sycamore, Illinois, pending determination of the companies’ application, filed 
February 23, 1942, for a certificate of public convenience and necessity cover- 
ing their entire system, the Commission having considered the present applica- 
tion and other material in the Commission’s records and files pertaining to the 
applicants ; and 

It appearing to the Commission that: 

(a) Natural Gas Pipeline Company of America is a corporation organized 
and existing under the laws of Delaware; is engaged in the transportation of 
natural gas in interstate commerce by means of its natural gas transmission 
pipe line extending from the point of juncture with the main pipe line of 
Texoma Natural Gas Company near Gray, Oklahoma, and thence in a north- 
easterly direction across a portion of the State of Oklahoma and across the 
states of Kansas, Nebraska, and Iowa, and into the State of Illinois, to a point 
near Joliet, Illinois; is also engaged in the sale in interstate commerce of 
natural gas so transported to various purchasers for resale for ultimate public 
consumption for domestic, commercial, industrial and other uses and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(b) Texoma Natural Gas Company is a corporation organized and existing 
under the laws of Delaware; is engaged in the production and gathering of 
natural gas in the Texas Panhandle field; is engaged in the transportation of 
natural gas in interstate commerce by means of the natural gas main trans- 
mission pipe line extending from its compressor station in the State of Texas 
near Fritch, into the State of Oklahoma to its sales meter and connection near 
Gray Junction with the system of Natural Gas Pipeline Company of America ; 
is also engaged in the sale in interstate commerce of natural gas so trdnsported 
to Natural Gas Pipeline Company of America for resale for ultimate public 
consumption for domestic, commercial, industrial and other uses and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(c) Applicants are operated under a common management as a single 
enterprise ; 

(d) Said applicants seek a temporary certificate of public convenience and 
necessity authorizing them to serve natural gas to Illinois Northern Utilities 
Company for resale in DeKalb and Sycamore, Illinois, pending the determina- 
tion of their application filed February 23, 1942, for a certificate of public con- 
venience under section 7 (c) of the Natural Gas Act, as amended; 

(e) Natural Gas Pipeline Company of America had, prior to February 7, 
1942, completed the construction of a 4-inch lateral pipe line approximately 16 
miles in length, extending from its existing 20-inch pipe line in the State of 
Illinois to a point near DeKalb and Sycamore, Illinois, for the purpose of serv- 
ing natural gas to said towns; 

(f) Dllinois Northern Utilities Company made application to the War Pro- 
duction Board for permission to receive natural gas necessary to replace man- 
ufactured gas in said towns and permission was granted according to a letter 
dated March 4, 1942, (attached to the application for a temporary certificate 
of convenience and necessity) from J. S. Knowlson, Director of Industry 
Operations, granting to Natural Gas Pipeline Company of America permission 
to deliver to Illinois Northern Utilities Company the necessary quantity of 
natural gas for the purposes of the present consumers of manufactured gas in 
the towns of DeKalb and Sycamore, Illinois, pursuant to the provisions of 
Order L-31 of the War Production Board; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and it is 
hereby authorized to be issued to Natural Gas Pipeline Company of America and 
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Texoma Natural Gas Company, authorizing the applicants to operate the 
facilities already constructed, approximating 16 miles of lateral pipe line, ex- 
tending from its existing 20-inch pipe line in the State of Illinois to a point 
near the towns of DeKalb and Syeamore, Lllinojs, for the purpose of serving 
natural gas to the aforementioned towns, by interconnection of the facilities of 
the applicants and the facilities of the Illinois Northern Utilities Company. 


TEMPORARY CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Upon consideration of the present application and other material in the Com- 
mission’s records and files pertaining to the applicants and pursuant to section 
7 (c) of the Natural Gas Act, as amended, and the preceding order which is made 
a part hereof: 

(A) It is hereby certified that the present public convenience and necessity 
requires that authorization be given to the Natural Gas Pipeline Company of 
America and Texoma Natural Gas Company to make an interconnection with 
their facilities with that of the Illinois Northern Utilities Company in the State 
of Illinois for the purpose of supplying natural gas to the towns of DeKalb and 
Sycamore, Illinois; 

(B) This temporary certificate is issued upon the following express terms 
and conditions: 

(i) During the life of this temporary certificate the rates and charges made, 
demanded, or received by the applicants for or in connection with their transpor- 
tation and sale of natural gas in interstate commerce for resale for ultimate 
consumption in the towns of DeKalb and Sycamore, Ilinois, shall be reasonable 
and in conformance with any and all lawful and existing orders in reference to 
rates entered by the Commission ; 

(ii) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, cost, services, ac- 
counts, or any other matters whatsoever that may come before the Commission; 

(iii) The issuance of this certificate shall not be considerd as an acquiescence 
by the Commission in any estimate or determination of cost or any valuaton of 
property which may be claimed or asserted by the applicants, nor shall it be 
considered as a determination of the service area, un‘ler section 7 (f) of the Act, 
as amended; 

(iv) The Natural Gas Pipeline Company of America and the Texoma Nutural 
yas'Company shall install and keep such system of accounts as may at any time 
be prescribed by the Commissicn ; 

(v) The interconnection and supply of gas from the lateral pipe lines of the 
Natural Gas Pipeline Company of America to the servicing lines of the Illinois 
Northern Utilities Company for the purpose of serving natural gas in the towns 
of Dekalb and Sycamore, Illinois, shall be made ‘not later than the 23rd day of 
March, 1942; 

(vi) This temporary certificate is hereby given immediate effect as of the date 
hereof. This certificate shall not be transferable except upon express approval 
of the Commission ; 

(vii) A violation of any of-the terms or conditions herein set forth in this 
certificate, or any and all lawful orders issued by the Commission in accordance 
with the provisions of the Natural Gas Act, as amended, and the rules and regula- 
tions of the Commission issued pursuant thereto, shall render this certificate null 
and void. 
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In Witness WHEREOF, the Federal Power Commission this 21st day of March 
1942, has caused its name to be signed hereto by Leland Olds, Chairman, and its 
seal to be affixed hereto and attested by Leon M. Fuquay, Secretary, pursuant to 
order adopted March 21, 1942, attached hereto and made a part hereof. 

FEDERAL POWER COMMISSION, 


Chairman. 
Attest: 


Secretary. 


Order enlarging investigation instituted by order of May 22, 1941 


City of Detroit, Michigan and County of Wayne, Michigan v. Panhandle Eastern 
Pipe Line Company nad Michigan Gas Transmission Corporation; Panhandle 
Eastern Pipe Line Company and Michigan Gas Transmission Corporation. 


(Docket Nos. G—200, G-207) 
March 26, 1942 


It appearing to the Commission that: 

(a) By order of May 22, 1941, the Commission instituted an investigation in 
docket No. G-207, of Panhandle Eastern Pipe Line Company and Michigan Gas 
Transmission Corporation for the purpose of enabling the Commission to deter- 
mine with respect to each of said companies (1) whether it is a natural-gas 
company within the meaning of the Natural Gas Act, and (2) whether in 
connection with any transportation or sale of natural gas subject to the juris- 
diction of this Commission, any rates, charges, or classifications demanded, 
observed, charged, or colleeted, or any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications, are unjust, unreasonable, unduly 
discriminatory, or preferential ; 

(b) By order of September 2, 1941, the Commission directed that said pro- 
ceeding in docket No. G—207 be consolidated with the complaint proceeding in 
docket No. G-200 for the purposes of hearing thereon ; 

(c) Hearings in the proceeding designated docket No. G-200 were commenced 
on July 15, 1941, and hearings in the said consolidated proceedings are now 
in progress ; 

(d) During said hearings, Panhandle Eastern Pipe Line Company presented 
evidence showing that its wholly owned subsidiary, Illinois Natural Gas Com- 
pany, an Illinois corporation, purchases natural gas from Panhandle Eastern 
Pipe Line Company at several points of delivery in the State of Illinois, and 
transports said gas in interstate commerce and resells such gas to certain dis- 
tributing companies located in the State of Illinois which, in turn, resell said 


gas for ultimate public consumption for domestic, commercial, and industrial 
use ; 


(e) The evidence adduced in the hearings respecting the revenues, expenses, 
costs, return and other data relating to Panhandle Bastern Pipe Line Company 
has been presented on a consolidated basis for both Panhandle Eastern Pipe Line 
Comnany and Illinois Natural Gas Company ; 
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h (/) Counsel for Panhandle Eastern Pipe Line Company have stated on the 

8 record that Illinois Natural Gas Company is “an operating department or arm 

o of the Panhandle Eastern Pipe Line Company” and that they “are disregarding 
the separate corporate entity of these two companies in this investigation” ; 

(g) The Supreme Court of the United States, in the October Term, 1941, has 
held (JUinois Natural Gas Company v. Central Illinois Public Service Company 
and [Uinois Commerce Commission, 314 U. S. 498) that said Illinois Natural Gas 
Company engages in interstate commerce in the purchase and sale of natural 
gas and is a natural-gas company within the meaning of the Natural Gas Act; 

(h) The rates, charges, classifications, rules, regulations, practices, or con- 
tracts, of Illinois Natural Gas Company, subject to the jurisdiction of this Com- 
mission, may be unjust, unreasonable, unduly discriminatory, or preferential ; 

The Commission orders that: 

(A) The ‘investigation instituted by the Commission’s order of May 22, 1941, 
ni is hereby enlarged to include an investigation of the Illinois Natural Gas Com- 
le pany for the purpose of enabling the Commission : 

n. (i) To determine with respect to said company whether in connection with 
any transportation or sale of natural gas subject to the jurisdiction of this 
Commission, any rates, charges, or classification demanded, observed, charged, 
or collected, or any rules, regulations, practices, or contracts affecting such 
rates, charges, or classifications, are unjust, unreasonable, unduly discriminatory, 
or preferential ; and 

in (ii) If the Commission, after hearing has been had, shall find that any of 

as said company’s rates, charges, classifications, rules, regulations, practices, or con- 

r- tracts, subject to the jurisdiction of this Commission, are unjust, unreasonable, 

as unduly discriminatory, or preferential, to determine and fix by appropriate order 

in or orders, just and reasonable rates, charges, classifications, rules, regulations, 

is- practices, or contracts to be thereafter observed and in force; 

d, (B) Illinois Natural Gas Company be and it is hereby made a party re- 

“ts spondent to the proceeding designated docket No. G—207. 

ily 

~ Order approving disposition of amounts in Account 107, electric plant 

adjustments 
ed New Hampshire Gas and Electric Company 
ow 
(Docket No. IT-5767) 

ted March 31, 1942 

m- 

orn It appearing to the Commission that: 

nd (a) On January 3, 1939, New Hampshire Gas and Electric Company, here- 

lis- inafter referred to as “company,” filed and submitted its proposed reclassifica- 

aid tion and original cost studies required by electric plant accounts instruction 

‘ial 2-D of the Commission's Uniform System of Accounts prescribed for public 
utilities and licensees, effective January 1, 1937, and the Commission’s order 

ses, of May 11, 1987, relating thereto ; 

any (b) By letter dated January 7, 1939, the company was notified that its 

ine 1eclassification and criginal cost studies had been accepted for filing, but that 


“The acceptance for filing of the above-mentioned original cost and reclassifica- 
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tion studies shall under no circumstances be construed as approving the figures 
contained therein, but on the contrary, the Commission reserves the full right 
at any time in the future to make such examination and analysis of the studies 
submitted, including an examination of the books of account and other docu- 
ments in possession of the company, as it may deem warranted, and to order 
such adjusting entries as may be appropriate” ; 

(c) The Commission’s staff has made no field study of the company’s reclassi- 
fication and original cost studies; 

(d) Statement G of the reclassification and original cost studies submitted 
by the company sets forth the amount of $283,371.01 in Account 107, electric 
plant adjustments. This report further states, on pages 16 aud 17 thereof, 
that the New Hampshire Public Service Commission, by Orders Nos. 3388 and 
3413, dated November 29, 1937, and December 30, 1937, respectively, authorized 
a restatement of the company’s common stock, thereby creating capital surplus 
of $500,000.00 to be utilized in part to adjust the electric plant accounts in ac- 
cordance with the cost study as of December 31, 1933. The relating adjusting 
entries show that in addition to debits and credits to other accounts, capital 
surplus was debited in the amount of $389,410.44, and electric plant was credited 
in the amount of $291,780.58. The report further states that after disposition of 
$291,780.58, a credit balance of $8,409.57 results ($291,780.58 minus $283,371.01), 
a portion of which, in the amount of $5,572.51, represents the required adjust- 
ments of retirements for the years 1934, 1935 and 1936, in accordance with the 
unit costs disclosed by the cost study as of December 31, 1933, and also certain 
minor adjustments to the electric plant additions subsequent to the cost study. 
These adjustments have been disposed of by charges to Account 107, electric 
plant .adjustments, in the amount of $5,572.51, and to Account 270, capital 
surplus, in the amount of $617.43, and a corresponding credit to Account 250, 
reserve for depreciation of electric plant, in the amount of $6,189.94. There 
remains a credit balance includible in Account 107, electric plant adjustments, 
of $2,837.06 as of December 31, 1938, of which no disposition has been made; 

(e) The company, by letter dated January 5, 1942, made application to this 
Commission for approval of a proposed disposition of a credit balance in 
Account 107, ‘electric plant adjustments, in the amount of $1,619.96 as of 
December 31, 1941. It was proposed that this amount be transferred to 
Account 271, earned surplus. The credit balance of $1,619.96 as of December 
$1, 1941, reflects certain additional minor adjustments since December 31, 1938, 
on which date the amount was stated, as above, to be $2,837.06. After review- 
ing the company’s original cost report and the letter of January 5, 1942, the 
company was notified by letter dated January 21, 1942, that an application 
should be filed to dispose of all amounts classified in Aecount 107, electric plant 
adjustments, instead of merely the credit balance referred to above; further- 
more, the information should be furnished in such application concerning the 
nature of the amounts classified therein, together with appropriate explanation 
of the proposed disposition thereof; 

(f) In accordance with the suggestions set forth in paragraph (e€) above, the 
company filed an application for approval of the disposition of all amounts 
classified in Account 107, electric plant adjustments. The application was 
received on January 30, 1942, and based upon the information contained 
therein, the items claimed to be includible in Account 107, electric plant 
adjustments, and the disposition proposed therefor, are summarized as follows: 
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Proposed disposition of remaining 
items for which approval is re- 
quested 


| 
Amount dis- 
ofby | 
Amount in- ommission’s 
Description cludible in -* order of | 
Account 107 Mar. 11, 1941, | 

docket No. | 

IT-5679 


Account 250, 
Account 270, reserve for 
capital surplus | depreciation of 
| electric plant 
' 
Adjustment resulting from 
physical inventory and origi- | 
nal cost study as of Dec. 31, | 
1933 (transfer to capital sur- | 
lus authorized by New | 
Fampsnire Publie Service 
Commission Orders Nos. 3388 } 
and 3413, dated Nov. 29, 1937, 
and Dec. 30, 1937, respec- | 
tively) ......... : -| $291, 780. 58 | 
Credits arising from _ repric- | 
ing retirements at original i 
cost for years 1934 to 1936, in- | 
clusive - -..- | ($5, 572. 51) 
1 | 
| 
| 





Minor adjustments to inven- 
tory and original cost study: 
1933-36 
$494. 11 
590. 91 
- (617. 20) 


200, 160. 62 (5, 572. 51) 


($749. 28)| (1, 619. 96) | 


It is noted from the application that the use of Account 107, electric plant 
adjustments, for the purposes of accumulating minor adjustments to the 1933 
inventory and cost study, subject to clearance prior to January 1, 1942, was 
approved by the New Hampshire Public Service Commission. In view of the 
fact that the original adjustment of electric plant as of December 31, 1933, in 
the amount of $291,780.58 was disposed of through Account 270, capital surplus, 
the company considers that the remaining credit of $1,619.96, representing 
additional adjustments to electric plant at December 31, 1933, should be 
disposed of in the same manner; 

(g) The Commission, by its order dated March 11, 1941, in docket No. 
IT-5679 has approved the disposition of the amount of $749.28 in connection 
with the sale of distribution facilities in the towns of Brookline and Hollis, 
New Hampshire, this amount being included in the foregoing tabulation of 
amounts includible in Account 107, electric plant adjustments. There remain 
items of the net amount of $234,588.11 for which approval as to disposition is 
now sought by the company. 

These items comprise: 


Adjustments resulting from physical inventory and original cost 

study as of December 31, 1933 $291, 780. 5S 
Credits arising from repricing retirements at original cost for 

years 1934 to 1936 (5, 572. 51) 
Other minor adjustments 
Less: Amount disposed of by Commission’s order re 

docket No. IT--5679 (749. 28) (1, 619. 96) 


Net amount 


(hk) Account 107 of the Commission’s Uniform System of Accounts provides, 
among other things, that the amounts recorded therein shall be disposed of as 
the Commission may approve or Girect ; 
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The Commission finds that: 
The proposed plan for disposition of the amount of $284,588.11, established 
in Account 107, electric plant adjustments, and set forth in paragraph (f) 
hereof, is in conformity with correct accounting principles and the Commission's 
Uniform System of Accounts prescribed for public utilities and licensees ; 

The Commission orders that: 

(A) The company dispose of the amount of $284,588.11, established in Account 
107, electric plant adjustments, as set forth in paragraph (f) hereof; 

(B) The proposed journal entries reflecting the disposition of Account 107, 
electric plant adjustments, be and they are hereby approved ; 

(C) This order shall not be construed as a determination by the Commission 
with respect to the correctness of the amounts properly includible in Account 
107, nor as indicating that the amount which the company proposes to dispose 
of represents the final amount which should be disposed of, and is without 
prejudice to such further action which the Commission may require following 
the reclassification of the company’s accounts in conformity with the Commis- 
sion’s Uniform System of Accounts. 


Order amending order of February 17, 1942 


St. Croix Falls Minnesota Improvement Company and St. Croix Falls Wisconsin 
Improvement Company 


(Docket Nos. IT-5669, IT-5670) 


April 1, 1942 


The Commission orders that: 
Paragraphs (J) and (K) of the Commission’s order of February 17, 1942, in 
the above-entitled matters be and the same are hereby amended to read “April 
80, 1942” instead of “April 1, 1942” in each place where it occurs; in all other 
respects the order of February 17, 1942, shall remain in full force and effect. 





Order denying petition for further hearing 
The California Oregon Power Company 
(Docket No. IT-5714) 

April 1, 1942 


The Commission having under consideration the petition of The California 
Oregon Power Company (hereinafter referred to as “petitioner”) filed with the 
Commission on March 30, 1942, requesting a further hearing in the above-entitled 
matter ; and 

It appearing to the Commission from the said petition and other matters of 
record in this proceeding that: 

(a) By the Commission’s order dated, July 15, 1941, this matter was orig- 
inally set down for hearing on August 11, 1941, and thereafter, upon request of 
petitioner, the matter was postponed from time to time, and the last such post- 
-ponement being to February 26, 1942; 

(6) During the period from February 26, 1942, to March 4, 1942, a hearing 
was held in this matter before a Commission examiner with the Public Utilities 
Commissioner of Oregon participating ; 


nt 
107, 


ion 
unt 
ose 
out 
ing 
1is- 
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(c) At said hearing petitioner was given an opportunity to make a full pres- 
entation of its case; 

(d) The petitioner had ample opportunity to adequately prepare for such 
hearing ; ‘a 

(e) The reasons cited in the petition filed March 30, 1942, do not justify or 
constitute good cause for a further hearing in this matter. 

The Commission finds that: 

The granting of a further hearing in this matter would not be appropriate 
and in the public interest. 

The Commission orders that: 

The petition of the California Oregon Power Company for a further hearing 
in the above-entitled matter be and the same is hereby denied. 


Order dissolving stay and directing compliance 
Alabama Power Company 
(Project No. 618) 
April 4, 1942 


Upon consideration of the record in this proceeding and the answer filed on 
February 2, 1942, by the above-named licensee of project No. 618, in response to 
paragraph (D) of the Commission’s order of January 16, 1942, requiring licensee: 

(1) To show cause in writing, under oath, why the accounting instructions 
and requirements contained in paragraphs (A) to (I), inclusive, of the Com- 
mission’s order of October 7, 1941, as amended, should not be made effective 
and enforced; and 

(2) To submit to the Commission such accounting treatment as the licensee 
may propose for the disposition of disallowed items of claimed cost; and 

It appearing to the Commission that : 

(a) The objections raised by licensee in its answer to the order to show cause 
in this proceeding are substantially the same as those which the United States 
Court of Appeals for the District of Columbia considered and rejected in 
Alabama Power Company v. Federal Power Commission, 128 F. (2d) 280, in 
affirming the Commission’s orders with respect to the Mitchell Dam Project 
No. 82 of the above-named licensee ; 

(6) In its answer to the order to show cause in this proceeding, dated Janu- 
ary 16, 1942, licensee has not submitted any accounting treatment for the dis- 
position of the disallowed items of claimed cost other than that prescribed by 
the Commission’s order of October 7, 1941, as amended ; 

The Commission finds that: 

No cause has been shown why the accounting instructions and requirements 
contained in paragraphs (A) to (1), inclusive, of the Commission’s order of 
October 7, 1941, as amended, should not be made effective and enforced; and 

The Commission orders that: 

(A) The stay of paragraphs (A) to (I), inclusive, of the Commission’s order 
of October 7, 1941, as amended, granted by paragraph (C) of the Commission’s 
order of January 16, 1942, be and the same hereby is dissolved ; 

(B) Licensee comply with the Commission’s order of October 7, 1941, as 
amended, and file FPC Form No. 76 showing such compHunce, on or before 
June 15, 1942. 
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Order approving the making of a permanent connection for emergency use only 
The United Illuminating Company 
(Docket No. IT-5761) 


April 11, 1942 





The United Illuminating Company (hereinafter called “applicant”), a cor- 
poration having its principal place of business at 80 Temple Street, New Haven, 
Connecticut, on January 7, 1942, applied for approval by the Commission of the 
making of a permanent connection for emergency use only at Devon, Connecticut, 
between transmission facilities of the applicant and transmission facilities of 
The Connecticut Light & Power Company. It requested that the Commission 
approve and recognize as one of the necessary steps in the completion of the 
interconnection such limited transmission of electric energy by means of the 
connection as the Commission may deem necessary and advisable for the purpose 
of testing the operation of the comnection. It also requested that the Commission 
decree that the applicant shall not become subject to the jurisdiction of the Com- 
mission by reason of the connection, or by reason of the transmission of electric 
energy thereby, if the connection is operated for emergency use only (in addition 
to the limited extent permitted for the purpose of testing, as aforesaid), in 
uccordance with the last proviso of section 202 (d) of the Federal Power Act. 

The Commission, from a consideration of the application, the reports of its 
staff thereon, and the record of the proceeding In the Matter of The Connecticut 
Light & Power Company, docket No. IT-5665, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Connecticut. 

(2) Applicant is engaged in the transmission and sale of electric energy 
transmitted and sold wholly within the State of Connecticut, and is not otherwise 
subject to the jurisdiction of the Commission. 

(3) The applicant proposes to make a permanent connection connecting both 
of the circuits of an electric transmission line (hereinafter called “tie line”) 
from New Haven to Bridgeport, Connecticut, owned and operated by applicant 
through proper switching equipment and a 30,000 kva voltage regulating trans- 
former. to the 66,000 volt bus of The Connecticut Light & Power Company's 
Devon generating station, located: at Devon, Connecticut. The proposed con- 
nection will be made at a point where applicant’s tie line passes within 1,000 
feet of said generating station. The capacity of the two cireuits comprising 
applicant’s tie line is approximately 25,000 kva each and the capacity of the 
proposed connection will be limited by the capacity of the regulating transformer, 
namely 30,000 kva under normal operating conditions.. In an emergency, how- 
ever, the capacity of the proposed connection could be increased to 50,000 kva 
by separately regulating the generation voltages at applicant’s generating stations 
in New Haven and Bridgeport. The proposed connection will consist of 4/0 
copper wire supported by suspension insulators on steel towers. 

(4) The proposed interconnection may be a facility for the transmission of 
electric energy in interstate commerce. 

(5) Construction of the connection is desirable in the public interest in that 
it would make possible the interchange of electric energy between applicant 
and The Connecticut Light & Power Company in the event of failure of facili- 
ties of either company for the generation or transmission of electric energy 
caused by breakdown, weather conditions, acts of God, or other unforeseen 
occurrences not reasonably within the power of the utility affected to be 
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prevented, resulting in the cutting off or curtailment of the electric service or 
rendering such utility unable to provide adequate service for its customers. 

Wherefore, the Commission orders that: 

(A) The making of the aforesaid permarieit connection for emergency Use 
only is hereby approved under section 202 (d) of the Act. 

(B) Transmission of electric energy by means of the connection, for the 
purpose of testing the operation of such connection, is hereby, approved as a part 
of the making of the connection, such testing not to be continued over a period 
of more than 30 days from the date of the first energizing thereof. 

(C) While the said connection is owned, operated and maintained solely for 
emergency use only, the applicant shall not, by reason of such connection, become 
subject to thé jurisdiction of this Commission as a public utility within the 
meaning of that term as used in the Federal Power Act. 

(D) Applicant shall make reports to the Commission, in accordance with 
section 32.23 of the Commission’s Rules of Practice and Regulations, such reports 
to set forth the exact time each use of the connection begins and ends, the 
amount of energy, if any, transmitted in each direction during each such use, 
by hours, and full facts and details as to the reason for each such use and the 
results thereof. 

(E) The Commission may, at any future time, upon its own initiative or upon 
complaint, make such investigation and issue such orders as it may deem neces- 
sary for the purpose of ascertaining and determining whether the connection 
herein approved continues to be a permanent connection for emergency use only, 
and if the Commission determines. otherwise, it may modify or terminate pro- 
visions of this order. 


Order approving supplement to contract for the sale of electric energy 


Brazos River Conservation and Reclamation District 
(Project No. 1490) 
April 14, 1942 


It appearing to the Commission that: 

(a) Our order of March 14, 1941, approved a contract between Brazos River 
Conservation and Reclamation District, licensee for project No. 1490, and Brazos 
River Transmission Electrie Cooperative, Inc., providing for the sale and pur- 
chase, respectively, of the entire output of the project for a period of 25 years; 

(bd) On August 6, 1941, the licensee, having been first duly authorized by a 
resolution of its Board of Directors, dated April 28, 1941, entered into an agree- 
ment with Brazos River Transmission Electric Cooperative, Inc., supplementing 
the contract heretofore approved so as to permit licensee to use some of the 
output of the project for certain purposes and to require the Cooperative to 
deposit with a trustee United States bonds equal.to 4% of the annual compensa- 
tion to be paid by it to the licensee ; 

(c) Pursuant to the provisions of article 22 of the license, the licensee on 
December 16, 1941, filed copies of the aforesaid resolution and supplemental 
agreement and requested our approval of the supplemental agreement ; 

(d) In his letter of March 23, 1942, the Deputy Administrator, Rural Hleetri- 
fication Administration, advised that the supplemental agreement was approved 
for the Administrator on March 17, 1942; 

The Commission finds that: 

The supplemental agreement will be consistent with the public interest ; 
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The Commission orders that: 

(A) The agreement of August 6, 1941, between the licensee and the Brazos 
River Transmission Electric Cooperative, Inc., supplementing the contract here- 
tofore approved on March 14, 1941, be and it is hereby approved ; 

(B) This order shall be without prejudice to any appropriate exercise of 
administrative or regulatory action and determination hereafter undertaken by 
this Commission or any appropriate state or federal agency. 


Order denying rehearing 
United Gas Pipe Line Company 
(Docket No. G—219) 

April 14, 1942 


Upon application filed April 6, 1942, by United Gas Pipe Line Company alleg- 
ing errors in the Commission’s order of March 13, 1942, in the above-entitled 
proceeding and asking for a rehearing ; 

The Commission finds that: 

No new facts have been presented or alleged in the application for rehearing 
which would justify a reversal or revision of the said order, and no principles 
of law are stated in the application for rehearing which were not fully con- 
sidered by the Commission before it adopted that order ; 

The Commission, therefore, orders that: 

The application for rehearing be and it is hereby denied. 


Order issuing temporary certificate of public convenience and necessity 


Natural Gas Pipeline Company of America and Texoma Natural Gas Company 


(Docket No. G—235) 
April 17, 1942 


Upon consideration of the application filed by the Natural Gas Pipeline Com- 
pany of America on March 28, 1942, pursuant to section 7 (c) of the Natural Gas 
Act, as amended, for a temporary certificate of public convenience and necessity, 
and other material in the Commission’s records and files pertaining to the appli- 
cant; and 

It appearing to the Commission that: 

(a@) Natural Gas Pipeline Company of America is a corporation organized 
and existing under the laws of Delaware and is a natural gas company within 
the meaning of the Natural Gas Act, engaged in the transportation and sale of 
natural gas in interstate commerce by means of its natural gas transmission pipe 
line extending from the State of Oklahoma to a point near Joliet, Illinois; 

(b) Applicant seeks a temporary certificate of public convenience and necessity 
authorizing it to construct an 8%-inch lateral pipe line approximately 10.2 miles 
in length from its existing 20-inch pipe line in the State of Mlinois to a point near 
Rockford, Illinois, for the purpose of serving natural gas in the industrial area 
in the aforementioned city by an inter-connection of its facilities with the facili- 
ties of the Central Illinois Electric and Gas Company, pending determination of 
its application filed February 23, and amended application filed March 26, 1942, 
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for a certificate of public convenience and necessity under section 7 (c) of the 
Natural Gas Act, as amended ; 

(c) Applicant’s proposed expansion of its facilities was approved as a defense 
measure by the Priorities Division of the Office of Production Management on 
July 24, 1941, and such approval was sanctioned by Donald M. Nelson, present 
Director of the War Production Board, on the 29th day of October, 1941; 

(d) Applicant, in conformance with the orders issued by the Office of Produc- 
tion Management, Priorities Division, on July 24 and October 29, 1941, has pur- 
chased quantities of material necessary to construct the proposed extension ; 

(e) Applicant has an adequate supply of natural gas and has been granted 
permission by the War Production Board to make delivery to the extent of 1,000,- 
000 cubic feet per day to the Central Illinois Electric and Gas Company, for the 
purpose of serving the industrial area in Rockford, Illinois; 

The Commission finds that: 

By reason of the present national emergency, public interest requires the issu- 
ance of a temporary certificate of public convenience and necessity authorizing 
the Natural Gas Pipeline Company of America to construct an 8%-inch lateral 
pipe line, approximately 10.2 miles in length, from its existing 20-inch pipe line in 
the State of Illinois to a point near Rockford, Illinois, for the purpose of supply- 
ing natural gas to the industrial area in Rockford, Illinois, pending the disposition 
by the Commission of the company’s application filed February 23, 1942, as 
amended March 26, 1942, for certificate under section 7 (c) of the Natural Gas 
Act; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and is hereby 
issued to the Natural Gas Pipeline Company of America, authorizing said com- 
pany to construct the pipe line proposed in said application and make such inter- 
connections as may be necessary to supply natural gas to the Central Illinois 
Electric and Gas Company, upon the following express terms and conditions: 

(i) Applicant shall cause to be commenced, on or before May 1, 1942, the con- 
struction hereby authorized and the completion of such construction shall be 
within 90 days thereafter ; 

(ii) Applicant shall submit a statement under oath, not later than 30 days after 
commencement of the proposed lateral pipe line, setting forth fully the progress 
of such construction ; 

(iii) The issuance hereof is without prejudice to the authority of the Commis- 
sion with respect to rates, valuation, cost, services, accounts or any other matters 
whatsoever that may come before the Commission ; 

(iv) When the Commission has made its determination upon the application 
tiled by the Natural Gas Pipeline Company of America and Texoma Natural 
Gas Company on February 23, 1942, as amended on March 26, 1942, this certificate 
shall cease to have any force or effect. 


Order authorizing re-tender of license 
Appalachian ‘Electric Power Company 
(Project No. 739) 


April 18, 1942 


On June 26, 1925, the New River Development Company, predecessor of the 
Appalachian Electric Power Company, filed a declaration of intention (docket 
No. DI-86) to construct a water power project on New River near Radford, Vir- 
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ginia. On September 2, 1926, the Appalachian Electric Power Company. (here- 
inafter referred to as the company), as successor in interest, filed a formal ap- 
plication for a license for said project, designated as project No. 739. 

Proceedings prior to decision of Supreme Court in United States -v. Appala- 
chian Electric Power Company.—lIn its opinion and order of April 3, 1931 (11th 
Ann. Rept. 123), the Commission set forth the proceedings theretofore had 
in this matter and directed the issuance of a standard form license for said proj- 
ect. Pursuant thereto a standard form license was tendered to the company on 
May 5, 1931, hereinafter referred to as the 1931 license, made a part hereof by 
reference as Exhibit 1, which license the company refused to accept. 

In June, 1934, the company began construction of said project without a license 
or other Federal authority. In May 1935, the United States instituted an action 
in the United States District Court for the Western District of Virginia to en- 
join construction, maintenance and operation of said project otherwise than un- 
der a license issued by the Commission or, in the alternative, to require the com- 
pany to remove all or any part of the project works which lie within the limits 
of New River. 

That action reached the Supreme Court of the United States, which on 
December 16, 1940, rendered a decision remanding the action to the District 
Court “with instructions to enter an order enjoining the construction, main- 
tenance or operation of the Radford project otherwise than under a license, ac- 
cepted by the respondent within a reasonable time, substantially in the form 
tendered respondent by the Federal Power Commission on or about May 5, 1931, 
or in the alternative, as prayed in the bill.” United States vy. Appalachian Blec- 
tric Power Company, 311 U. S. 377, 429. In its opinion the Supreme Court stated 
that “we assume it [the 1931 license] to be in conformity with the existing 
administration of the Power Act.” Id., at p. 420. 

Proceedings subsequent to decision of Supreme Court: Tender of 1942 l- 
cense.—On April 4, 1941, a tentative draft of license, made a part hereof by 
reference as exhibit 2, was submitted to the company by direction of the Com- 
mission, and on the same date Roger B. McWhorter, Chief Engineer, conferred 
with Graham Claytor, vice president of the company, with respect to the pro- 
visions of said draft. The report of the Chief Engineer on this conference is 
made a part hereof by reference as exhibit 3. 

The company, by letter dated May 21, 1941, made a part hereof by reference 
as exhibit 4, objected to certain provisions of said draft and requested revision 
thereof. After consideration of the company’s request, the Commission made 
some revisions in the provisions objected to by the company in its ietter of 
May 21, 1941, and on July 12, 1941, transmitted to the company a second draft 
of license, as thus revised, made a part hereof by reference as exhibit 5. 

Following further conferences between representatives of the Commission and 
the company, the latter addressed a letter to the Commission, dated September 
23, 1941, made a part hereof by reference as exhibit 6, commenting on this second 
draft, in which it made no objection to some of the revised provisions, but as 
to others objected that'the modification was insufficient, and as to these it re- 
newed its suggestions for revision previously set forth in its letter of May 21, 
1941. : ‘ 

On November 28, 1941, after consideration of the company’s suggestions, the 
Commission transmitted to the company for acceptance a third draft of license, 
and on January 15, 1942, a representative of the company conferred separately 
with a member of the Commission and the Commission’s Chief Engineer, with 
respect to the provisions of this draft. In these conferences the company’s 
representative requested revision of Article 9 in two respects, but did not 
request, on behalf of the company, that any other article or part of the license 
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be revised in any respect. The Chief Engineer’s report to the Commission on 
this conference is made a part hereof by reference as exhibit 7. 

By letter dated January 20, 1942, made a part hereof by reference as exhibit 
8, the Commission tendered to the company a revision of the first sentence of 
Article 9 but declined to make any further revisions and requested that the 
license as thus revised (hereinafter referred to as the 1942 license) be accepted 
by the company on or before January 28, 1942. The 1942 license is made a 
part hereof by reference as exhibit 9. 

Refusal to accept the 1942 license.—By letter of January 27, 1942, made a part 
hereof by reference as exhibit 10, the company advised the Commission of its: 
unwillingness to accept the 1942 license except under a finding by the Court 
that the license is in compliance with the mandate of the Supreme Court. On 
February 24, 1942, the Commission addressed a letter to the company, made 
a part hereof by reference as exhibit 11, commenting on the latter's objections- 
to the provisions of Article 9, and embodying the report of the Commission’s 
investigation of the company’s prior operation of the project based upon records: 
made available by the company to the Commission's representatives, and re- 
quested the company to reconsider its rejection of the tendered license. The 
company agreed to reconsider but, in a letter of March 6, 1942, advised the 
Commission of its intention to abide by its previous decision communicated by 
its letter of January 27, 1942. 

Comparison of 1931 and 1942 licenses.—Some of the articles in the 1942 license 
embody the terms of the corresponding provisions of the 1931 license, either 
without any modification or with only slight changes in phraseology which do not 
modify the effect or content of the provisions. In this category are Articles 8, 
18, 19, 21 and 22 of the 1942 license which correspond with the last sentence of 
Articles 10 and with Articles 22, 23, 24 and 25, in the order named, of the 1981 
license. 

Some of the articles in the 1942 license differ in minor respects from the 
corresponding provisions of the 1931 license, but the present provisions have not 
been objected to by the company. Articles 2, 3, 4, 5, 7, 17 and 20 of the 1942 
license correspond with Articles 2, 3, 4, 7, 9, 21 and 18, in the order named, of 
the 1931 license. Article 13 is in the same category and was taken from a clause 
of Article 10 of the 1981 license and from Articles 11 and 16, with certain modi- 
fications made necessary since completion of construction in 1981. The changes: 
in the present provisions as compared with the corresponding provisions of the 
1981 license have been made either because of completion of construction since 
1931, or as a result of the suggestions of the company, or in order to conform 
the provisions to the existing administration of the Act. The provisions of 
Article 6, dealing with inspection of maintenance and operation, and Articles 10 
and 11, dealing with navigation facilities, were contained in their present lan- 
guage in the draft submitted to the company on July 12, 1941, and the company 
made nv objection thereto at any tirne thereafter. 

Certain suggestions for revisions made by the company in respect to the 
granting clause and Articles 1, 9, 12, 14, 15, 16, and 23 of the 1942 license have 
been considered by the Commission on several occasions but, for the reasons 
hereafter stated, have been rejected. 

The provisions of the granting clause of the 1942 license correspond to the 
first “whereas” clause and the granting clause of the 1931 license. In its 
letters of May 21, 1941, and September 23, 1941, the company objected to: 
(a) the designation of the “Federal Power Act” as the source of statutory 
authority for the issuance of the license instead of, as in the corresponding: 
provision of the 1931 license, the “Federal Water Power Act”; and to (b) the: 
subjection of the licensee to rules and regulations, other than those relating: 
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to practice and procedure, which the Commission may subsequently issue. 
instead of, as in the corresponding provision of the 1981 license, to the specifi- 
cally designated rules and regulations adopted by the Commission on May 1, 
1928, and in effect in May 1935. 

The Commission declines to revise the granting clause to aceord with the 
company’s objections because the Federal Power Act is the sole source of the 
Commission’s present statutory authority and the designation of regulations in 
effect at the time of the issuance of the license, which accord with the practice 
in effect in 1931, would be contrary to the existing administration of the Act. 
Beginning in 1937, the Commission has included in the granting clause of every 
major license a provision subjecting the licensee to the rules and regulations 
of the Commission without limitation to those in effect at the time of the 
issuance of the license. The granting clause of the 1931 license subjected the 
licensee to all of the provisions of the Federal Water Power Act. Section 
4 (h) thereof conferred upon the Commission a continuing authority to issue 
rules and regulations, and section 309 of the Federal Power Act confers a like 
authority. 

Article 1 of the 1942 license is in substantially the same terms as Article 1 
of the 1931 license. In its letters of May 21, 1941, and September 23, 1941, 
the company requested that the license be issued for a 50-year period beginning 
either on June 80, 1934, the date: of the beginning of construction, or May 1935, 
the date of filing suit by the Government. The Commission rejects this request 
and finds no basis for extending the period of the license beyond the date on 
which the 1931 license would have terminated had it been accepted by the 
company within a reasonable time. 

The first sentence of Article 9 of the 1942 license corresponds with Article 
14 of the 1931 license. The changes in this sentence from the corresponding 
provisions of the 1931 license are necessary to conform the present provision 
to the existing administration of the Act. The first sentence of Article 9 was 
submitted to the company on January 20, 1942. The only suggestion for 
revision made in the company’s letter of January 27, 1942, was the inclusion of 
the words “at this project” after the words “of the New River,” in order that 
the criterion of Commission regulation for power purposes should be the conser- 
vation and utilization of power at the project and not elsewhere. The Com- 
mission concludes that such a limitation is inconsistent with the.-mandatory 
provisions of section 10 (a) of the Act, which in this respect are the same as 
those of the original Federal Water Power Act. 

The second sentence of Article 9 of the 1942 license corresponds with Article 
15 of the 1931 license and the changes in terms embodied therein have been the 
basis of the principal objection of the company. The company has requested 
substitution of the release requirements of Article 15 of the 1931 license for the 
second sentence of Article 9. Article 15 of the 1931 license required the 
company, under certain conditions, to discharge in each 24 hours the natural 
flow of the river at the dam site during that period up to a discharge of 
1,150 acre-feet. The second sentence of Article 9 of the 1942 license would 
require the company, under certain conditions, to release not less than 125 
acre-feet of water in any three-hour period, equivalent to an average flow of 
504 c. f. s. in three hours. This change is necessary to conform the present 
provision to the existing administration of the Act. The water year 1930 is 
generally recognized, on the basis of published Geological Survey data, as the 
extreme drovght year in the New River basin. The minimum flow at the 
project dam site during that year is estimated at approximately 500 c. f. s. 

In the drafts of license submitted to the company on April 4 and July 12, 
1941, the Commission proposed to require that water be released from the 
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reservoir at rates in excess of 500 c. f. s. without exception, but upon considera- 
tion of representations made by Vice President Graham Claytor as to the 
effect of the natural pool immediately below the dam, and consideration of the 
company’s voluntary operation of the project on its own responsibility for over 
two years in such manner as to maintain a base flow of approximately £00 
ec. f. s. at the Radford gage, the Commission modified its minimum release 
provision to require only a discharge of 125 acre-feet during a three-hour 
period, an average of 504 c. f. s. for such period, and then only when the flow 
out of the Little River is less than 800 c. f.s. The latter modification is intended 
to relieve the company of any obligation to release water whenever the flow 
at the Radford gage is 800 c. f. s. or more, and is to be construed accordingly. 

The minimum release requirement as thus modified places a lesser restriction 
upon the company than the method of operation which the company, in order to 
avoid complaints from downstream interests, voluntarily adopted and employed 
until after the submission to it of the 1942 license in final form, and will at no 
time require it to draw upon its storage to maintain the required minimum flow 
below the dam. 

The Commission in February 1942 received a communication from the Chairman 
of the Virginia Conservation Commission, made a part hereof by reference as 
exhibit 12, requesting the Commission to require a release at all times of at 
least 500 c. f. s., and a communication from the Ordnance Department, United 
States Army, made a part hereof by reference as exhibit 13, stating that the 
Government ordnance plant located on the New River just below Radford is 
dependent upon the New River for its water supply and that it is essential to the 
war program that this water supply be uninterrupted. ‘A communication has 
also been received from Electro Metallurgical Company, made a part hereof by 
reference as exhibit 14, protesting that the fluctuations in discharge from the 
Radford development have seriously curtailed power output at its Hawks Nest 
project for which it is seeking a license, and also that the industrial operations 
of that company, dependent upon operation of the Hawks Nest plant, have been 
seriously affected. 

The contribution of flow to downstream points coming from the New River at 
the Radford dam site as shown by published Geological Survey Reports, par- 
ticularly as set eut in exhibit 15, made a part hereof by reference, is ef suc) 
importance that control over the method of operation of project No. 739 in the 
manner provided in the second sentence of Article 9 of the 1942 license is neces- 
sary and desirable in the public interest to insure the fullest practical conserva- 
tion and utilization of the water power resources of the New River affected by 
this project, and to insure that the project will be best adapted to a comprehen- 
sive plan for the development of the water resources of the New River affected 
by this project, for power and other beneficial public uses. 

The company objected to a requirement in Article 12 of the 1942 license that 
it “construct” such fishways as may be required by the Secretary of the Interior, 
upon the ground that this provision was not in the 1931 license and goes beyond 
the statutory requirements of the Power Act prior to the 1935 amendments. 
This provision is mandatory under the statutory provisions of section 18 of the 
present Federal Power Act and has been inserted for that reason. 

Article 14 of the 1942 license corresponds to the provisions of the first clause 
of Article 17 of the 1931 license. In its letter of May 21, 1941, the company 
requested that the determination of original cost be made subject to the rules 
and regulations of the Commission in effect in May 1935, and in its letter of 
September 23, 1941, it suggested that the words “in compliance with law” be 
added as expressive of the company’s position. Compliance with this request 
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would be contrary to the existing administration of the Act. Provisions similar 
in terms to those of Article 14, have normally been included in all new licenses 
issued by the Commission in and after 1937. 

In the 1942 license Articles 15, relating to annual charges, and 16, relating 
to amortization reserves, correspond with Articles 19 and 20, in the order named, 
of the 1931 license. Beginning in 19387 all new licenses issued by the Com- 
mission have included provisions in substantially the same terms as those con- 
tained in the present Articles 15 and 16. The company requests in its letters 
of May 21, 1941, and September 23, 1941, that the provisions of Articles 19 and 
20 of the 1931 license be substituted, but this substitution would be contrary to 
the existing administration of the Act, which is followed in the proposed 
Articles 15 and 16. 

The company is required under Article 15 to reimburse the United States for 
the costs of administration for the period betwen June 30, 1931, and June 30, 
1939, in the amount of $3,931, which sum has been computed under the formula 
of the regulations designated in the 1931 license for the period prior to January 
1, 1937, and under the formula of the new regulations effective January 1, 1937, 
for the subsequent period. 

Article 23 of the 1942 license corresponds with Article 26 of the 1931 license. 
A reference in the original draft of Article 23 to “any amendment” of the Act 
has been omitted at the company’s request, set forth in its letters of May 21, 
1941, and September 23, 1941. Limitation of the license to rules and regulations 
designated therein as effective in May 1935 would be contrary to the existing 
administration of the Act. A provision substantially similar to the present 
Article 23 has been included in all new licenses issued by the Commission since 
19387. 

Upon consideration of the entire record the Commission further finds that: 

(1) Appalachian Electric Power Company is a corporation organized under 
the laws of the State of Virginia and has. submitted satisfactory evidence of 
compliance with all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. 

(3) Public notice has been given as required by the Federal Power Act. 

(4) The Secretary of War and the Chief of Engineers have approved the 
plans of the project structures affecting navigation. 

(5) The rate of return upon the net investment in the project and the pro- 
portion of surplus earnings to be paid into and held in amortization reserves as 
specified in the 1942 license are reasonable. 

(6) Subject to the provisions of section 10 (e) of the Federal Power Act, the 
annual charges specified in the 1942 license are reasonable. 

(7) Project Exhibit J, revised (FPC No. 789-1), Project Exhibit K, revised 
(FPC No. 739-9), Project Exhibit L-1, second revision (FPC No. 739-14), Project 
Exhibit L-2 (FPC No. 739-15), Project Exhibit L-—4, second revision (FPC Nos. 
739-16 and 17), and Project Exhibit M, revised, have been filed by the company, 
but detailed maps of Exhibit K showing the entire project area, in accordance 
with the Commission's rules and regulations, have not been submitted. 

(8) The aforesaid project, designated as project No. 739, if maintained and 
operated subject to the conditions imposed in the 1942 license referred to herein, 
is best adapted to a comprehensive plan for improving and developing New River 
for the use and benefit of interstate commerce, for the improvement and 
utilization of water power development, and for other public benefit uses, includ- 
ing recreational purposes. 
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(9) The license hereinbefore referred to as the 1942 license is substantially 
in the form of that tendered to the company on May 5, 1931; and 

The Commission orders that: 

(A) Unless an application for rehéaring is filed by the company within 30 
days after the issuance of this order, the Secretary is directed to request the 
Attorney General to present to the United States District Court for the Western 
District of Virginia, in which the case of United States v. Appalachian Hlectric 
Power Company is now pending, a motion for entry of a final decree in said 
action enjoining the company from further maintenance or operation of said 
project No. 739 otherwise than under a license in the terms and form of the license 
heretofore tendered the company on November 28, 1941, as amended on January 
20, 1942. 

(B) If a final decree is entered in said action enjoining the company from 
further maintaining and operating said project save under such license, the 
Secretary is directed to retender to the company a license in the terms and form 
of the license heretofore tendered the company on November 28, 1941, as amended 
on January 20, 1942. 


Order denying application for an opinion 
Mondakota Development Company 
(Docket No. G—229) 


April 21, 1942 


Upon the application filed February 9, 1942, oh Mondakota Development Com- 


pany for an opinion as to its status when, and if, it contracted for the transporta- 
tion of gas under certain stated conditions ; 
The Commission finds that: 
Mondakota Development Company has presented a purely hypothetical question ; 
The Commission, therefore, orders that: 
The application for an opinion be and it is hereby denied. 


Order instituting investigation 


El Paso Natural Gas Company, Western Gas Company, El Paso Gas 
Transportation Corporation 


(Docket No. G—257) 
April 21, 1942 


It appearing to the Commission that: 

(a) On March 4, 1942, the State of Arizona, acting by and through its Gover- 
nor, Honorable Sidney P. Osborn, filed with the Commission a complaint (docket 
No. G—242) which, among other things, alleges in substance that: Western Gas 
Company and El Paso Natural Gas Company, private corporations with their 
principal offices in El Paso, Texas, are engaged in interstate transportation of 
natural gas from fields in New Mexico and Texas through Texas, New Mexico, 
and into Arizona where the gas is sold to distributors which resell it at retail to. 
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residential, commercial and industrial consumers fn Arizona; wholesale rates 
and charges demanded and collected by Western Gas Company and El Paso 
Natural Gas Company from the distributors in Arizona to which the gas is sold 
are unjust, unreasonable and discriminatory and result in the highest retail 
rates charged and collected in the United States for natural gas; the said 
transportation companies have entered into unconscionable monopolistic and 
preferential agreements for the wrongful control of market arrangements and 
the maintenance of exorbitant rates and charges within the State of Arizona; 
State of Arizona requests the Commission to investigate the rates and charges 
of said transportation companies and to determine the just and reasonable rates 
and charges for gas sold by them to distributors in Arizona ; 

(b) On March 18, 1942, the said complaint was duly served on Western Gas 
Company and El Paso Natural Gas Company, who, on April 16, 1942, filed their 
original answer which, among other things, denies that Western Gas Company 
sells or furnishes natural gas to public service corporations within the State of 
Arizona and that the wholesale rates and charges by El Paso Natural Gas Com- 
pany to distributors in Arizona are unjust, unreasonable, unduly discriminatory 
and preferential, and affirmatively alleges that such charges are just and 
reasonable ; 

(c) El Paso Gas Transportation Corporation is a subsidiary of E) Paso Nat- 
ural Gas Company, which owns all of the former's capital stock and is, together 
with El Paso Natural Gas Company and Western Gas Company, engaged in the 
interstate transportation and sale for resale of natural gas to distributors that 
sell to residential, commercial and industrial consumers ; 

(d) El Paso Natural Gas Company, Western Gas Company, and El Paso Gas 
Transportation. Corporation are engaged in the transportation of natural gas 
in interstate commerce and the’sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial and 
other uses, and may be natural-gas companies within the meaning of the Natural 
Gas Act; 

(e) It is necessary and proper, in the public interest, and to aid in the en- 
forcement of the provisions of the Natural Gas Act that an investigation be 
instituted by the Federal Power Commission, on its own motion, (1) to determine 
whether El Paso Natural Gas Company, Western Gas Company, and El Paso 
Gas Transportation Corporation are natural-gas companies within the meaning 
of the Natural Gas Act; and (2) into and concerning all rates, charges or 
classifications demanded, observed, charged or collected by the said companies 
in connection with their transportation er sale of natural gas subject to the 
jurisdiction of the Commission, and any rules, regulations, practices or contracts 
affecting such rates, charges or classifications ; 

The Commission, on its own motion, orders that: 

An investigation of El Paso Natural Gas Company, Western Gas Company, 
and El Pase Gas Transportation Corporation be and it is hereby instituted for 
the purpose of enabling the Commission: 

(i) To determine with respect to the said companies (a) whether they are 
natural-gas companies within the meaning of- the Natural Gas Act, and (b) 
whether in connection with any transportation or sale of natural gas subject 
to the jurisdiction of this Commission, any rates, charges or classifications, 
demanded, observed, charged or collected, or any rules, regulations, practices or 
contracts affecting such rates, charges or classifications are unjust, unreasonable, 
discriminatory or preferential; and 

(ii) If the Commission, after hearing has been had, shall find that El Paso 
Natural Gas Company, Western Gas Company, El Paso Gas Transportation 
Corporation, or either of them, are natural-gas companies within the meaning 
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of the Natural Gas Act, and that any of their rates, charges, classifications, rules, 
regulations, practices or contracts subject to the jurisdiction of this Commis- 
sion, are unjust, unreasonable, unduly discriminatory or preferential, to de 
termine and fix by appropriate order or orders just and reasonable rates, charges, 
classifications, rules, regulations, practices or contracts to be thereafter observed 
and in force. : 


Order granting in part and denying in part the motion of Canadian River Gas 
Company for stay of Commission’s order of March 18, 1942 


Canadian River Gas Company, Colorado Interstate Gas Company and Colorado- 
Wyoming Gas Company; City and County of Denver, Colorado, Complainant v, 
Public Service Company of Colorado, et al., Defendants; Public Service Com- 
mission of Wyoming. Complainant v. Colorado-Wyoming Gas Company, et al., 
Defendants 

(Docket Nos. G-118, G-121, G—124) 


April 22, 1942 


Upon motion filed with the Commission ‘April 14, 1942, by Canadian River Gas 
Company, praying that the operation of the Commission’s order dated March 18, 
1942, in the above-entitled matter, be stayed and suspended until the Commis- 
sion shall rule upon said company’s petition for rehearing, and, in the event 
such petition be denied, pending the review of said order by the courts on re- 
view, as provided by the Natural Gas Act; 

The Commission orders that: 

(A) Paragraph (D) of its order of March 18, 1942, in this proceeding, be and 
it is hereby amended to read as follows: 

“(D) Canadian River Gas Company shall file on or before May 19, 1942, new 
schedules of rates and charges for or in connection with the transportation 
and sale of natural gas in interstate commerce for resale to reflect the reduc- 
tions ordered in paragraphs (B) and (C) above, which new schedules of rates 
and charges shall be effective as to all bills regularly rendered on and after May 
20, 1942” ; 

(B) The motion of Canadian River Gas Company, referred to above, be and 
it is hereby denied, except as provided in paragraph (A) above; 

(C) Nothing herein shall be construed as a determination of the Commission 
upon the petition for rehearing filed by Canadian River Gas Company on April 
14, 1942, which is now pending before the Commission. 


Order granting in part and denying in part the motion of Colorado Interstate 
Gas Company for stay of Commission’s order of March 18, 1942 


Canadian River Gas Company, Colorado Interstate Gas Company and Colorado- 
Wyoming Gas Company; City and County of Denver, Colorado, Complainant 
v. Public Service Company of Colorado, et al., Defendants; Public Service 
Commission of Wyoming, Complainant v. Colorado-Wyoming Gas Company, et 
al., Defendants 

(Docket Nos. G—118, G—121, G—124) 


April 22, 1942 


Upon motion filed with the Commission April 14, 1942, by Colorado Interstate 
Gas Company, praying that the operation of the Commission’s order dated March 
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18, 1942, in the above-entitled matter, be stayed and suspended until the Com- 
mission shall rule upon said company’s petition for rehearing, and, in the event 
such petition be denied, pending the review of said order by ‘the courts on 
review, as provided by the Natural Gas Act; 

The Commission orders that: 

(A) Paragraph (C) of its order of March 18, 1942, in this proceeding, be and 
it is hereby ameuded to read as follows: 

“(C) Colorado Interstate Gas Company shall file on or before May 19, 1942, 
new schedules of rates and charges for or in connection with the transportation 
and sale of natural gas in interstate commerce for resale to reflect the reductions: 
ordered in paragraph (B) abeve, which new schedules of rates and charges shall 
be effective as to all bills regularly rendered on and after May 20, 1942”; 

(B) The motion of Colorado Interstate Gas Company, referred to above, be 
and it is hereby denied, except as provided in paragraph (A) above; 

(C) Nothing herein shall be construed as a determination of the Commission 
upon the petition for rehearing filed by Colorado Interstate Gas Company on April 
14, 1942, which is now pending before the Commission. 


Order (1) denying application to reopen hearing and (2) granting extension of 
time within which to file briefs 


Superior Water, Light & Power Company 
(Docket No. IT-5765) 
April 23, 1942 


Upon application filed April 17, 1942, by respondent, Superior Water, Light & 
Power Company, for an order reopening the hearing in the above-entitled matter 
for the purpose of taking further evidence and for an order extending time 
within which to file briefs, the Commission having considered said application, 
the proceedings had herein, and the record referred to in said application of a 
certain proceeding before the Public Service Commission of Wisconsin entitled, 
“Investigation on Motion of the Commission of the Original Cost of Superior 
Water, Light & Power Company,” Docket No. 2-U-1569; and 

It appearing that: 

(a) Respondent seeks to haye the hearing in this matter reopened for the 
purpose of receiving in evidence that portion of the record relating to its elec- 
tric plant, which was made at the hearing held before the Wisconsin Commission 
(its Docket No. 2-U-1569) on March 9 to March 24, 1942; 

(b) On January 27, 1942, this Commission instituted this proceeding by its 
order to show cause setting the same for hearing on March 9, 1942, which 
hearing was thereafter postponed to commence on March 23, 1942; 

(c) Upon the institution of this proceeding, this Commission determined that 
a joint hearing with the Wisconsin Public Service Commission was desirable. 
Respondent thereafter filed a motion to dismiss this proceeding on the ground, 
inter alia, that it would be deprived of its constitutional rights of due process if 
a joint hearing were held; and in support thereof averred that the Wisconsin 
statutes set out rules as to the admissibility of evidence, and as to procedure, 
before the Public Service Commission which differ from and are inconsistent 
with the rules applicable to proceedings before this Commission ; 
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(d) A separate hearing before this Commission was had, commencing on March 
24, 1942 (except for certain formal matters taken up on March 23), following the 
conclusion of the hearing in the Wisconsin Commission proceeding. At the outset 
of the hearing in the instant matter, respondent made a “proffer” of the entire 
record in said proceeding before the Public Service Commission of Wisconsin, 
but produced only a partial transcript of the Wisconsin record, covering merely 
the first three days of the twelve days’ hearing. Respondent offered to supply the 
remainder of such record when it should become available, and also offered to 
proffer any witness in that proceeding for cross-examination. At a later point 
in the hearing, respondent limited its offer to “the electric part” of the record, 
when it should become available. The examiner disallowed the proposal of 
respondent’s counsel ; ; 

(e) No necessity or reasonable justification existed for the examiner’s allow- 
ing the conditional offer by respondent’s counsel of the record of the Wisconsin 
Commission proceeding in this proceeding. Two of the three witnesses who 
testified for respondent in the Wisconsin Commission proceeding were present 
at the hearing in this matter. Respondent asserted that the third witness could 
be produced for cross-examination at a later date. All evidence in the Wis- 
consin Commission proceeding which might have been relevant in this proceeding 
could have been presented directly by the sworn testimony of these witnesses. 
Respondent refused to have these witnesses give their testimony directly in this 
proceeding and offered the testimony of its two witnesses who were present only 
by reference to the transcript of record in the Wisconsin proceeding, no part 
of which was designated as required by the rules of this Commission and a 
very substantial part of which was still then nonexistent. Upon the testimony 
thus offered respondent made the empty gesture of tendering such witnesses for 
‘cross-examination ; 

(f) The hearing terminated on March 26, 1942, without respondent having pro- 
duced the transcript of the Wisconsin record, other than fragments thereof, and 
without its having made an offer of specifically designated pages of such record. 
The designated portion of the record of the Wisconsin Commission proceeding 
upon which the company bases its present motion to reopen was not received 
by this Commission until April 20, 1942; 

(g) The portion of the record relating to the electric properties of respondent, 
now designated by the respondent and sought to be offered in evidence in this 
proceeding, is mainly composed of evidence which is irrelevant and immaterial 
to this proceeding, combined with lengthy discussions of counsel ; 

The Commission finds that: 

Orderly procedure and the obviation of needless delay fully justified the action 
of the examiner and no good cause exists for reversing such action or for reopen- 
ing the hearing; 

The Commission orders that: 

(A) The application for an order reopening the hearing be and the same is 
hereby denied ; 

(B) The time for the filing of opening briefs in this proceed™Mg be and the same 
is hereby extended to May 2, 1942, and to May 18, 1942, for the filing of reply briefs. 
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Order allowing rate schedules to take effect 


Illinois Commerce Commission, Complainant v. Natural Gas Pipeline Company 
of America and Texoma Natural Gas Company, Defendants; Natural Gas 
Pipeline Company of America and Texoma Natural Gas Company 


(Docket Nos. G-109, G-112) 
April 23, 1942 


It appearing to the Commission that: 
(a) By its opinion and order, adcpted July 23, 1940, Illinois Commerce Com- 
mission, Complainant v. Natural Gas Pipeline Company of America, et al., 
Defendants (2 F. P. C. 218), Natural Gas Pipeline Company of America (here- 
inafter sometimes referred to as Pipeline) was required to file new schedules 
of rates and charges for and in connection with its transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
reflecting a reduction of not less than $3,750,000 per annum in the operating 
revenues of Pipeline ; 

(b) The new schedules of rates and charges were to be filed, by the terms 
of the order of July 23, 1940, on or before August 15, 1940; were to be effective 
as to all bills regularly rendered on or after September 1, 1940; and with respect 
to such new schedules the Commission reserved the right to reject all or any 
part of the same and in lieu thereof to prescribe the new schedules by further 
order ; 

(c) Pending the outcome of the appeals which were prosecuted from the 
Commission’s opinion and order of July 23, 1940, to the United States Circuit 
Court of Appeals for the Seventh Circuit and the Supreme Court of the United 
States, the aforementioned requirement was stayed, conditioned upon the refund 
of the excess charges accruing during the pericd of the stay (September 1, 
1940, to date) to those who purchase natural gas from Pipeline at wholesale 
in the event that the Commission’s order should be sustained; 

(d) On March 16, 1942, the Supreme Court of the United States handed down 
an opinion sustaining the validity of the Commission's opinion and order of July 
23, 1940, supra, in all respects; 

(e) Pursuant to the requirements of the opinion and the order of July 23, 
1940, Pipeline has filed with the Commission supplements to its present rate 
schedules now on file with the Commission, which supplements are more fully 
described in Appendix A, attached hereto and made a part of this order; 

(f) The rates and charges contained in the rate schedules referred to in 
paragraph (e) above, and more particularly described in Appendix A, reflect 
a reduction of approximately $3,770,000 per annum in the operating revenues 
of Natural Gas Pipeline Company of America ; 

(g) The rates and charges contained in the rate schedules referred to in 
paragraph (e) above, and more particularly described in Appendix A, apply 
to all bills regularly rendered on and after September 1, 1940, for or in con- 
nection with Pipeline’s transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption ; 

The Commission finds that: 

(1) The schedules of rates and charges filed by Pipeline pursuant to the 
requirements of the Commission’s opinion and order of July 23, 1940; which 
schedules of rates and charges are applicable to bills regularly rendered on and 
after September 1, 1940, reflect a reduction of not less than $3,750,000 per annum 
in the operating revenues of Pipeline and are, therefore, in compliance with the 
Commission’s opinion and order of July 23, 1940; 
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(2) The excess charges collected by Pipeline since September 1, 1940, to and 
including March, 1942 deliveries, from purchasers at wholesale of natural gas, 
being the amount of refund due such purchasers, are as follows: 


Amount of 
excess charge 
Chicago District Pipeline Company_.___---------_---------- $5, 823, 577. 62 


Cedar Rapids Gas Company ’* 99, 693. 18 
Central States Electric Company_-__.._-----_--_------__.--- 25, 325. 46 
City of Nebraska City 23, 622. 03 
Iowa City Light & Power Company’ 31, 688. 60 
Iowa-Nebraska Light & Power Company 19, 026. 90 
Iowa Power & Light Company ; 7, 812. 45 
Illinois Northern Utilities Company____..-_--------------- 7, 158. 78 
Kewanee Public Service Company 9, 291. 70 
Ottumwa Gas Company * 24, 635. 34 
Peoples Light Company * 101, 527. 83 
Peoples Power Company * 107, 082. 81 
Princeton Gas Service Company 659. 50 
United Gas Service Company 2, 097. 66 


Purchaser : 


6, 283, 149. 86 


1 Now Iowa-Illinois Gas & Electric Company. 

The Commission orders that: 

(A) The rate schedules referred to in paragraph (€) above, and more par- 
ticularly described in Appendix A, be and they are hereby accepted for filing 
in compliance with the Commission’s opinion and order of July 23, 1940, and 
are hereby allowed to take effect as to all bills regularly rendered on and 
after September 1, 1940; 

(B) Said rate schedules ‘shall be deemed to have been filed and published in 
compliance with the Natural Gas Act; 

(C) This order is without prejudice to any other finding or orders which 
may be made by the Commission in the above-entitled matter or in any other 
proceedings hereinafter instituted. 


APPENDIX A 


Designation of rate schedule Purchaser under rate schedule 
Supplement No. 1 to Supplement No. Chicago District Pipeline Company. 
FPC No. 1. 
Supplement No, 2 to FPC No. 2. United Gas Service Company. 
Supplement No. 1 to Supplement No. Central States Electric Company. 
FPC No. 3. 
Supplement No. 1 to Supplement No. City of Nebraska City. 
FPC No. 4. 
Supplement No. 1 to Supplement No. Peoples Light Company.’ 
FPC No. 5. 
Supplement No. Supplement No. lowa-Nebraska Light & Power Com- 
FPC No. 6. pany. 
Supplement No. 1 to Supplement No. Cedar Rapids Gas Company.’ 
FPC No. 7. 
Supplement No. 1 to Supplement No. Iowa Power & Light Company. 
FPC No. 8. 


1 Now Iowa-lIllinois Gas & Electric Company. 
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Designation of rete schedule Purchaser under rate schedule 
Supplement No. 9 to FPC No. 9 Peoples Power Company.’ 
Supplement No. 5 to FPC No. Ottumwa Gas Company.’ 
Supplement No. 4 to FPC No. 1: Iowa City Light & Power Company.’ 
Supplement No. 2 to FPC No. 1: Kewanee Public Service Company. 
Supplement No. 3 to FPC No. 1: Illinois Northern Utilities Company. 
Supplement No. 3 to FPC No. Illinois lowa Power Company. 
Supplement No. 4 to FPC No. 16__....-... Princeton Gas Service Company. 


1 Now Iowa-lIllinois Gas & Electric Company. 


Order waiving further compliance with section 34.8 of the rules of practice and 
regulations 


Montana-Dakota Utilities Company 
(Docket No. IT-5380) 
April 28, 1942 


Upon request filed January 14, 1942, by Montana-Dakota Utilities Company, 
hereinafter referred to as the company, that the report which it filed the same day 
pursuant to section 34.8 of the Rules of Practice and Regulations be considered as 
a final report respecting the disposition of certain securities heretofore authorized 
to be issued and described below ; 

It appearing to the Commission that: 

(a) On April 25, 1936, the Commission authorized the company to issue the 
following securities: 

(i) 17,739 shares of 6% Series Preferred Stock in exchange for 17,739 shares 
of 7% Series Preferred Stock then outstanding; 

(ii) 59,592% shares of 5% Series Preferred Stock, 46,704 shares of which 
were to be issued in exchange for 46,704 shares of 6% Series Preferred Stock 
then outstanding and the remaining 12,88834 shares were to be issued to the 
preferred stockholders in the par amount equal to 20 percent of their holdings 
for the purpose of funding cumulative preferential dividends in arrears on said 
outstanding preferred stock from January 1, 1932; 

(b) Pursuant to section 34.8 of the Rules of Practice and Regulations of the 
Commission, the company has been reporting semiannually the disposition of 
the securities authorized to be issued as described above; 

(c) On January 14, 1942, the company reported that during the 6 months end- 
ing December 15, 1941, no shares of the 7% Series Preferred Stock were exchanged, 
leaving a balance of 35 shares still to be exchanged; that during this period 4 
shares of the 6% Series Preferred Stock were exchanged, leaving a balance of 
158 shares still to be exchanged, and that most of the shares still not converted 
are held in small units; some of the holders of these units have mislaid their 
certificates and other holders cannot be located; 

The Commission finds that: 

Under the circumstances described above, it will not be detrimental to the 
public interest to waive further compliance with section 34.8 of the Rules of 
Practice and Regulations in this matter, and to accept the report filed by the com- 
pany January 14, 1942, as a final report under section 34.8; 
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The Commission orders that: 

The company is hereby relieved from further compliance with section 348 of 
the Rules of Practice and Regulations respecting the securities described in para- 
graph (a) above and the report filed January 14, 1942, is accepted as a final report 
under section 34.8. 


+ 
Order reducing rates 


Lone Star Gas Company; City of Dallas, Texas, (A Municipal corporation) Com- 
plainant v, Lone Star Gas Company, Defendant 


(Docket Nos. G-208, G—209) 
May 4, 1942 


Upon consideration of the orders previously issued in these proceedings, the 
information on file with the Commission, and the information obtained in con- 
nection with the general investigation and examination of the books, records, 
and properties of Lone Star Gas Company ; and 

It appearing to the Commission that: 

(a) A hearing of these consolidated proceedings is now set for June 8, 1942; 

(b) Lone Star Gas Company has specifically waived a hearing in connection 
with these proceedings, has acknowledged its status as that of a natural-gas 
company under the Natural Gas Act, and has consented to the entry of the pres- 
ent order reducing rates ; 

(c) The Railroad Commission of Texas, the Corporation Commission of Okla- 
homa, and the Supervisor of Public Utilities in the City of Dallas, Texas, being 
duly advised of Lone Star’s waiver of hearing, joined therein in writing and sig- 
nified their approval of the proposed findings and order reducing rates herein 
at a prehearing conference held in the offices of the Commission in Washington, 
D. C., on May 4, 1942; 

The Commission finds that: 

(1) Lone Star Gas Company (hereinafter referred to as Lone Star), a Texas 
corporation, owns and operates facilities for the transportation and sale of 
natural gas, in interstate commerce for resale, and is a natural-gas company 
within the meaning of the Natural Gas Act. It operates a natural gas transmis- 
sion pipeline system of approximately 4,400 miles of transmission mains for 
delivery and sale of natural gas to 280 communities in the states of Texas and 
Oklahoma ; 

(2) For the purpose of this order, the original cost: (undepreciated) of the 
plant of Lone Star’s natural gas transmission division,’ as of February 28, 1942, 
is $54,159,368 ; 

(3) The accrued depreciation and depletion reserves, of Lone Star as of Febru- 
ary 28, 1942, according to its books, were $14,280,720; whereas, the best possible 
estimate of, and the reasonable amount for, the actual existing depreciation and 
depletion in the property as of said date is $17,185,000; 

(4) The amount of $36,974,368 (original cost of $54,159,368, less accrued de- 
preciation and depletion of $17,185,000) is the depreciated original cost of Lone 
Star’s gas plant, as of February 28, 1942; 


1Lone Star's properties and their original cost, depreciation and depletion therein, 
working capital, operating expenses, annual depreciation and depletion expenses, taxes, 
revenues, costs and rates, all as referred to in paragraphs (2) to (15) inclusive, pertain 
only to Lone Star Gas Company’s natural gas transmission division. 
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(5) An allowance of $800,000 for working capital is sufficient and reasonable, 
which allowance added to the depreciated original cost results in an amount of 
$37,774,368 as the proper rate base upon which Lone Star is entitled to earn a 
fair return; 

(6) An annual rate of return of 644% on the rate base of $37,774,368, or 
$2,455,334, is a fair and reasonable return to Lone Star; 

(7) For the 12 months ended February ®8, 1942, Lone Star’s operating expenses, 
including allowance for abandoned leases, according to its books, were $5,327,746, 
which amount is reasonable ; 

(8) For said period, Lone Star’s annual depreciation and depletion expense, 
necording to its books, was $1,825,155; whereas, the best possible estimate of, 
and the reasonable amount for, the annual depreciation and depletion expense, 
is $1,677,534 ; 

(9) An allowance of $1,585,459 for all taxes, which reflects savings in excess 
profits and income taxes, resulting from the reduction in rates ordered herein 
and the return found reasonable in item (6), above, is reasonable; 

(10) The total cost of all services, including a fair and reasonable return to 
Lone Star, is the sum of the items in paragraphs (6), (7), (8), and (9) above, 
or $11,046,073 ; 

(11) Total revenues for the 12 months:ended February 28, 1942, of $13,099,637, 
exceeded the costs found reasonable herein by $2,053,564 ; 

(12) For the 12 months ended February 28, 1942, the average revenue per 
M. c. f. received by Lone Star for sales for resale to domestic and commercial 
customers was 40.3 cents, whereas average revenue per M. c. f. for resale to 
industrial customers was 13.93 cents. The difference in the rates charged to 
these two classes of deliveries resulting in this difference in average revenue 
per M. c. f. is unjust and unreasonable ; 

(13) Application of the excess earnings available for a reduction in rates 
as found in paragraph eleven (11), hereinabove, to sales for resale to domestic 
and commercial customers and for unaccounted-for gas, makes possible a uni- 
form system-wide town border rate for this class of service of 30 cents per 
me. t.3 

(14) The rates and charges made, demanded, and received by Lone Star 
for and in connection with its transportation and sales of natural gas for 
resale to domestic and commercial customers and for unaccounted-for gas are 
unjust and unreasonable to the extent of $2,053,564, per year; 

(15) The rates and charges made, demanded, and received by Lone Star, after 
reflecting the reduction hereinafter ordered, will be just and reasonable. 

The Commission further finds that: 

Lone Star has obligated itself, with respect to its affiliated distribution com- 
panies, to wit: The Dallas Gas Company, Community Natural Gas Company 
(in Texas and Oklahoma), and Texas Cities Gas Company, and its Fort Worth, 
Texas, distribution system, to pass the entire amount of the reduction in 
wholesale rates hereinafter ordered, as a reduction in retail rates to the ul- 
timate domestic and commercial users, effective on all bills rendered on and 
after May 15, 1942, on the basis as set forth in the attached Exhibit “A,” which 
is made a part of this order. 

Therefore, the Commission orders that: 

(A) The rates and charges made, demanded, and received by Lone Star Gas 
Company for the transportation of natural gas and the sale of natural gas 
to The Dallas Gas Company, Community Natural Gas Company (in Texas and 
Oklahoma), Texas Cities Gas Company, its Fort Worth, Texas, Division, and 
Waxahachie Gas Company, for resale for domestic and commercial uses and 
for unaccounted-for gas shall be reduced by not less than $2,053,564 per year; 
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(B) Lone Star Gas Company shall file, on or before May 11, 1942, new 
schedules of rates and charges for and in connection with the transportation 
and sale of natural gas for resale for domestic and commercial uses, and for 
unaccounted-for gas to reflect the reduction ordered in paragraph (A) above, 
which new schedules of rates and charges shall be in the form of uniform 
gate-rates of 30 cents per M. c. f., applicable to all sales of natural gas by 
Lone Star for resale, for domestic and commercial use, including sales to The 
Dallas Gas Company, Community Natural Gas Company (in Texas and Okla- 
homa), Texas Cities Gas Company, its Forth Worth, Texas, Division, Waxa- 
hachie Gas Company, and all unaccounted-for gas; and said new schedules of 
rates and charges shall be effective as to all bills regularly rendered on and 
after May 15, 1942; 

(C) On and after the effective date of the new schedules of rates and charges 
‘filed and made effective in accordance with paragraph (B) above, Lone Star 
Gas Company shall cease and desist from making, demanding, and receiving any 
rates or charges which do not reflect the reductions ordered in paragraph (A) 
above. 


Exuisit A 


Lone Star Gas Company. Summary of application of thirty cent gate rate (Domestic, Commercial and 
Unaccounted for G aS 12 Months Ended February 28, 1942 


Present Per order 
ee a ee ee ee ee 
M.¢. f. Average Average 
, ve a 
Revenue | TevenUe | Revenue | revenue 


per 
M.¢. f. M.c. f. 


| 


a 


Cents Cents 
The Dallas Gas Co... _.| 6,858, 133 | $2,743,253 | — 40.0 | $2,057, 440 30.0} $685,813 
Texas Cities Gas Co. (Paris and ant | 

Waco) . .-| 1,023,024 40.0 306, 907 | 30.0 102, 302 
Community Natural Gas Co.— am 

Texas.._- .---------| 8,300,281 | 3,380, | 
Fort Worth Div ision _ | 3, 151,970 1, 260, } 40.0 945, 591 30.0 315, 197 
Waxahachie Gas Co__. | 75, 563 30, 40.0 | 22, 669 | 30.0 7, 556 
Community Natural Gas Co.—} 

Oklahoma... __. whhinatell 729, 495 291, 798 | 40.0 | 218, 849 30.0 72, 949 


Total. ............-....-...-] 20,147,466 | 8, 115, 380 | me 6, 044, 240 | 30.0 | 2,071, 140 


107 40.7 | 2,492,784 30.0 887, 323 
788 
225 








Order denying application for amendment of license and requiring surrender 
of license 


Portland Canal Power Company 
(Project No. 917) 
May 5, 1942 


Upon application filed August 16, 1941, by Portland Canal Power Company, 
licensee for project No. 917, for an amendment of license to extend the time 
for completion of the first unit of the project from December 31, 1941, to 
December 31, 1943; and 

It appearing to the Commission that: 

(a) The license for project No. 917 was issued on April 8, 1931, and four 
extensions of time for commencement or completion of the project have been 
granted the licensee ; 
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(b) These extensions have been granted the licensee because of conditions 
that retarded the development of the power market and prevented the financing 
of the project; 

(c) The applicant by letter dated April 7, 1942, has apprised the Commission 
of its present inability to finance construction of the project and of the failure 
to develop a market for power ; 

(d) During the intervening eleven years since the issuance of the license, 
the only construction activity has been of a preliminary type such as the 
clearing of a powerhouse site and tunnel line, the erection of a cabin and the 
maintenance of local trails and gaging stations; 

The Commission, having considered the project record including applicant's 
supporting letters, finds that: 

The licensee has been unable to pursue construction with due diligence, 
and no sufficient reason has been presented to justify the granting of further 
extension; and 

The Commission orders that: 

(A) The application of August 16, 1941, for amendment of license for project 
No. 917 be and the same is hereby denied ; 

(B) Licensee surrender the license instrument within 90 days of the date 
of receipt of this order. 


Order denying petition of State of Iowa for further statement of evidence 
First Iowa Hydro-Electric Cooperative 
(Project No. 1853) 


May 5, 1942 

It appearing that: 

(a) Upon the motion of the applicant therefor, the Commission on April 7, 
1942, directed the reopening of this proceeding for the purpose of adducing addi- 
tional evidence concerning the safety, adequacy, and suitability of the structures 
of the preposed project ; 

(b) A copy of the motion of applicant for reopening and further hearing 
was served upon the State of Iowa, intervenor herein, which filed its “re- 
sistance” to reopening of the hearing upon the grounds that ample opportunity 
had been afforded the applicant to support its application for license and that 
the motion for reopening and further hearing failed to comply with sections 
1.180 and 1.181 of the Commission’s Rules of Practice and Regulations; 

(c) The intervenor, on April 20, 1942, filed a petition requesting that applicant 
be directed to file a statement as to the nature and purpose of the evidence it 
proposes to submit ; 

(d) The pending petition for a statement from the applicant of the nature 
and purpose of the evidence which it expects to adduce in the further hearing 
of this matter presents substantially the same arguments which were presented 
by the intervenor in its “resistance” to reopening the hearing; 

The Commission finds that: 

The motion of applicant for reopening and further hearing set forth with 
reasonable clarity the character of the evidence proposed to be submitted con- 
cerning the safety, adequacy, and suitability of the structures of the proposed 
project and under the circumstances hereinabove set forth, no sufficient. reason 
appears for granting the petition of the intervenor ; 

It is ordered that: 

The petition of the intervenor be and the same is hereby denied. 
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Order authorizing issuance of license (major) 


Bellows Falls Hydro-Electric Corporation 


(Project No. 1855) 
May 6, 1942 


Upon application filed May 5, 1941, as later supplemented, by Bellows Falls 
Hydro-Electric,,Corporation of Bellows Falls, Vermont, for license under the 
Federal Power Act for a project located on the Connecticut River, a navigable 
water of the United States, in and near Bellows Fallis{ Vermont, in Windham 
and Windsor Counties, Vermont, and in Cheshire and Sullivan Counties, New 
Hampshire, which application was filed pursuant to the Commission’s order 
in show cause proceedings instituted under docket No. IT-5584 (In the Matter 
of Bellows Falls Hydro-Eleciric Corporation, et al., 2 F. P. C. 380); and 

It appearing that: 

(a) The project consists of a concrete overflow dam 643 feet in over-all length, 
30 feet in maximum height with two 18-foot by 115-foot roller gates and three 
bays, totaling 342 feet in length, of stanchion type, flashboards 13 feet high, 
a pool extending about 25 miles up&tream from the dam, a power canal about 
1,700 feet long, a tailrace about 900 feet long, a powerhouse located in Vermont, 
an outdeor substation of 51,000-kva capacity with high voltages of 44,000, 
66,000, and 110,000 volts, a two-circuit 110,000-volt transmission line connecting 
in Walpole, New Hampshire, to the Walpole-Pratts Junction line of the Con- 
necticut River Power Company; a tweo-circuit 110,000-volt transmission line 
from Walpole, New Hampshire, to Pratts Junction, Massachusetts; and a single- 
circuit 44,000-volt transmission line extending to the substation of the Granite 
State Electric Company near Charlestown, New Hampshire; the present project 
was placed in operation in March 1928; 

(b) The two-cireuit 110,000-volt transmission line from Walpole, New Hamp- 
shire, to Pratts Junction, Massachusetts, is owned by two companies affiliated 
with the applicant; the portion of the line located in New Hampshire, 36.1 miles 
in length, being owned by Connecticut River Power Company of Littleton, New 
Hampshire, and the portion of the line located in Massachusetts, 22.7 miles in 
length, being owned by New England Power Company of Boston, Massachusetts ; 

(c) The Secretary of War and the Chief of Engineers have approved the plans 
of the project structures affecting navigation, subject to certain conditions herein- 
after provided for ; 

(d) The Connecticut River from its mouth up to and beyond Bellows Falls is a 
navigable water of the United States, as found by the Commission on March 4, 
1941 (docket No. IT-5584), supra; 

The Commission, having considered the application and supplements thereto 
and the record thereon, including the record in docket No. IT-5584, finds that: 

(1) The applicant is a corporation organized under the laws of the State of 
Vermont and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes of a 
license for the project ; 

(2) No conflicting application is before the Commission ; 

(3) Public notice has been given as required by the Act; 

(4) The project is best adapted to a comprehensive plan for improving and 
developing the Connecticut River for the use and benefit of interstate commerce, 
for the improvement and utilization of water power development and for other 
beneficial public uses, including recreational purposes ; 
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(5) The installed horsepower capacity of the project hereinafter authorized is: 
57,571 horsepower in three identical generating units and the energy generated 
thereby supplies associate utility systems, excepting a small amount of power sold 
to local industry ; 

(6) In accordance with section 10 (d) of the Act, the rate of return upon the 
net investment in the project and the proportion of surplus earnings to be paid 
into and held in amortization reserves are reasonable as hereinafter specified ; 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of the 
Act is reasonable as fixed and specified in paragraph (D) below; 

(8) (i) On December 23, 1937, the Commission ordered an investigation, under 
Docket No. IT-5501, of the maintenance and operation of hydroelectric power 
developments (including the Bellows Falls project) not under license from the 
Federal Power Commission and located on streams over which Congress has juris- 
diction under its authority to regulate commerce with foreign nations and among 
the several States; 

(ii) Since the initiation of said investigation, the Commission has incurred 
costs in connection with said project in the administration of Part I of the 
Federal Power Act ($19,502.23 normal and $15,000 investigatory) totaling 
$34,502.23 ; and ° 

(iii) The annual charges specified in paragraph (E) below are reasonable for 
the purpose of reimbursing the United States for the costs of administration of 
Part I of the Act for the period from January 1, 1938, up to December 31, 1941; 

(9) The maps, plans, specifications, and statements filed as part of the applica- 
tion as supplemented or incorporated by reference as a part thereof and desig- 
nated as Exhibits F, revised 12/29/41, and 2/2/42; J (FPC Nos. 1855-1 and 2); 
K-1, revised 12/29/41 (FPC Nos. 1855-15 to 38, inclusive) ; K-2, revised 2/2/42 
(FPC Nos. 1855-46, 47 and 48) ; K-3, revised 12/29/41; L (FPC Nos. 1855-8 to 14, 
inclusive) and M, insofar as such maps, plans and specifications portray the 
project works, conform to the Commission’s rules and regulations except as 
revision may be necessary to include therein any transmission lines found to be 
part of said project; 

(10) The transmission line described in paragraph (b) above serves as a 
primary line transmitting power from the Bellows Falls project to the point of 
junction with the distribution system and interconnected primary transmission 
system in the vicinity of Pratts Junction, Massachusetts, and as such is a neces- 
sary part of the complete Bellows Falls project, although not included within the 
project works specified in the application for license as amended; and the two 
owners of the line should join in the application for license and become joint 
licensees with the Bellows Falls Hydro-Electric Corporation to the limited extent 
of their ownership in said line; and 

It is ordered that: 

(A) A license be issued to the applicant for the aforesaid project for a period 
terminating June 30, 1970, subject to the provisions of the Act and the rules and 
regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
issued under section 4 (e) of the Act for such projects and the following special 
conditions ; 

(i) Insofar as any material is dredged or excavated in the prosecution of the 
work herein authorized, it shall be removed and deposited so it will not interfere 
with navigation and to the satisfaction of the District Engineer, War Department, 
in charge of the locality ; 

(ii) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
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necessary for the purposes of navigation ; and the operation by the licensee of the 
project works of this project, so far as such operation involves the use, sterage, 
and discharge from storage of waters affected by this license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of War 
may prescribe in the interests of navigation, and as the Federal Power Cemmis- 
sion may prescribe for.the protection of life, health, and property and in the 
interests of the fullest practicable conservation and utilization of such waters 
for power purposes and for other beneficial public uses, including recreational 
purposes ; and the licensee shall release water from the reservoir at such rate in 
cubic feet per second or such volume in acre feet per specified period of time as 
the Secretary of War may prescribe in the interests of navigation or as the 
Federal Power Commission may prescribe for the other purposes hereinbefore 
mentioned ; 

(iii) The operation of any navigation facilities whieh may be constructed as 
a part of or in connection with any dam or diversion structure constituting a part 
of the project works of this project shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, ineluding the 
control of the level of the pool caused by such dam or diversion structure, as may 
be made from time to time by the Secretary of War. Such rules and regulations 
may include the construction, maintenance and operation by the licensee at its 
own expense of such lights and signals as may be directed by the Secretary of 
War, and such fishways as may be prescribed by the Secretary of the Interior ; 

(iv) Whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with said project, the licensee shall 
convey to the United States free of cost such of its lands and its rights of way and 
such rights of passage through its dam or other structures and permit such control 
of pools as may be required to complete, maintain, and operate such navigation 
facilities ; 

(v) The licensee shall construct and install such appliances as are necessary 
for furnishing power for the operation of navigation facilities, including lights 
and signals, whether constructed by the licensee or by the United States; and 
shall furnish free of cost to the United States power for the operation of such 
navigation facilities ; 

(vi) The actual legitimate original cost and the accrued depreciation of the 
project as of the date of the license shall be determined in accordance with the 
Act and the Commission’s rules and regulations; 

(C) After the first 20 years of operation of the project, 6 percent per annum 
shall be the specified rate of return on the net investment in the project for 
determining surplus earnings in accordance with the provisions of section 10 (d) 
of the Act, for the establishment and maintenance of amortization reserves to 
pe held until the termination of the license, or in the discretion of the Commission, 
to be applied from time to time in reduction of the net investment in the project, 
and one-half of all surplus earnings in excess of 6 percent per annum received in 
any calendar year shall be paid into and held in such amortization reserves ; 

(D) Subject to the provisions of section 10 (e) of the Act and the rules and 
regulations of the Commission thereunder, the licensee shall pay to the United 
States an annual charge starting January 1, 1942, for the purpose of reimbursing 
the United States for the costs of administration of Part I of the Act, of one (1) 
cent per horsepower on the horsepower capacity (57,571 horsepower) authorized 
to be installed by the licensee, plus two and one-half (2%) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the fiscal year 
ended June 30 preceding the submission of a bill therefor by the Commission ; 

(E) The licensee shall pay to the United States, within 30 days after the 
isquance of the license herein authorized, the amount of $34.502.23 as reimburse- 
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ment to the United States for the costs of administration of Part I of the Act 
from January 1, 1938, up to December 31, 1941; 

(F) The maps, plans, specifications and statements referred to in finding (9) 
above as conforming to the Commission’s rules and regulations be and they are 
hereby approved as part of the license for the project: Provided, That such plans, 
specifications and statements, and any license issued in accordance with this 
order, shall be subject to such modification as the Commission may find to be 
necessary to include any primary line or lines used in transmitting power from 
the powerhouse to the point of junction with any distribution system or any 
interconnected primary transmission system within the meaning of section 3 (11) 
of the Act; 

(G) The Connecticut River Power Company and the New England Power 
Company shall, within 30 days from the date of this order, join in the application 
of Bellows Falls Hydro-Electric Corporation for a license for said project No. 
1855 to the limited extent of the ownership of each company in the transmis- 
sion line leading from Walpole, New Hampshire, to Pratts Junction, Massa- 
chusetts, referred to in paragraph (b) above; and new maps, plans, specifica- 
tions, and statements conforming to the Commission's rules and regulations 
shall be filed for said line for incorporation within the license as a part thereof. 


Order modifying the terms and conditions under which natural gas may be 
exported 


Texas Cities Gas Company and Juarez Gas Company, 8. A. 
(Docket No. G—107) 
May 12, 1942 


It appearing to the Commission that: 
(a) By orders of April 25, 1941, the Commission authorized the Texas Cities 
Gas Company and the Juarez Gas Company, S. A., to export natural gas from 
the United States to the Republic of Mexico, “in accordance with the terms 
and conditions as set forth in the application” for such authorizations ; 

(b) As parts of such applications, there was submitted an agreement, dated 
May 7, 1935, which provides for the sale of natural gas by the Texas Cities Gas 
Company to the Juarez Gas Company, S. A., for resale in the city of Juarez, 
Mexico, and such agreement was one of the terms and conditions upon which 
the authorizations of April 25, 1941, were granted ; 

(c) On June 30, 1941, Texas Cities Gas Company filed with the Commission 
a supplemental agreement, dated July 1, 1940, to said agreement of May 7, 1935, 
which supplemental agreement provides: (1) that the agreement of May 7, 1935, 
shall be renewed for a period of four years from May 7, 1940; (2) a method 
of computing the amount to be paid to Texas Cities Gas Company for gas resold 
for industrial use; and (3) a revised definition of “industrial processes” or 
customer ; 

(d) On June 80, 1941, Texas Cities Gas Company filed with the Commission 
supplemental agreements, dated July 23, 1940, and September 10, 1940, respec- 
tively, which supplemental agreements provide: (1) that the rate for domestic, 
lost, and unaccounted-for gas shall be reduced from 42 to 40 cents (American 
money) per thousand cubic feet, and (2) that the rate for domestic, lost,,and 
unaccounted-for gas shall be further reduced to 37 cents per thousand eubic feet 
“during such time when the value of the Mexican peso is less than 26 cents 
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in terms of the American dollar as such exchange values are quoted by the Bank 
of Mexico” ; -: 

(e) Texas Cities Gas Company has requested that said supplemental agree- 
ments of July 1, 1940, July 23, 1940, and September 10, 1940, be allowed to be 
made effective as of July 1, 1940; 

(f) Good eause has been shown for allowing said supplemental agreements to 
be made effective as of July 1, 1940; 

The Commission orders that: 

(A) The supplemental agreements of July 1, 1940, July 23, 1940, and September 
16, 1940, as filed with the Commission on June 30, 1941, by the Texas Cities Gas 
Company, to the agreement of May 7, 1935, between that company and the Juarez 
Gas Company, 3. A., be and they are hereby allowed to take effect as of July 1, 1940; 

(B) The orders of April 25, 1941, authorizing said Texas Cities Gas Company 
and Juarez Gas Company, S. A., to export natural gas from the United States to 
the Republic of Mexico be and they are hereby modified in accordance with the 
provisions of paragraph (A) above. 


Order to show cause and firing date of hearing 
Portland General Blectric Company 
(Docket No. IT-5779) 
May 12, 1942 


It appearing to the Commission that: 
(a) On May 1, 1989, Portland General Electric Company, hereinafter sometimes 
referred to as “company,” filed its purported reclassification and original cost 
studies required by electric plant accounts instruction 2—D of the Commission’s 
Uniform System of Accounts prescribed for public utilities and licensees, effective 
January 1, 1937, and the Commission’s order of May 11, 1937, pertaining thereto; 

(b) The staff of the Federal Power Commission and of the Public Utilities Com- 
missioner of Oregon jointly made a field study of the company’s purported re- 
classification and original cost studies and a joint report was submitted to the 
Federal Power Commission entitled, “Portland General Electric Company, Port- 
land, Oregon, Report on the Reclassification and Original Cost Studies of Electric 
Plant as at January 1, 1987”; 

(ec) On January 1, 1942, the joint report was served on the company, together 
with a request that it make the accounting adjustments indicated in such report; 
submit a copy of the adjusting journal entries within thirty (30) days; submit 
a plan for the disposition of $1,100,779.59 classified in the joint report in Account 
100.5, electric plant acquisition adjustments ; dispose of the amount of $1,305,896.62 
classified in the joint report in Account 107, electric plant adjustments, as recom- 
mended in such report; and submit a plan for the disposition of the balance of 
$11,765,702.54, also classified in Account 107, electric plant adjustments ; 

(d) Upon request of the company, extensions of time within which to respond 
to the request of December 31, 1941, were granted and on May 2, 1942, the company 
filed its response thereto in which it proposed to comply with and dispose of 
certain accounting adjustments aggregating $1,305,896.62 classified by the joint 
report in Account 107, which proposed dispositions .correspond with the recom- 
mendations contained in the joint report ; but the company failed to submit satis- 
factory plans for the disposition of $1,100,779.59 and $11,765,702.54 classified in 
Accounts 100.5 and 107, respectively, by the joint report ; 
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(e) Agreement has not been reached between the company and the Com- 
mission’s staff with respect to the disposition of the amount of $1,100,779.59 
classified in the joint report in Account 100.5, electric plant acquisition adjust- 
ments, and the disposition of the balance of $11,765,702.54 classified in the joint 
report in Account 107, electric plant adjustments. 

The Commission finds that: 

(1) Portland General Electric Company’s purported reclassification and orig- 
inal cost studies and the information submitted in its response to the Commis- 
sion’s request of January 1, 1942, do not justify or explain the company’s failure 
to submit plans for the disposition of the amount of $1,100,799.59, classified in 
the joint report in Account 100.5, and the amount of $11,765,702.54, classified 
by said joint report in Account 107; 

(2) It is advisable, necessary and proper in the public interest that a public 
hearing be held for the purpose ot requiring Portland General Electric Company 
to show cause why this Commission should not order the disposition of the 
amounts of $1,100,779.59 and $11,765,702.54, classified in Accounts 100.5 and 107, 
respectively, to be disposed of in accordance with the evidence adduced at said 
public hearing. 

The Commission orders that: 

(A) A public hearing be held commencing on June 15, 1942, at 9:45 a. m., 
(P. W. T.), in the Circuit Court Room 704, New Courthouse Building, at Portland, 
Oregon, and at said hearing Portland General Electric Company shall submit 
plans for the disposition of $1,100,779.59 and $11,765,702.54 classified by the joint 
report in Accounts 100.5 and 107, respectively, and may submit plans for the 
disposition of such amounts as Portland General Electric Company deems 
appropriately classifiable in Accounts 100.5 and 107, and shall show cause why 
the Commission should not by order determine that: 

(i) The amounts of $1,100,779.59 and $11,765,702.54, classified in Accounts 
100.5 and 107, respectively, by the aforementioned joint report, are properly 
established in said accounts; 

(ii) Disposition be made of $1,100,779.59, or such other amount as is properly 
established in Account 100.5, electric plant acquisition adjustments, in accordance 
with the evidence adduced at the hearing; 

(iii) Disposition be made of the amount of $11,765,702.54, or such other amount 
as is properly established in Account 107, electric plant adjustments, in accordance 
with the evidence adduced at the hearing. 

(B) The Public Utilities Commissioner of the State of Oregon and the Wash- 
ington Department of Public Service may participate in the hearing, as pro- 
vided in Part 39, section 39.4, of this Commission’s Rules of Practice and Regula- 
tions prescribed pursuant to the provisions of the Federal Power Act. 


Order authorizing and approving merger of facilities and consenting to with- 
drawal of an application previously filed 


Virginia Public Service Company 
(Docket Nos. IT-5689, IT-5749) 


May 12, 1942 


Virginia Public Service Company (hereinafter referred to as “applicant’’), 
a corporation having its principal business office in Alexandria, Virginia, on 
November 29, 1941, applied for an order pursuant to section 203 of the Federal 
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Power Act authorizing it to acquire all of the assets of its subsidiary, Virginia 
Public Service Generating Company {hereinafter referred to as “Virginia Gen- 
erating’), a corporation having its principal business office in Alexandria, Vir- 
ginia (docket No. IT-5749). Subsequently supplementary data were filed in 
support of the application. Amendments were filed January 15, 1942, April 18, 
1942 and May 11, 1942. The applicant made the foregoing application, as 
amended, contingent upon denial of its request that such application be dis- 
missed for want of jurisdiction or that the Commission issue an appropriate 
ruling that the applicant need not obtain such authorization by this Commission. 

The applicant also seeks to withdraw its application filed April 30, 1941 (docket 
No. IT-—5689), pursuant to paragraph E of instruction No. 6, balance sheet 
accounts, of the Uniform System of Accounts, for permission to amortize the 
remaining debt discount and expense applicable to certain indebtedness of the 
applicant then remaining on its books. 

From the sworn application, as supplemented and amended, and the record 
thereon, it appears that: 

(a) Written notice of the application has been duly given to the Virginia 
State Corporation Commission of the State of Virginia, the Public Service Com- 
mission of the State of West Virginia, the Utilities Commission of the State of 
North Carolina, and the Governors of each of those States. Notice of the appli- 
cation was also published in the Federal Register stating that any person de- 
siring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before December 5, 1941. No protest or 
petition or request to be heard in opposition to the granting of the said appli- 
cation has been received. 

(b) The applicant proposes to acquire all the assets of Virginia Generating 
by conveyance in liquidation of that company. Such assets consist principally 
of special deposits and a 15,000 kilowatt steam-electric generating station, and 
appurtenant transmission facilities, located on the banks of the Potomac River 
in Alexandria, Virginia, adjacent to the steam-electric generating station of the 
applicant. The said station and appurtenant transmission facilities of Virginia 
Generating are leased to and operated by the applicant. In consideration 
therefor, the applicant proposes to surrender all the outstanding stock of Vir- 
ginia Generating consisting of 3,300 shares of common stock which the appli- 
cant holds and to assume all of the liabilities of Virginia Generating, other than 
its funded debt for the redemption of which due provision is to be made by appli- 
cant or Virginia Generating concurrently with conveyance of the latter’s assets 
to applicant. Virginia Generating’s funded debt consisted (as of March 31, 
1942) of $1,293,000 in aggregate principal amount of its First Mortgage 4% 
Sinking Fund Bonds and $158,000 in aggregate principal amount of its 4% 
Serial Notes. 

(c) The acquisition of assets for which applicant seeks authorization from 
this Commission is a part of and incidental to a general plan of refinancing, by 
redemption, payment, reacquisition or other retirement, of all of the outstanding 
long term debt of applicant and Virginia Generating. Several other transac- 
tions involved in such plan are subject to requirements imposed by or pursuant 
to the Public Utility Holding Company Act of 1935. Applications for authoriz- 
ations and approvals necessary thereunder have been made to the Securities 
and Exchange Commission. A plan, dated as of April 17, 1942, of recapitaliza- 
tion of the equity interests in the applicant, consisting of preferred stock and 
common stock, has been filed with the Securities and Exchange Commission by 
the applicant in proceedings begun against applicant under Section 11 (b) (2) 
of the Public Utility Holding Company Act of 1935. 





706 FEDERAL POWER COMMISSION 


(d@) Transactions involved in the aforesaid plan of refinancing the long term 
debt have been submitted to the above referred to commissions ef the States of 
Virginia, West Virginia and North Carolina, and a favorable order has been 
issued by each of the said commissions. The acquisition by applicant of the 
assets of Virginia Generating as proposed by the application herein, as supple- 
mented and amended, has been approved by the Virginia Commission. 

This Commission having considered the application, as supplemented and 
amended, the record thereon, and annual reports (FPC Form 1) and power sys- 
tem statements (FPC Form 64) filed by the applicant, finds: 

(1) The applicant and Virginia Generating are corporations organized and 
existing under and by virtue of the laws of the State of Virginia. 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission, and for the sale at wholesale, of eleetric energy which is transmitted 
from Virginia, of electric energy transmitted from West Virginia, and of elec- 
tric energy transmitted from North Carolina, and consumed by persons ether 
than the transmitter thereof at points outside the State from which it is trans- 
mitted. The applicant is, therefore, a public utility as that term is used in sec- 
tion 208 of the Federal Power Act. 

(3) The assets of Virginia Generating proposed to be acquired by the appli- 
eant include facilities for the transmission of electric energy, such facilities 
consisting of step-up transformers and appurtenant equipment from its gen- 
erator to and including the 22-kilovolt outdoor bus of Virginia Generating 
which is a continuation of applicant’s bus. By the proposed acquisition the ap- 
plieant will directly or indirectly merge or consolidate its facilities subject to 
the jurisdiction of the Commission, or a part thereof, with facilities of another 
aequisition is, therefore, subject to the requirements of said section 208. 

(4) Under section 9 (b) of the Public Utility Holding Company Act of 1935, 
the proposed acquisition of facilities of Virginia Generating is not subject to the 
requirements of section 9 (a) of said Act. The applicant is subject to no other 
requirement imposed by or pursuant to the said Act with respect to its pro- 
posed acquisition and is, therefore, not exempt by section 318 of the Federal 
Power Act from the requirements of section 203 of the latter Act. The proposed 
acquisition is, therefore, subject to the requirements of said section 208. 

(5) The proposed acquisition by applicant of facilities of Virgitiia Generat- 
ing and consolidation of applicant’s facilities subject to the jurisdiction of this 
Commission with facilities of Virginia Generating for the transmission of elec- 
tric energy will be consistent with the public interest. 

(6) The applicant proposes to charge to earned surplus all of the remaining 
debt discount and expense on its books applicable to the long term debt to be 
retired and therefore authorization by this Commission pursuant to paragraph 
E of instruction No. 6 of balance sheet accounts of the Uniform System of 
Accounts is not required. 

Wherefore the Commission orders that: 

(A) The request for the dismissal of the application for want of jurisdic- 
tion or for a ruling that it is not necessary to obtain the authorization of this 
Commission for the proposed acquisition of assets is denied. 

(B) The proposed merger is hereby authorized upon the terms and con- 
ditions set forth in the application as supplemented and amended, subject to 
the terms of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
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bedy and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 

(D) This authorization shall expire unless acted upon within thirty (30) 
days after the entry of this order. 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations and shall 
file proposed journal entries within six mdnths from the date of consumma- 
tion of the proposed acquisition as required by the provisions of the Commis- 
sion’s Uniform System of Accounts. Nothing in this order contained shall be 
construed as relieving Virginia Generating from any requirement applicable 
to it, prescribed by said system of accounts, to file its proposed journal entries 
within the said period of 6 months. 

(F) The withdrawal of the application filed April 30, 1941, by the applicant 
is hereby consented to. 


Order approving interim agreement for the sale of electric energy 
Brazos River Conservation and Reclamation District 
(Project No. 1490) 

May 15, 1942 


Upon request filed on February 18, 1942, by Brazos River Conservation and 
Reclamation District, licensee for project No. 1490, for our approval of a pro- 
posed interim agreement between it and the Brazos River Transmission Electric 
Cooperative, Inc., dated February 14, 1942, providing for the sale and purchase, 
respectively, of electric energy for resale to the City of Garland, Texas; and 

It appearing to the Commission that: 

(a) Our orders of March 14, 1941, and April 14, 1942, approved the contract 
and supplement thereto between the licensee and the Cooperative providing for 
the sale and purchase of the entire output of the project for a period of 25 
years ; 

(b) This contract, as supplemented, becomes effective on or before September 
15, 1942, whenever electric energy from the project is delivered to the Coopera- 
tive for the account of its member distribution cooperatives ; 

(ec) Since entering into the contract, as supplemented, the Cooperative con- 
tracted to sell electric energy to the City of Garland, Texas, at the rate of 6.5 
mills per kilowatt-hour, for resale to certain defense industries ; . 

(d) At this time the Cooperative desires to obtain from the licensee, under 
the interim agreement, for which approval is sought, electric energy required by 
the City of Garland, Texas, to supply said defense industries until the time 
licensee can put the terms of the contract, as supplemented, into effect, which 
the Cooperative understands “to be during May 1942,” but in no event beyond 
May 31, 1942; 

(e) The revenue from such sale to the City of Garland is to be divided upon 
the basis of 66 percent of 6.5 mills to licensee (4.29 per kilowatt-hour sold), 
and 34 percent of 6.5 mills to the Cooperative (2.21 mills per kilowatt-hour 
sold) ; 

(f) By letter of March 11, 1942, the Cooperative accepted the terms of the 
interim agreement for which approval is sought ; 
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(g) In his letter of March 23, 1942, the Deputy Administrator, Rural Elec- 
trification Administration, advised that the interim agreement between the 
licensee and the Cooperative was approved for the Administrator on March 
20, 1942; 

The Commission finds that: 

The approval of the interim agreement will be consistent with the public 
interest ; 

The Commission orders that: 

The interim agreement, dated February 14, 1942, between the licensee and the 
Cooperative be and it is hereby approved upon the following terms and 
<onditions : 

(i) Within 30 days of the date of this order, the licensee shail file six copies 
of the interim agreement of February 14, 1942, and six copies of the Coopera- 
tive’s letter of acceptance, dated March 11, 1942, together with six copies of 
the statement of the return of rates to be charged by the Cooperative upon resale 
of the electric energy purchased under the interim agreement ; 

(ii) This order shall be without prejudice to any appropriate exercise of 
administrative or regulatory action and determination hereafter undertaken by 
this Commission or by any appropriate state,or federal agency. 


Order to show cause 
Public Service Company of Oklahoma 
(Docket No. IT-5781) 
May 19, 1942 


It appearing to the Commission that: 

(a) Public Service Company of Oklahoma (hereinafter “company” ) reported 
to the Commission in its annual report for 1940 (F. P. C. Form No. 1) that in 
April 1940, the company sold at par, $1,000,000 principal amount of Serial 1%%- 
234% Unsecured Notes due semiannually August 1, 1941, to February 1, 1946, and 
upplied the proceeds to the redemption of $1,000,000 principal amount of 4% 
Serial Debentures maturing February 1, 1942, to February 1, 1946, inclusive. 

(b) The annual report for 1940 to the company stockholders, dated April 3, 
1941, and included within the aforesaid annual report to the Commission, showed 
that in March 1941, the company issued and sold $16,000,000 principal amount 
of First Mortgage Bonds, Series A, 344%, due February 1, 1971, and 83,500 
shares of 5% Preferred Stock; that the proceeds of these issues, together with 
funds from the company’s treasury, were applied to the retirement of $16,000,000 
principal amount of First Mortgage Bonds, Series A, 4%, due February 1, 1966, 
and 32,131 shares of 7% Prior Lien Stock and 51,369 shares of 6% Prior Lien 
Stock then outstanding. 

(c) After partial review of the aforesaid annual reports by the Commission 
staff, the company was requested by letter dated July 23, 1941, to furnish the 
Commission full particulars of the refunding transactions, together with copies 
of state commission orders, if any, issued in connection therewith, and a verified 
application for permission to amortize the debt discount and expense and call 
premium applicable to the refunded issues over a future period. The company 
was requested also to furnish the Commission complete information regarding 
the amounts of and the method of accounting for the premium received and the 
expenses incurred in connection with the sale of the new bonds, as well as com- 
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plete information regarding the redemption premium, underwriters’ fee and 
selling commission, redemption and other expenses and sales premium incurred 
or received in connection with the capital stock transactions. 

(@) The company replied by two letters dated August 16, 1941, but failed 
either to comply fully with the Commission requests or to give any satisfactory 
reason therefor. 

The Commission orders that: 

(A) Public Service Company of Oklahoma show cause, under oath, if any 
there be, on or before July 1, 1942, why the Commission should not by ‘order 
require the company to: 

(i) File its application for permission to amortize over a future period the 
unamortized debt discount and expense, call premium, and other possible ex- 
penses associated with the refunded 4% Serial Debentures in accordance with 
balance sheet accounts instruction 6-E of the Uniform System of Accounts 
prescribed by the Commission for public utilities and licensees; or to charge to 
Account 414, miscellaneous debits to surplus, as of December 31, 1941, the un- 
amortized balance at December 31, 1941, of such items; 

(ii) File its application for permission to amortize over future periods the 
unamortized debt discount and expense, call premium, redemption expenses, and 
duplicate interest, if any, associated with the refunded bonds; or to charge to 
Account 414, miscellaneous debits to surplus, as of December 31, 1941, the un- 
amortized balance at December 31, 1941, of such items; 

(iii) Classify in Account 240, unamortized premium on debt, the unamortized 
balance at December 31, 1941, of the premium received from the sale of the new 
bonds issued in March 1941, less expenses associated with the issuance and sale 
of such new bonds, and to continue the amortization thereof through Account 
582, amortization of premium on debt-credit, in accordance with balance sheet 
accounts instructions 6-A and 6—-B of the Uniform System of Accounts; 

(iv) Make appropriate entries in Account 151, capital stock expense, and 
Account 2038, premiums and assessments on capital stock, to dispose properly of 
the call and other premiums paid, underwriters’ fee and selling commission, 
redemption and other expenses and sales premium in connection with its capital 
stock trarisactions, and to submit to the Commission for review and acceptance 
for filing, the journal entries which it has made in these accounts in accordance 
\vith balance sheet accounts instruction 5 of the Uniform System of Accounts; 

(B) The response of the company hereto shall be in the form of an offer to 
prove the facts alleged, and shall set forth with particularity the facts upon 
which the company relies; and shall not consist of conciusions of law or of fact 
but only of such facts as would be admissible in evidence. 


Order requiring application to be supplemented 
Western Massachusetts Electric Company, et al. 
(Docket No. IT-5755) 

May 19, 1942 


The Commission having under consideration the application in the above- 
entitled matter filed December 18, 1941, as amended, whereby, among other 
things, authorization is sought pursuant to section 203 of the Federal Power Act 
for the disposal by the Turners Falls Power & Electric Company (by merger 
and consolidation with Western Massachusetts Electric Company) of all of its 
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facilities, including the hydroelectric development on the Connecticut River 
at or near Turners Falls, Massachusetts; and having heretofore concluded that 
the Connecticut River from its mouth up to and beyond a point above Turners 
Falls, Massachusetts, is a navigable water of the United States, on the record 
then before it, in In the Matter of Bellows Falls Hydro-Electric Corporation, 
et al., docket No. IT-5584 (2 F. P. C. 380) ; 

It appearing that the said hydroelectric development was constructed and 
has’ been and is being operated and maintained withont license, permit, right- 
of-way, or other authorization by the United States; and 

It appearing further that certain transmission lines connected with the 
aforesaid hydroelectric development (as referred to in paragraph (B) below, 
probably constitute part of the complete project subject to the licensing provi- 
sions of the Federal Power Act, whereas others of such lines (referred to in 
paragraph (C), below) may not be part of such project ; 

It is ordered that the applicants in the above-entitled proceeding supplement 
their application as amended to: 

(A) Show cause, if any there be, why Turners Falls Power & Electric Com- 
pany should not be required, as a condition precedent to the authorization of 
the proposed disposal by merger and consolidation, to make due application 
for a license for said development pursuant to Part I of the Federal Power Act, 
and agree to accept such license as the Commission may lawfully authorize to 
be issued for such project, insofar as operated and maintained by it or its suc- 
cessor in interest, and why the Western Massachusetts Electric Company should 
not be required to agree to join in such application and agreement if the disposal 
is consummated, as a further condition precedent to such authorization; or, in 
lieu of such showing, to submit such application for license and agreements 
concerning the same; 

(B) Show cause why each of the following electric lines should not be found 
to have only such capacity as reasonably required for the present or future supply 
of connected distribution systems by the aforesaid hydroelectric development, 
and to be used principally for the transmission of electric energy generated by the 
aforesaid hydroelectric development (or part thereof) to the point of junction 
with a distribution system or with an interconnected primary transmission sys- 
tem, and why each should not be held to be a part of the project within the 
meaning of subsection (11) of section 3 of the Federal Power Act, namely : 

(i) A single-circuit and a double-circuit, 13,200-volt line between the so-called 
Station No. 1 and Cabot Station of said hydroelectric development; 

(ii) Two 66 and two 110-kv circuits between the said Cabot Station and the 
switching station located just across the project canal therefrom ; 

(iii) Four 13,200-volt circuits from the said Cabot Station to the Greenfield 
substation ; 

(C) Show such facts as are relied on to establish that each of the following 
electric lines does not have the limited capacity, does not serve the principal 
purpose, and should not be determined to be part of the project, as respectively 
stated in paragraph (B), above, namely: 

(i) The Turners Falls-Amherst-Mt. Tom-Westfield-Agawam 2-circuit, 66-kv 
line; 

(ii) The Turners Falls-Chicopée-Agawam 2-circuit, 66-kv line; 

(iii) The Turners Falls-Pittsfield 2-circuit, 110-kv line; 

(iv) The 2circuit, 110-kv line from Turners Falls to the New England Power 
Company’s 110-kv Harriman line; 

(D) State whether, if the électric lines enumerated in paragraph (C), above, 
are determined to be not part of the project subject to the licénsing provisions 
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ef the Federal Power Act, the Turners, Falls Power & Blectric Company and its 
successor in interest will undertake and agree not to claim, or seek reimburse- 
ment for, damage to any distribution system or other facilities supplied with 
energy by any of said lines, or, damage to any of said lines, as caused by severance 
of the project property taken by the United States, in the event the United States 
should exercise its rights to take over the project in accordance with the provi- 
sions, of section 14 of the Federal Power Act, upon or after the expiration of a 
license for a term to expire not earlier than June 10; 1970, or in the event the 
Tnited States should exercise the rights reserved in section 16 of the Federal 
Power Act. 


Order approving disposition of amounts in Account 100.5, eleetric plant acquisition 
adjustments, and of amounts in Account 107, electric plant adjustments 


Portland General Electric Company, successor to Yambhill Electric Company 


May 19, 1942 


It appearing to the Commission that: 

(a) On May 1, 1939, Yamhill Hlectric Company, hereinafter sometimes re- 
ferred to as “Yamhill,” filed its proposed reclassification of accounts and 
eriginal cost study required by electric plant accounts instruction 2—D of the 
Commission's Uniform System of Accounts prescribed for public utilities and 
licensees, effective January 1, 1937, and the Commission's order of May 11, 1987; 

(b) The staffs of the Federal Power Commission and of the Public Utilities 
Commissioner of Oregon jointly made a field study of Yambhill’s proposed reclassi- 
fication and original cost studies and a joint report was submitted to this 
Commission entitled “Yamhill Electric Company, Portland, Oregon, Report on 
the Reclassification and Original Cost Studies of Electric Plant, as at January 
1, 1937” ; 

(c) In the joint report a net amount of $1,526.46 was classified in Account 
100.5, electric plant acquisition adjustments, being the difference between a 
debit item of $2,670.97, representing the excess of purchase cost over estimated 
original cost of minor acquisitions, and a credit amount of $1,144.51, representing 
the estimated original cost of Grande Ronde Distribution System donated to 
Yamhill by International Harvester Company ; 

(d) In said joint report, $65,849.83 was classified in Account 107, representing 
uppreciation recorded on Yambhill’s books as a result of several appraisals ; 

(e) It was recommended in the joint report that the debit amount of $2,670.97 
and the credit amount of $1,144.51, classified in Account 100.5 be disposed of by 
charge to Account 271, earned surplus, and by transfer to Account 265, contri- 
butions in aid of construction, respectively, and that the amount of $65,849.83, 
established in Account 107, be disposed of by a charge of $49,043.14 to Account 
270, capital surplus, and $16,806.69 to Account 271, earned surplus; 

(f) The joint report was transmitted to Yamhill on January 1, 1942, together 
with a request that the accounting adjustments indicated in the report be made, 
copies of the adjusting journal entries be submitted and that Yamhill indicate 
its eoncurrence in the plans of disposition proposed in the joint report with 
respect to the amounts classified in Accounts 100.5 and 107; 

(g) Pursuant to this Commission’s order of April 5, 1988 (docket No. 
IT-5503), Yamhill Electric Company was merged with and into Portland 
General Electric Company and in connection with such merger, Yamhill Electric 
Company disposed of $49,043.14 classified in Account 107, by charges to Account 
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270, capital surplus, and $10,475.45 of the amount classified in Account 107 by 
charges to Account 414, miscellaneous debits to surplus; 

(h) Portland General Electric Company, as successor to Yamhill Dlectric 
Company, under date’ of April 29, 1942, has submitted proposals to dispose of 
the balance of $6,331.24 in Account 107 by a charge to Account 271, earned 
surplus, and to dispose of the debit amount of $2,670.97 and of the credit 
amount of $1,144.51, classified in Account 100.5 by a charge against Account 
271, earned surplus, and by a transfer to Account 265, contributions in aid of 
construction, respectively ; 

The Commission finds that: 

The proposed dispositions of the amounts established in Accounts 100.5 and 
107 are in accord with the recommendations contained in the joint report and 
are in conformity with correct accounting principles and the Commission’s 
Uniform System of Accounts prescribed for public utilities and licensees; 

The Commission orders that: 

(A) Portland General Electric Company, as successor to Yamhill, dispose of 
the amount of $6,331.24, classified in Account 107, by a charge to Account 271, 
earned surplus, and dispose of the debit amount of $2,670.97 and the credit amount 
of $1,144.51, classified in Account 100.5, by a charge against Account 271, earned 
surplus, and a transfer to Account 265, contributions in aid of construction, 
respectively ; 

(B) Portland General Electric Company, as successor to Yamhill, submit within 
sixty days from the date of this order the journal entries giving effect to the 
dispositions of the amounts classified in Accounts 100.5 and 107 as herein 
authorized and approved. 


Order requiring temporary interconnection of facilities and interchange of 
electric energy 


Florida Power and Light Company and City of Jacksonville, Florida 
(Docket No. IT-5782) 
May 21, 1942 


The United States being engaged in a state of war declared to exist by the 
Joint Resolutions of the Congress approved December 8 and 11, 1941; and 

The Federal Power Commission having previously undertaken, pursuant to 
the President’s directive of June 14, 1940, certain responsibilities to provide an 
adequate supply of electric power in the areas in which it is most needed; and 

The Commission hereby determining, upon the basis of comprehensive data 
before it, that an emergency exists within the meaning of section 202 (c) of the 
Federal Power Act, in the northeastern part of the State of Florida, particularly 
in the counties of Alachua, Bradford, Clay, Duval, Putnam, and Union, by reason 
of a sudden and constantly increasing demand for electric energy coupled with 
a shortage of generation and transmission facilities to supply such demand, a 
shortage of fuel oil for generating facilities, the necessity of providing stand-by 
service for essential war agencies, and other causes incident to the aforesaid 
state of war; 


The Commission, having carefully considered the foregoing and the necessity 
of alleviating such emergency, finds that: 
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(1) The temporary interconnection of facilities and interchange of electric 
energy hereinafter ordered between Florida Power and Light Company and the 
City of Jacksonville, Florida, together with the interconnections and inter- 
changes prescribed by the Commission’s orders of May 21, 1942, In the Matter of 
Florida Power Corporation and City of Gainesville, Florida (docket No. IT-5784) 
and In the Matter of Florida Power and Light Company and Clay Electric Co- 
operative Association, Inc. (docket No. IT-5783), will best meet the aforesaid 
emergency, aid in the prosecution of the war, and serve the public interest ; 

(2) The temporary interconnection and interchange hereinafter ordered have 
been approved by the Power Branch of the War Production Board, pursuant to 
the agreement of April 24, 1942, coordinating the activities of the Commission 
and the Board ; 

Wherefore, the Commission orders that: 

(A) Florida Power and Light Company and the City of Jacksonville, Florida, 
construct and install, and during the period of the emergency maintain and 
operate, such transmission facilities including transformers, switching and other 
equipment, as may be necessary to provide for the interchange of electric energy 
up to the capacity of their facilities, including their present facilities and those 
to be provided pursuant to this order; 

(B) Florida Power and Light Company provide the necessary switching 
equipment at its Baldwin substation in Duval County, Florida, and a 66-kilovolt 
transmission line from that substation to a point at or near the city limits of 
Jacksonville, as may be agreed upon; and the City of Jacksonville, Florida, pro- 
vide a 66-kilovolt transmission line from such point to its McDuff substation 
and the necessary transformers and switching equipment within the city, includ- 
ing a 66-kilovolt transmission line between its McDuff substation and its Talley- 
rand steam-electric generating station ; 

(C) Florida Power and Light Company and the City of Jacksonville, Florida, 
deliver to and receive from each other, within their respective capabilities, such 
electric energy as may be necessary to relieve the emergency ; 

(D) To the extent the electric energy to be delivered pursuant to paragraph 
(C) above cannot be provided from its own facilities, Florida Power and Light 
Company receive electric energy from such other sources as may be directed by 
competent authority, and transmit and deliver the same to the City of Jackson- 
ville, Florida. 

(E) The acts to be done pursuant to this order shall be initiated immediately 
and carried forward without delay, and in no event shall they be delayed pend- 
ing determination of the terms or conditions of any agreement between the 
parties affected. In the event that such parties fail to agree upon the terms or 
conditions of any arrangement which may be necessary or appropriate to the 
execution of this order, the Commission will, by supplemental order, prescribe 
such conditions as it finds to be just and reasonable, including the compensa- 
tion or reimbursement which shall be paid to or by any such party; 

(F) Florida Power and Light Company and the City of Jacksonville, Florida, 
file with the Commission within 21 days after the date of this order, a state- 
ment of all arrangeménts necessary, including acquisitions of rights-of-way and 
purchases of equipment, and a construction schedule covering their respective 
portions of the work to be done hereunder, and also file with the Commission on 
the fifth of each month thereafter a report of all arrangements made or entered 
into, including orders placed for equipment, and the progress being made for 
the effectuation of the purposes of this order. 
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Order requiring temporary interconnection of facilities and interchange of 
electric energy 


Florida Power Corporation and City of Gainesville, Morida 
(Docket No. I'T-—5784) 
May 21, 1942 


The United States being engaged in a state of war declared to exist by 
the Joint Resolutions of the Congress approved December 8 and 11, 1941; and 

The Federal Power Commission having previously undertaken, pursuant to 
the President’s directive of June 14, 1940, certain responsibilities to provide an 
adequate supply of electric power in the areas in which it is most needed; and 

The Commission having today determined, In the Matter of Florida Power and 
Light Company and City of Jacksonville, Florida (docket No. IT-5782), upon 
the basis of comprehensive data before it, that an emergency exists within 
the meaning of section 202 (c) of the Federal Power Act, in the northeastern 
part of the State of Florida, particularly in the counties of Alachua, Bradford, 
Clay, Duval, Putnam, and Union, which determination is by reference made a 
part hereof ; 

The Commission, having carefully -considered the foregoing and the necessity 
of alleviating such emergency, finds. that: 

(1) The temporary interconnection of facilities and interchange of electric 
energy hereinafter ordered between Florida Power Corporation and the City 
of Gainesville, Florida, together with the interconnections and interchanges 
prescribed by the Commission’s orders of May 21, 1942, In the Matter of Florida 
Power and Light Company and City of Jacksonville, Florida (docket No. IT- 
5782), and In the Matter of Florida Power and Light Company and Clay Elec- 
iric Cooperative Association, Inc. (docket No. IT-5783), will best meet the 
aforesaid emergency, aid in the prosecution of the war, and serve the public 
interest ; 

(2) The temporary interconnection and interchange hereinafter ordered have 
been approved by the Power Branch of the War Production Board, pursuant 
to the agreement of April 24, 1942, coordinating the activities of the Commission 
and the Board; 

Wherefore, the Commission orders that: 

(A) Florida Power Corporation and the City of Gainesville, Florida, construct 
and install, and during the period of the emergency maintain and operate, such 
transmission facilities including transformers, switching and other equipment, 
as may be necessary to provide for the interchange of electric energy up to the 
capacity of their facilities, including their present facilities and those to be 
provided pursuant to this order; 

(B) Florida Power Corporation provide the necessary switching and other 
equipment at its Gainesville substation in Alachua County, Florida, and a 
transmission line from that substation to a point at or near the city limits of 
Gainesville, as may be agreed upon; and the City of Gaimesville, Florida, pro- 
vide a transmission line from such point to its municipal steam-electric gen- 
erating station, together with the necessary transformers, switching and other 
equipment ; 

(C) Florida Power Corporation and the City of Gainesville, Florida, deliver 
to and receive from each other, within their respective capabilities, such electric 
energy as may be necessary to relieve the emergency ; 

(D) To the extent the electric energy to be delivered pursuant to paragraph 
(C) above cannot be provided from its own facilities, Florida Power Corpora- 
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tion receive electric energy from. stich other sources as may be directed by 
competent authority, and transmit and deliver the same to the City of Gaines- 
ville, Florida ; a 

(E) The acts to be done pursuant to this order shall be initiated immedi- 
ately and carried forward without delay, and in no event shall they be delayed 
pending determination of the terms or conditions of any agreement between 
the parties affected. In the event that such parties fail to agree upon the 
terms or conditions of any arrangement which may be necessary or appropriate 
to the execution of this order, the Commission will, by supplemental order, 
prescribe such conditions as it finds to be just and reasonable, including the 
compensation or reimbursement which shall be paid to or by any such party ; 

(F) Florida Power Corporation and the City of Gainesville, Florida, file 
with the Commission within 21 days after the date of this order, a statement of 
all arrangements necessary, including acquisitions of rights-of-way and pur- 
chases of equipment, and a construction schedule covering their respective 
portions of the work to be done hereunder, and also file with the Commission 
on the fifth of each month thereafter a report of all arrangements made or 
entered into, including orders placed for equipment, and the progress being made 
for the effectuation of the purposes of this order. 


Order requiring temporary interconnection of facilities and interchange of 
electric energy 


Morida Power and Light Company and Clay Electric Cooperative Association, 
Inc, 


(Docket No. IT-5783) 
May 21, 1942 


The United States being engaged in a state of war declared to exist by the 
Joint Resolutions of the Congress approved December 8 and 11, 1941; and 

The Federal Power Commission having previously undertaken, pursuant to 
the President’s directive of June 14, 1940, certain responsibilities to provide 
an adequate supply of electric power in the areas in which it is most needed; and 

The Commission having today determined, In the Matter of Florida Power 
and Light Company and City of Jacksonville, Florida (docket No. IT-5782), 
uponthe basis of comprehensive data before it, that an emergency exists within 
the meaning of section 202 (c) of the Federal Power Act, in the northeastern 
part of the State of Florida, particularly in the counties of Alachua, Bradford, 
Clay, Duval, Putnam, and Union, which determination is by reference made 
a part hereof ; 

The Commission, having carefully considered the foregoing and the necessity 
of alleviating such emergency, finds that: 

(1) The temporary interconnection of facilities and interchange of electric 
energy hereinafter ordered between Florida Power and Light Company and 
Clay Electric Cooperative Association, Inc., together with the interconnections 
and interchanges prescribed by the Commission’s orders of May 21, 1942, In 
the Matter of Florida Power and Light Company and City of Jacksonville, 
Florida (docket No. IT— 5782), and In the Matter of Florida Power Corporation 
and City of Gainesville, Florida (docket No. IT-5784), will best meet the afore- 
said emergency, aid in the prosecution of the war, and serve the public interest ; 

(2) The temporary interconnection and interchange hereinafter ordered have 
been approved by the Power Branch of the War Production Board, pursuant to 
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the agreement of April 24, 1942, coordinating the activities of the Commission and 
the Board ; : 

Wherefore, the Commission orders that: 

(A) Florida Power and Light Company and Clay Electric Cooperative Asso- 
ciation, Inc. construct and install, and during the period of the emergency main- 
tain and operate, such transmission facilities including transformers, switching 
and other equipment, as may be necessary to provide for the interchange of 
electric energy up to the capacity of their facilities, including their present 
facilities and those to be provided pursuant to this order ; 

(B) Florida Power and Light Company provide the necessary switching and 
transformer equipment at its Starke substation in Bradford County, Florida, to 
connect with the line hereinafter ordered to be provided by Clay Blectric Co- 
operative Association, Inc.; and Clay Electric Cooperative Association, Inc. pro- 
vide the necessary transmission line from the terminus of its existing line at the 
municipal electric generating plant of the City of Starke, Florida, to the aforesaid 
Starke substation of Florida Power and Light Company; 

(C) Florida Power and Light Company and the Clay Electric Cooperative 
Association, Inc. deliver to and receive from each other, within their respective 
capabilities, such electric energy as may be necessary to relieve the emergency, 

(D) To the extent the electric energy to be delivered pursuant to paragraph 
{C) above cannot be provided from its own facilities, Florida Power and Light 
Company receive electric energy from such other sources as may be directed by 
competent authority, and transmit and deliver the same to Clay Electric Co- 
operative Association, Inc. ; 

(E) The acts to be one pursuant to this order shall be initiated immediately 
and carried forward without delay, and in no event shall they be delayed pending 
determination of the terms or conditions of any agreement between the parties 
affected. In the event that such parties fail to agree upon the terms or conditions 
of any arrangement which may be necessary or appropriate to the execution of this 
order, the Commission will, by supplemental order, prescribe such conditions as 
it finds to be just and reasonable, including the compensation or reimbursement 
which shall be paid to or by any such party ; 

(F) Florida Power and Light Company and Clay Electric Cooperative Asso- 
ciation, Inc. file with the Commission witin 21 days after the date of this order, 
a statement of all arrangements necessary, including acquisitions.of rights-of-way 
and purchases of equipment, and a construction schedule covering their respective 
portions of the work to be done hereunder, and also file with the Commission on 
the fifth of each month thereafter a report of all arrangements made or entered 
into, including orders placed for equipment, and the progress being made for 
the effectuation of the purposes of this order. 


Order authorizing issuance of bonds 
Montana-Dakota Utilities Co. 
(Docket No. I'T-5776) 
May 22, 1942 
Montana-Dakota Utilities Co., (hereinafter referred to as the applicant), 


whose principal business office is at 831 Second Avenue South, Minneapolis, Min- 
nesota, on April 20, 1942, applied for an order pursuant to section 204 of the 
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Federal Power Act authorizing it to issue $1,000,000 of First Mortgage Bonds 
and requested that hearing on its application be waived. An amendment to the 
application was filed May 6, 1942. 

From the sworn application, as amended, and the record thereon, it appears 
that: p 

(a) The bonds proposed to be issued. are of two series dated as of May 1, 
1942. One series of $250,000 principal amount with interest at the rate of, 244% 
will be due serially each May 1 from 1943 through 1950, and is to be sold pri- 
vately at an average gross price of 101.39%, or $253,475 to two commercial banks. 
The other series of $750,000 principal amount at an interest rate of 344% will, 
to the extent of $500,000, be retired through the operation of a sinking fund 
from 1951 through 1961, and the remaining $250,000 will be due at maturity, 
May 1, 1962. This 312% series will be sold privately to an insurance company 
at a gross average price of 104%, or $780,000. All of the bonds will be secured 
equally with applicant’s First Mortgage Bonds, now outstanding, by the Indenture 
of Mortgage dated as of May 1, 1939, and Indentures supplemental thereto. 

(bo) An estimated $596,296.21 total cash will, under the terms of applicant's 
Indenture of Mortgage, as supplemented, be made available immediately upon 
issuance and sale of the proposed bonds for reimbursement of the applicant’s 
treasury for expenditures against which securities have not heretofore been 
issued. Simultaneously with the issuance of the bonds the applicant will repay 
at par and interest acerued to the prepayment date, the $510,000 of its 24% 
Purchase Money Notes outstanding on March 31, 1942. An estimated additional 
$419,828.79 net proceeds of the bonds will remain with the trustee under the 
Indenture of Mortgage, as supplemented, to be withdrawn against bondable 
net additions constructed or acquired after March 31, 1942. The estimated expend- 
itures for property additions during 1942 will be approximately $350,000 includ- 
ing cost of construction of 26 miles of 6-inch natural gas field lines. 

(c) The bonds will not be underwritten. A fee of 4% of the aggregate prin- 
cipal amount of the bonds will be paid to Blyth & Co., Inc., for services in con- 
nection with the sale of the bonds. The total expenses in connection with the 
proposed issue including said fee are estimated at $17,359, or 1.735% of the prin- 
cipal amount of the bonds. 

(d) Due written notice of the application has been given to the Public Service 
Commission of Wyoming, the Public Service Commission of North Dakota, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, The Railroad and Warehouse Commission of Minnesota, and 
to the Governor of each of those States. Notice of the application was also 
published in the Federal Register on April 23, 1942, stating that any person 
desiring to be heard or to make any protest in reference to said application should 
file a petition or protest on or before Muy 8, 1942. No protest, petition, or 
request to be heard in opposition to the granting of the application has been 
received. 

(e) The Public Service Commission of North Dakota, by order dated April 
29, 1942, in Case No. 4007, granted an application for authority to issue the 
proposed bonds. 

It further appears from the aforesaid application and that certain other 
application filed May 5, 1942, by the applicant (docket No. G-282), pursuant to 
sections 7 (c) and 7 (d) of the Natural Gas Act, as amended, that: 

(f) Application was duly filed by said applicant for a certificate of convenience 
and necessity for the operation of its facilities for the transportation and sale 
of natural gas subject to the jurisdiction of the Commission on the ground that 
applicant ws bona fide engaged in transportation and sale of natural gas sub- 
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ject to the jurisdiction of the Commission on February 7, 1942, and has se 
» operated. since that time; and such application is now pending before this 
Commission for determination. 

Upon consideration of the foregoing applications and the record thereon, the 
Commission finds: 

(1) The applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware, and carries on electric and natural gas 
utility business in the states of Montana, North Dakota, and South Dakota and 
a gas utility business in the State of Wyoming. Of said states, only the State 
of North Dakota has any law under which the applicant’s security issues are 
regulated by a State commission. 

(2) The applicant owns and operates facilities, among others; for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the States of North Dakota and Montana, and consumed, by persons other 
than the transmitter thereof, at points outside the State from which it is 
transmitted. The applicant also owns and operates facilities in the State of 
Montana for the transmission of electric energy from that State, which energy 
is consumed by persons other than the transmitter thereof, at points in the 
Province of Saskatchewan, Dominion of Canada. The applicant is, therefore, 
a public utility within the meaning of that term as used in section 204 of the 
Federal Power Act. 

(3) The proposed issuance of bonds will constitute the issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(4) The applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issue 
of bonds is, therefore, not exempted by that section from the provisions -of 
section 204 of that Act. 

(5) The proposed issuance of bonds will not result in the capitalization of 
the right to a corporation or of any franchise, permit, or contract for consolida- 
tion, merger, or lease in excess of the amount (exclusive of any tax or annual 
charge) actually paid as the consideration for such right, franchise, permit, or 
contract. 

(6) The proposed issuance of bonds is for a lawful object within the cor- 
porate purposes of the applicant and compatible with the public interest, which 
is appropriate for and consistent with the proper performance by the appli- 
cant of service as a public utility and which will not impair its-ability to per- 
form that service, and is reasonably appropriate for such ai cs 

Wherefore, the Commission orders as follows: 

(A) The proposed issuance of bonds is authorized upon the terms and con- 
ditions and for the purposes set forth in the application, as amended, subject 
to the terms of this order. 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission, or any regulatory body, with respect to rates, service, ac- 
counts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of costs, or any valuation of 
property claimed or asserted. 

(C) This authorization shall expire unless acted upon within 60 days from 
the date hereof. 
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(D) Nothing in this order ‘shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the securities to which 
this order’relates. vs 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission's Rules of Practice and Regulations. 


Order dismissing application for want of jurisdiction 
Florida Power Corporation 
(Docket No. IT-5777) 
May 28, 1942 


Florida Power Corporation, a corporation having its principal business office at 
St. Petersburg, Florida, on May 7, 1942, applied for an order pursuant to section 
203 of the Federal Power Act authorizing it to sell certain facilities to Talquin 
Electric Cooperative, Inc. The application was made contingent upon the denial 
of the request which was also made that the Commission issue an order to the 
effect that it does not have or take jurisdiction of the subject matter under section 
318 of the Federal Power Act. Amendments to the application were filed May 9, 
1942, and May 15, 1942, and additional data in support of the application was 
furnished. 

From the foregoing application, as amended, and supporting data it appears 
that : 

(a) Florida Power Corporation proposes to sell to Talquin Electric Coopera- 
tive, Inc., under an agreement made as of April 22, 1942, certain properties de- 
scribed in a deed and bill of sale incorporated by reference in said agreement as 
Exhibit A. Such properties are characterized as certain electric transmission and 
distribution lines and facilities and certain other properties located in the 
counties of Gadsden and Leon in the State of Florida. The total sale price is 
fixed by the agreement as $128,041 plus capital additions since June 2, 1941. 

(b) Florida Power Corporation is not shown to be subject to any requirement 
of the Rublic Utility Holding Company Act of 1985 or of any rule, regulation, 
or order thereunder, with respect to the proposed sale of facilities and such sale 
is, therefore, not exempted by section 318 of the Federal Power Act from any 
requirement of section 203 thereof. 

(c) Under certain operating conditions Florida Power Corporation transmits 
electric energy transmitted from Georgia and consumed by persons other than a 
transmitter thereof at points in the State of Florida, and sells at wholesale other 
such energy, by means of facilities owned and operated by it, and is a “public 
utility” within the meaning of that term as used in section 203 of the Federal 
Power Act. 

(d) Under certain operating conditions, it is highly probable that Florida 
Power Corporation transmits electric energy which is transmitted from the 
State of Georgia and consumed by persons other than a transmitter thereof at 
points in the State of Florida, and it sells at wholesale other such energy, by 
means of some of the facilities proposed to be sold. 

(e) The facilities proposed to be sold probably include facilities for the trans- 
mission, and facilities for the sale at wholesale, of electric energy in interstate 
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‘commerce and are facilities subject to the jurisdiction of this Commission within 

the meaning of section 203 of the Federal Power Act, but do not constitute the 
whole of the facilities of Florida Power Corporation which are subject to the 
jurisdiction of this Commission. 

(f) On Florida Power Corporation’s appraisal made in 1935 of the replace- 
ment cost new, and on its estimated book valfie, the value of facilities proposed 
to be sold which may be subject to the jurisdiction of this Commission is less than 
$50,000. 

(g) Due written notice of the application has been given to the Railroad Com- 
mission and Governor of the State of Florida. Notice of the application was also 
published in the Federal Register on May 16, 1942. 

Upon consideration of the foregoing application, as amended, and the data 
in support thereof, the Commission finds: 

The facts shown do not establish that the proposed sale includes the whole 
of Florida Power Corporation’s facilities subject to the jurisdiction of this 
Commission or a part thereof having a value in excess of $50,000. 

Wherefore, the Commission orders: 

The aforesaid application, as amended, is dismissed for want of jurisdiction 
to issue an order authorizing the sale of facilities described. 


Order to show cause, vacating order authorizing issuance of license and firing 
date of hearing 


Bellows Falls Hydro-Electrie Corporation, Connecticut River Power Company 
and New England Power Company 


(Project No, 1855) 
May 23, 1942 


Upon consideration of the application for license filed herein by Bellows 
Falls Hydro-Electric Corporation, as amended and supplemented, and of the 
record of the proceeding In the Matter of Bellows Falls Hydro-Electric Corpora- 
tion, et al., docket No. IT-5584; 

It appearing that: - 

(a) Pursuant to the Commission’s order of March 4, 1941, in the proceeding 
In the Matter of Bellows Falls Hydro-Electric Corporation, et al., docket No. 
IT-5584 (2 F. P. C. 380), said corporation applied for a license for a constructed 
hydroelectric project on the Connecticut River near Bellows Falls, Vermont, 
in Windham and Windsor Counties, Vermont, and in Cheshire and Sullivan 
Counties, New Hampshire, whereupon the Commission on May 6, 1942, in the 
present proceeding, designated as In the Matter of Bellows Falls Hydro-Electric 
Corporation, project No. 1855, authorized issuance of a license for that project; 

(b) A two-circuit 110,000-volt transmission line leads from the project switch- 
ing station in or near Bellows Falls, Vermont, to Walpole, New Hampshire, and 
thence to Pratts Junction, Massachusetts, portions of said line being owned by 
Bellows Falls Hydro-Electric Corporation, Connecticut River Power Company, 
a New Hampshire corporation, and New England Power Company, a Massa- 
chusetts corporation ; 

(c) The transmission line referred to in paragraph (6b) above, is a primary 
line transmitting power from the power house and appurtenant works and 
structures of Bellows Falls project to the point of junction with the inter- 
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connected primary transmission system, and as such is a necessary part of the 
complete Bellows Falls project although not included in the project works 
specified in the application for license, as amended ; 

(d) Connecticut River Power Company and New England Power Company 
should be made parties to the present proceeding and afforded an opportunity 
to be heard on why they should not join in the application for license for said 
Bellows Falls project ; 

(e) Evidence in the record in the proceeding In the Matter of Bellows Falls 
Hydro-Electric Corporation, et al., dock:t No. IT-5584, is relevant and material 
to the issues presented in the present proceeding ; 

(f) The order of May 6, 1942, authorizing issuance of a license for project 
No. 1855 should be vacated ; 

The Commission orders that: 

(A) The order of May 6, 1942, be and it is hereby vacated ; 

(B) Bellows Falls Hydro-Electric Corporation, Connecticut River Power 
Company and New England Power Company shall each show cause, if any there 
be, in writing and under oath, to be filed not later than June 1, 1942: 

(i) Why Connecticut River Power Company and New England Power Company 
should not be made parties to the present’ proceeding ; 

(ii) Why the record before the Commission in proceeding docket No. IT-5584, 
In the Matter of Bellows Falls Hydro-Electric Corporation and Connecticut 
River Power Company, should not be made a part of the record in the present 
proceeding ; 

(C) A public hearing be held on the issues raised by the responses to this 
order on June 3, 1942, beginning at 9:45 a. m. in the Commission’s Hearing 
Room, Hurley-Wright Building, 1800 Pennsylvania Avenue NW., Washing- 
ton, D. C. 


Finding of the Commission 
Feldspar Producing Company 
(Docket No. DI-159) 
May 26, 1942 


It appearing to the Commission that: 

(a) On February 24, 1941, Feldspar Producing Company, whose principal 
place of business is Erwin, Tennessee, filed an informal notice of intention to 
construct a dam at the junction of the South Toe River and the North Toe River, 
in Yancey and Mitchell Counties, North Carolina ; 

(b) On November 10, 1941, Feldspar Producing Company filed certain in- 
formation showing that the proposed project would corisist of a dam 24 feet high, 
a storage reservoir of 500 acre-feet capacity, and a 600-horsepower plant having 
un effective head of 20 feet ; 

(c) Declarant represents that the proposed plant will be operated as a river- 
run plant, and all of the electric energy generated will be utilized in the mining 
of mica, feldspar, and other minerals. 

The Commission, having made the investigation required by section 23 (b) of 
the Federal Power Act, finds that: 

The interests of interstate or foreign commerce would not be affected by such 
proposed construction. 
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Order approving disposition of amounts in Account 107, gas plant adjustments 
Southern Natural Gas Company 
(Docket No. G-247) 
May 26, 1942 


It appearing to the Commission that: 

(a) On February 25, 1942, Southern Natural Gas Company (hereinafter re- 
ferred to as “Southern’’), filed its proposed reclassification of accounts and 
original cost studies required by gus plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts Prescribed for Natural Gas Com- 
panies, effective January 1, 1940, and the Commission’s Order No. 73; 

(b) The staff of the Commission has made no field study of Southern’s pro- 
posed reclassification of accounts and original cost studies, but an office review 
thereof by the staff indicated the necessity for certain revisions ; 

(c) Southern was advised of the revisions which the staff of the Commission 
deemed necessary and Southern was requested to make such adjustments; 

(d) On March 4, 1942, Southern submitted corrected pages for its proposed 
reclassification of accounts and original cost studies, reflecting the accounting 
adjustments referred to in paragraph (c) above; 

(e) The following summary reflects the results of Southern’s reclassification 
of its gas plant accounts: 


Title af account Amount 


100. Gas plant: 
100.1 Gas plant in service $30, 700, 521. 31 
100.3 Construction work in progress 52, 378. 12 


~ 


107. Gas plant adjustments 92, 635. 72 


Total gas utility plant 30, 845, 535. 15 


(f) On March 23, 1942, Southern filed with this Commission a petition for 
authority to dispose of the amount of $92,635.72 classified in Account 107, gas 
plant adjustments ; 


(g) Southern proposes to dispose of the items making up the $92,635.72 classi- 
fied in Account 107, gas plant adjustments, as follows: 


! 
| Proposed dispo- 
Description of items Amount | sition 


Adjustment of retirements to original cost and correction of unrecorded $53, 034.20 | Acct. 250, reserve 
retirements. . for depreciation. 
Correction for erroneous charges made to plant account on books of pred- | 40, 434.38 | Acct. 270, capital 

ecessor company. surplus. 
Adjustment due to sale of Mobile line and Pensacola Extension 24, 591.17 | Acct. 270, capital 

surplus. 
Correction for undistributed construction expenditures capitalized on | (23, 936. 84)) hone 270, capital 

predecessor company books but not recorded in plant account of South- surplus. 
ern Natural Gas Company at acquisition. 
412.43 | Acct. 131.1, m&te- 


3 J L terials and sup- 
Correction of miscellaneous accounting errors pertaining to materials and plies. 


supplies and other items recorded on books of predecessor and Southern (2, 642. 16)| Acct. 270, capital 
Natural Gas Company. surplus. 

742.54 | Acct. 502, operat- 
ing expenses. 
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‘The Commission finds that: 

The plans for disposition of the amount classified in Account 107, gas plant 
adjustments, described in paragraph “(g) hereof, are in conformity with correct 
principles of accounting and the provisions of the Cemmission’s Uniform System 
of Accounts Prescribed for Natural Gas Companies, except for Southern’s pro- 
posed disposition of the amount of $742.54, representing the correction of minor 
accounting errors in connection with predecessor and Southern company 
construction ; 

The Commission orders that: 

(A) Southern dispose of the amounts described in paragraph (g) hereof as 
there proposed, with the exception of the amount of $742.54, which is to be 
dispesed of by a charge to Account 271, earned surplus ; 

(B) The proposed journal entries reflecting the disposition of amounts estab- 
lished in Account 107, with the exception of the proposed journal entries dispos- 
ing of the amount of $742.54, be and they are hereby approved; 

(C) Southern submit within 30 days from the date of this order the journal 
entries giving effect to the disposition of the amount of $742.54 as herein directed ; 

(D) In accepting Southern’s proposed reclassification of accounts and original 
cost studies and in approving the proposed disposition of the amounts classified 
in Account 107, the Commission reserves the full right at any time in the future 
to make such examination and analysis of Southern’s proposed reclassification 
of accounts and original cost studies, including an examination of the books 
of account and other documents, as it deems warranted, and to order such 
adjusting entries as may be appropriate. “ 


Order authorizing and approving merger of facilities and dismissing application 
as to certain applicants 


The Eastern Shore Public Service Company of Maryland, The Delmarva Power 
Company, and Eastern Shore Public Service Company 


(Docket No. I'T-5774) 
May 26, 1942 


The Eastern Shore Public Service Company of Maryland (hereinafter referred 
to as the Maryland Company), The Delmarva Power Company (hereinafter 
referred to as the Delmarva Company), and Eastern Shore Public Service Com- 
pany (hereinafter referred to as Delaware Company), corporations having their 
principal business offices in the City of Salisbury, Maryland, on April 6, 1942, 
applied for an order pursuant to section 203 of the Federal Power Act authoriz- 
ing the Maryland Company to acquire all the assets of the Delmarva Company 
by merger of the Delmarva Company into it. That application was made con- 
tingent upon the denial of the request which was also made that the applica- 
tion be dismissed for lack of jurisdiction or that an appropriate ruling be issued 
that it is not necessary for the applicants to obtain such authorization by this 
Commission. 

From the sworn application and the record thereon it appears that: 

(a) Due written notice of the application has been given to the Governor 
and to the Public Service Commission of the State of Maryland. Notice of 
the application was also published in the Federal Register on April 9, 1942, 
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stating that any person desiring to be heard or to make any protest with ref- 
erence to the application should file: a petition or protest on or before April 24, 
1942. No protest or petition or request to be heard in opposition to the grant- 
ing of said application has been received. 

(b) The Maryland Company proposes, by the merger into it of the Delmarva 
Company, to acquire all of the assets of the Delmarva Company (consisting of 
cash, receivables, inventories, a 19,500 kilowatt steam-electric generating station 
located at Vienna, Maryland, and appurtenant transmission facilities), to assume 
all of the current obligations of the Delmarva Company, and to issue $1,750,000 
in aggregate principal amount of its First Mortgage Bonds, 4% Series, due 
1969 and 4,500 shares of Common Stock to be delivered to the Delaware Com- 
pany in exchange for all outstanding securities of the Delmarva Company 
consisting of $1,750,000 in aggregate principal amount of its First Mort- 
gage Bonds, 4% Series, due 1969 and 18,000 shares of Common Stock, all held 
by the Delaware Company. 

(c) Application has been made to the Securities and Exchange Commission 
for requisite authorizations and approval under the Public Utility Holding 
Company Act of 1935 in connection with the proposed merger. 

(d) The Public Service Commission of the State of Maryland has authorized 
the proposed transactions by order of April 29, 1942. 

The Commission having considered the application, the record thereon, and 
annual reports and power system statements filed by the applicants, finds: 

(1) The Maryland Compgny and the Delmarva Company are corporations 
duly organized and existing under the laws of the State of Maryland. 

(2) The Maryland Company and the Delmarva Company each own and oper- 
ate facilities for the sale at wholesale and for the transmission of electric 
energy, which is transmitted from the State of Maryland and consumed at points 
outside such State by persons other than the transmitter thereof, and each of 
said companies is a public utility within the meaning of that term as used 
in section 203 of the Federal Power Act. 

(3) The assets of the Delmarva Company proposed to be acquired by the 
Maryland Company include the whole of its facilities subject to the jurisdiction 
of this Commission. By the proposed merger, the Maryland company will merge 
or consolidate its facilities subject to the jurisdiction of the Commission, or a 
part thereof, with facilities of another person within the meaning of the pro- 
visions of the aforesaid section 203. 

(4) Under section 9 (b) of the Public Utility Holding Company Act of 1935, 
the proposed acquisition of facilities of the Delmarva Company is not subject 
to the requirements of section 9 (a) of said Act. The Maryland Company is 
subject to no other requirements imposed by or pursuant to the said Act with 
respect to its proposed acquisition of facilities and is, therefore, not exempt by 
Section 318 of the Federal Power Act from the requirements of section 203 of the 
latter Act. 

(5) The proposed acquisition by the Maryland Company of the facilities of 
the Delmarva Company and consolidation of the Maryland Company’s facilities 
subject to the jurisdiction of this Commission with facilities of the Delmarva 
Company for the transmission and sale at wholesale of electric energy in inter- 
state commerce will be consistent with the public interest. 

(6) The joinder of the Delmarva Company and the Delaware Company with 
the Maryland Company in the instant application is not required. 

Wherefore, the Commission orders that: 


(A) The application is dismissed as to the Delmarva Company and the Dela- 
ware Company. 
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(B) The proposed merger by the Maryland Company is hereby authorized on 
the terms and conditions set forth in the application and subject to the terms 
of this order. r 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to the rates, service, 
accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or before other regulatory 
bodies and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimates or determination of cost or any valuation of 
property claimed or asserted. 

(D) This authorization shall expire unless acted upon within 60 days arter 
the entry of this order. 

(E) The Maryland Company shall report with reference to the subject matter 
hereof as required by the Rules of Practice and Regulations and shall file pro- 
posed journal entries within 6 months from the date of consummation of the 
proposed merger as required by the provisions of the Commission’s Uniform 
System of Accounts. Nothing in this order contained shall be construed as re- 
lieving the Delmarva Company or the Delaware Company from any require- 
ment applicable to it, prescribed by said system of accounts. 


Order authorizing issuance of license (major) 
Electro Metallurgical Company 
(Project No. 1856) 

May 26, 1942 


Upon application filed May 19, 1941, by Electro Metallurgical Company of 
Glen Ferris, West Virginia, for license for a project on New River (a navigable 
water of the United States) near Hawks Nest and Gauley Bridge, in Fayette 
County, West Virginia; and 

It appearing that: 

(a) Construction of the project was commenced on March 31, 1930, and opera- 
tion began on July 9, 1936; and the project works consist of a concrete gravity 
diversion dam surmounted by steel crest gates, an intake structure, a tunnel 
through solid rock, a surge basin and a steel differential surge tank, a penstock 
system, a manifold, and a powerhouse having an installation of 4 units with 
rated capacity of 35,000 horsepower each with provision for the addition of a 
fifth unit; and a plant service transmission line extending from the power- 
house to the dam; 

(bo) Since the application for license was filed, the applicant has, with the 
knowledge of and without objection from the Commission, increased the height 
of the crest gates on the dam by 5 feet, in accordance with Exhibit L-(1)f (FPC 
No. 1856-9), filed with said application, so that the maximum operating level of 
the reservoir is now elevation 820 feet above mean sea level ; 

(c) The Secretary of War and Chief of Engineers have approved the plans 
for the project structures affecting navigation, subject to certain conditions 
hereinafter provided for; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The applicant is a corporation organized under the laws of the State of 
West Virginia and has submitted satisfactory evidence of compliance with the 
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requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project; 

(2) No conflicting application is before the Commission ; 

(3) Notice that applicant has applied for license for the project has been 
duly published, and no protests or objections to the application haye been filed; 

(4) The New River from its mouth to the mouth of Wilson Creek, Virginia, 
is a navigable water of the United States; 

(5) Under present conditions and existing plans, the project is best adapted 
to a comprehensive plan for improving and developing the New River for the 
use and benefit of interstate commerce, for the improvement and utilization of 
water power development and fer other beneficial public uses, including recrea- 
tional purposes ; 

(6) The energy generated is used by applicant in the operation of its ferro 
alloy works at Alloy, West Virginia ; 

(7) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the cost of administration of Part I 
of the Federal Power Act is reasonable as hereinafter fixed and specified ; 

(8) In accordance with section 10 (d) of the Act, the rate of return upon the 
net investment in the project and the proportion of surplus earnings to be paid 
into and held in amoritization reserves are reasonable as hereinafter specified ; 

(9) The maps, plais, specifications, and statements filed as part of the appli- 
eation substantially conform to the Commission's rules and regulations; and 

It is ordered that: 

(A) A license be issued to applicant for the aforesaid project for a period 
terminating March 31, 1980, subject to the provisions of the Act and the Com- 
mission’s rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
for projects on or affecting navigable waters, and the following special 
conditions : 

(i) The licensee shall operate the project in such manner as to cause no 
appreciable interference with, or adverse effects upon, the interests of naviga- 
tion at any time; and shall expressly agree that, until otherwise ordered by 
the Commission, it will release water from the reservoir continuously, either 
through the powerhouse or over the spillway, at a rate in excess of 500 cubic 
feet per second, unless the Secretary of War shall sooner require a greater 
release ; 

(ii) The licensee shall complete the deepening of the tailrace to increase the 
effective power head, in conformity with the plans shown on Exhibit L-(3)j 
(FPC No. 1856-19) during the low-water seasons of the years 1942 and 1943. 
The excavated material shall be disposed of to the satisfaction of the District 
Engineer, War Department, Huntington, West Virginia, in such manner that 
it will cause no interference with navigation ; 

(iii) The licensee shall install the fifth and last 35,000-horsepower generating 
unit at such time as the Commission may direct so as to supply adequately the 
reasonable market demands for power, thus completing the ultimate installed 
capacity of 175,000 horsepower ; 

(iv) The actual legitimate original cost, estimated where not known, and 
the accrued depreciation of the project as of the date of the license shall be 
determined in accordance with the Act and the Commission’s rules and 
regulations ; 

(C) The license shall provide that, after the first twenty (20) years of opera- 
tion of the project 6 percent per annum is the specified rate of return upon the 
net investment in the project under license for determining surplus earnings, 
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in accordance with the provisions of section 10 (d) of the Act, fer the eStablish- 
ment and maintenance of amortization reserves to be held until the termination 
of the license, or in the discretion of:the Commission, to be applied from time 
to time in reduction of the net investment in the project, and one-half of all 
surplus earnings in excess of 6 percent per annum received in any calendar 
year shall be paid into and held in such amortization reserves ; 

(D) Subject to the provisions of section 10 (e) of the Act, the licensee shall 
pay to the United States the following annual charges for the purpose of reim- 
bursing the United States for the cost of administration of Part I of the Act: 

(i) The amount of $260 for the period July 1 to December 31, 1934; and the 
amount of $520 for each of the calendar years 1935 and 1986; and 

(ii) Effective from January 1, 1987, one (1) cent per horsepower on the 
authorized ultimate installed capacity of 175,000 horsepower, plus two and one- 
half (2%) cents per 1,000 kilowatt-hours of gross energy generated during each 
fiscal year ending June 30; the 1987 energy charge to be determined on the basis 
of gross kilowatt-hour generation during the fiscal year (12-month period) ended 
June 30, 1987; 

(iii) Payment of the charges for the period July 1, 1934, through December 
31, 1941, amounting to the sum of $63,011.57, shall be made within 30 days from 
the date of issuance of license herein authorized ; 

(E) The maps, plans, specifications, and statements referred to in paragraphs 
(bv), (9), and (B) (ii) above, and designated as Exhibits F, J (F PC No. 1856-1), 
K (FPC Nos. 1856-2 and 3), L (FPC Nos. 1856-4 to 23, inclusive), L-(1)f (FPC 
No. 1856-9), L—(3)j (FPC No. 1856-19), and M be and they are hereby approved 
as part of the license for the project. 


Order instituting investigation 


Mississippi Power & Light Company, Electric Bond & Share Company, Blectric 
Power & Light Corporation, and Ebasco Services, Incorporated 


(Docket No. IT-5785) 
May 27, 1942 


It appearing to the Commission that: 

(a) Mississippi Power & Light Company, hereinafter sometimes referred to as 
Mississippi, owns and operates facilities for the transmission and sale of 
electric energy at wholesale in interstate commerce and is a “public utility” as 
that term is defined in the Federal Power Act; 

(b) Mississippi is controlled by and is a subsidiary of Electric Power & Light 
Corporation, which is in turn controlled by and is a subsidiary of Electric Bond 
& Share Company ; 

(c) Ebasco Services, Incorporated, the Electric Bond & Share System service 
company, rendering various services to the operating subsidiaries of that system, 
is controlled by and is a subsidiary of Electric Bond & Share Company ; 

(d) Ebasco Services, Incorporated, renders services to Mississippi and assisted 
Mississippi in the preparation of its purported reclassification of accounts and 
original cost studies filed with this Commission ; 

(e) Pursuant to the requirements of electric plant accounts instruction 2—-D 
of the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees, effective January 1, 1937, and the Commission’s order of May 
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11, 1937, Mississippi filed its purported reclassfication of accounts and original 
cost studies with this Commission on September 9, 1940; 

(f) The purported reclassification of accounts and original cost studies filed 
by Mississippi purport to state the original cost of properties acquired by Missis- 
sippi and its predecessors ; 

(g) The staff of the Commission has undertaken a field examination of Mis- 
sissippi’s purported reclassification of accounts and original cost studies; 

(h) In the course of the field examination, Mississippi has been requested to 
make available to the staff of the Commission all minute books, general and 
subsidiary books of account, including ledgers, journals and vouchers, and all 
other records, audits, reports, memoranda, data and information of whatsoever 
nature pertaining to the original cost of the properties acquired by Mississippi 
and its predecessors, including without limitation a certain audit report and 
working papers underlying the same, relating to certain predecessors of Mis- 
sissippi, made by Arthur Young and Company about the year 1923; 

(4) Mississippi has failed or refused, without any satisfactory explanation 
therefor, to make available for inspection by the staff of this Commission the 
books and records referred to in paragraph (h) hereof; 

(j) General instruction 2-C of the Commission’s Uniform System of Accounts 
prescribed for public utilities and licensees, effective January 1, 1937, forbids the 
destruction of any books or records which support entries to the accounts of a 
public utility unless the destruction thereof is permitted by rules and regulations 
of the Commission ; 

(k) By Order No. 54, adopted August 30, 1938, the Commission prescribed 
regulations governing the preservation of records of public utilities and licensees 
such as those referred to in paragraph (h) hereof, including records coming 
into the possession of the accounting utility in connection with the acquisition 
of property, such as by purchase, consolidation, merger, ete. ; 

(1) In the field examinations made by the staff of the Federal Power Commis- 
sion of the purported reclassification of accounts and original cost studies filed 
with this Commission by operating subsidiaries of Electric Bond & Share Com- 
pany, such subsidiaries have pursued a regular course of conduct of failing to 
produce books and records of their predecessors, and such failures have been 
totally without satisfactory explanation therefor ; 

The Commission finds that: 

(1) There are reasonable grounds to believe that the books and records re- 
ferred to in paragraph (h) hereof have been withheld or destroyed in violation 
of the Federal Power Act and the Commission’s rules and regulations 
promulgated thereunder ; 

(2) There are reasonable grounds to believe that Mississippi has violated the 
provisions of sections 301, 304, and 309 of the Federal Power Act, and other per- 
tinent provisions of the Act, general instruction 2-C of the Commission’s Uniform 
System of Accounts prescribed for public utilities and licensees and Order No. 
54, relating to the preservation of records of public utilities and licensees; 

(3) The books and records referred to in paragraph (h) hereof, in whosesoever 
possession they may be, are material and relevant to the examination by the 
Commission’s staff of Mississippi’s reclassification of accounts and original cost 
studies, to the ascertainment and determination by the Commission of the orig- 
inal cost of Mississippi’s properties and of the appropriateness of Mississippi’s 
reclassification of its accounts and to the purposes of the ins estigation herein 
ordered ; 
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(4) It is necessary, desirable and appropriate in the public interest to deter- 
mine the whereabouts, possession, custody, control or disposition of the books 
and reeords referred to in paragraph (h) hereof, the reason for Mississippi's 
failure or refusal to make them available to the Commission’s staff, and to pro- 
cure their production for examination by the staff of the Commission ; 

(5) All books, records, memoranda, correspondence, and data of whatsoever 
nature relating to the whereabouts, possession, custody, control or disposition 
of the books and records referred to in paragraph (h) hereof, in whoseso- 
ever possession they may be, are relevant and material to the purposes of the 
investigation herein ordered ; 

The Commission orders that: 

(A) Pursuant to section 307 (a) of the Federal Power Act, an investigation 
be and it is hereby instituted for the purpose of aiding (1) in the enforcement 
of the provisions of the Federal Power Act; (2) in prescribing rules and regula- 
tions pursuant to the provisions of sections 301 (a), (b), and (c), 304 (a) and 
(b), and 309 of the Federal Power Act, and other pertinent provisions of the 
Act; (3) in the enforcement of the provisions, including general instruction 
2-C of the Commission’s Uniform System of Accounts prescribed for public 
utilities and licensees and Order No. 54; (4) the Commission’s staff in the exam- 
ination of Mississippi’s purported reclassification of accounts and original cost 
studies, and (5) in the securing of information to serve as a basis for recom- 
mending further legislation concerning matters to which the Federal Power Act 
relates, as may appear to the Commission to be necessary and appropriate; 
for the purpose of determining the whereabouts, possession, control, custody, or 
disposition of the books and records referred to in paragraph (hk) hereof and 
the reason for Mississippi’s failure or refusal to make them available; and 
for the purpose of determining whether there have been violations of sections 
301 (a) and (b), and 304 (a) and (b) of the Federal Power Act, and other 
pertinent provisions éf the Act, or of the Commission’s Uniform System of Ac- 
counts, Order No. 54, the order of May 11, 1987, and other pertinent rules, 
regulations or orders under the Federal Power Act; 

(B) Pursuant to section 307 (b) of the Federal Power Act, for the purposes 
of the investigation hereby instituted, George Slaff, Reuben Goldberg, Leonard 
Eesley, and John J. O'Neil, together with such other officer or officers as the 
Commission may hereafter appoint or substitute, and each of them be and 
they hereby are designated officers of this Commission, and are hereby empow- 
«red to administer oaths and affirmations, subpoena witnesses, compel their 
attendance, take evidence, require the production of any books, papers, cor- 
respondence, memoranda or other records herein found relevant and material 
to the investigation, and to perform all other duties in connection therewith 
authorized by law; 

(C) The investigation hereby instituted begin and continue at such times 
and places as such officers, referred to in paragraph (B) hereof, or any of 
them, or the Commission, shall designate ; 

(D) Mississippi Power & Light Company, Electric Bond & Share Company, 
Blectric Power & Light Corporation and Ebasco Services, Inc., grant free access 
to the members of the staff of this Commission to their property and their 
accounts, records, reports, memoranda, data and information of whatsoever 
nature for the purposes of this investigation as herein set forth, when requested 
wo to do. 
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Order authorizing amendment of licenses for project 233 
Pacific Gas and Electric Company 
(Project Nos. 233, 1873) 
June 2, 1942 


Upon application filed February 2, 1942, as later supplemented, by Pacific 
Gas and Electric Company of San Francisco, California, for license under 
the Federal Power Act for a proposed project (sometimes hereinafter referred 
to as Pit 5 unit) on Pit River, in Shasta County, California ; which application 
was filed as a result of the Commission’s determination in the proceeding under 
the docket No. DI—163 ; and 

It appearing that: 

(a) The aforesaid application was inadvertently docketed in the Commission 
as an application for license for proposed project No. 1873, whereas the appli- 
cation was filed as an application to amend project No. 233 to include the 
proposed Pit 5 unit, and accordingly, it is being considered as such; 

(6) The proposed Pit 5 unit will consist of a concrete gravity diversion 
dam across Pit River, an intake structure near said dam, a water conduit 
extending about 6.2 miles from the intake to a concrete and structural steel 
powerhouse located on the bank of the river.and containing four generating 
units having an aggregate capacity of 200,000 horsepower, a step-up substa- 
tion and switchyard, a 230-kilowatt transmission line of two single circuits 
extending from the switchyard about 3.4 miles to a point of junction with the 
proposed transmission line from Pit No. 4 unit of project No. 233, operator's 
village, access road, and appurtenant facilities ; 

(c) The Assistant Secretary of the Interior has reported on the application 
for license ; 

(d@) The Division of Fish and Game, Department of Natural Resources, State 
of California, has reported on the application for license ; 

(e) The Pit 5 unit plans have been approved by the Chief of Bngineers and 
the Secretary of War, and no special conditions or provisions have been re- 
quested for inclusion in any license isSued ; 

(f) The proposed Pit 5 unit will affect the interests of interstate commerce 
on Pit River and will occupy lands of the United States within the Shasta and 
Lassen National Forests ; 

(g) The proposed Pit 5 unit, together with applicant’s Pit 3 and Pit 4 units, 
is actually an essential part of a comprehensive plan of the development of 
the Pit River, which plan will include proposed Pit 6 unit if and when constructed ; 

The Commission, having considered the application and the record thereon, 
including the record in docket No. DI-163 which is incorporated herein by 
reference, finds that: 

(1) No conflicting application is before the Commission ; 

(2) Public notice has been given as required by the Act; 

(3) The entire development, consisting of Pit 3, Pit 4, Pit 5, and proposed Pit 
6 unit, is best adapted to a comprehensive plan for improving and developing 
Pit River for the use and benefit of interstate commerce, for the improvement 
and utilization of water power development and for other beneficial public 
uses, including recreational purposes ; 

(4) The installed horsepower capacity of Pit 5 unit hereinafter authorized 
is 200,000 horsepower in four identical generating units and the energy to be 
generated thereby will be used in the applicant’s general utility system; 
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(5) Im aceordance with sectica 10 (d) of the Act, the rate of return upon 
the net investment in the entire project (Pits 3, 4, and 5 units) and the pro- 
portion of surplus earnings to be paid inte and held in amortization reserves are 
reasonable as hereinafter specified ; 

(6) The amount of annual charges now provided in the licenses for project 
No. 283 for the purpese’ of reimbursing the United States for the costs of 
administration of Part I of the Federal Power Act is too high for the Pit 
3 unit and is too low for the Pit 4 unit; the amount of annual charges for 
recompensing the United States for the use, occupancy, and enjoyment of its 
lands is too low for the Pit 3 unit, and said amounts are therefore unreasonable 
and should be adjusted to conform to the schedule of charges specified in the 
rules and regulations of the Commission, and such adjusted annual charges 
and the annual charges for the use, occupancy, and enjoyment of the lands 
of the United States occupied by the Pit 4 unit are reasonable as hereinafter 
fixed and specified ; 

(7) The amount of annual charges to be paid under the license as amended 
for reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act for the Pit 5 unit of project No. 233 is reasonable as 
hereinafter fixed and specified ; 

(8) The maps, plans, and specifications filed as part of the application as 
supplemented, and designated as Exhibits J (FPC No. P5-233-42), K in three 
sheets (FPC Nos. P5-233-44-45—46), L (FPC Nos. P5-233—47 to 52, inclusive), 
and M conform to the Commission’s rules and regulations; and 

It is ordered that: 

(A) The licenses for project No. 233 be amended to include the proposed 
Pit 5 unit and brought into conformity with the standard form licenses issued 
by the Commission for similar projects ; 1 

(B) The licenses as amended shall contain the following special conditions 
which shall supersede in whole or in part any provisions heretofore contained 
in the licenses for Pits 3 and 4 units of project No. 233 not in accord with such 
special conditions : 

(i) The licensee, having begun construction of the Pit 5 works, shall in good 
faith and with due diligence prosecute and complete the project works on or 
beforé August 1, 1948 ; 

(ii) The operation by the licensee of the project works of this preject insofar 
as such operation involves the use, storage, and discharge from storage of waters 
of the Pit River shall at all times be controlled by such rules and regulations as 
the Secretary of War may prescribe in the interests of navigation and as the 
Commission may prescribe for the protection of life, health, and property and 
in the interests of the fullest practicable conservation and utilization of such 
waters for power purposes and for other beneficial public uses, including recrea- 
tional purposes ; 

(iii) No transmission line covered by this license as amended shall be util'zed 
for the transmission of electric energy developed at the Hetch Hetchy p oject 
and disposed of in violation of section 6 of the Raker Act or any injunction 
in full force and effect restraining such disposition, and the licensee shall so 
operate said line as to prevent its utilization for the transmission of such electric 
energy ; 

(iv) After the first 20 years of operation of the project, 6 percent per annum 
shall be the specified rate of return on the net investment in the project for 
determining surplus earnings in accordance with the provisions of section 10 (d) 
of the Act for the establishment and maintenance of amortization reserves 
to be held until the termination of the license, or in the discretion of the Com- 
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mission, to be applied from time to time in reduction ofthe net investment in 
the project, and one-half of all surplus earnings in excess of 6 percent per 
annum received in any calendar year shall be paid into and held in such amor- 
tization reserves ; 

(v) For the preservation of fish life, the licensee shall discharge from the 
diversion dam of Pit 5 unit to the channel of the Pit River water in sufficient 
quantity to maintain a minimum flow of not less than 50 c. f..s. in the Pit River 
as measured by the stream-gaging station at the village ef Big Bend, situated 
about one-half mile downstream from Nelson Creek; and the license shall 
reserve to the Commission the right to adjust said rate of flow if the Commission 
shall find, after notice to interested parties and opportunity to be heard, that 
the rate of flow is more than necessary or insufficient for such purpose ; 

(C) Subject to the provisions of section 10 (e) of the Act, the amount of 
annual charges to be paid under the licenses as amended be and it is hereby 
adjusted and fixed as follows: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, the licensee shall pay an annual charge computed 
at the rate of one cent per horsepower on the horsepower capacity authorized 
to be installed (99,000 horsepower for Pit 3 unit, 120,000 horsepower for Pit 4 
unit, and 200,000 horsepower for Pit 5 unit), plus two and one-half cents per 
thousand kilowatt-hours of gross energy generated by the entire development 
(Pits 3, 4 and 5) during the fiscal year ended June 30 of the calendar year to 
which the annual charge applies ; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands occupied by the Pit 3 unit, including the transmis- 
sion line right-of-way, $384.64, and for the Pit 4 unit, $444.60; 

(D) The maps, plans, and specifications referred to in finding (8) above as 
conforming to the Commission’s rules and regulations be and they are hereby 
approved as part of the license as amended. 


Order approving disposition of amounts in Account 100.5, electric plant acquisi- 
tion adjustments, amounts in Account 107, electric plant adjustments, and 
amounts in Account 108, gas plant adjustments and amounts in Account 108, 
water plant adjustments 


Duke Power Company 
June 2, 1942 


It appearing to the Commission that: 

(a) On June 5, 1939, Duke Power Company, hereinafter referred to as “com- 
pany” submitted proposed reclassification and original cost studies required by 
electric plant accounts instruction 2—D of the Commission’s Uniform System of 
Accounts prescribed for public utilities and licensees, and the Commission’s order 
of May 11, 1937, in respect thereto; 

(b) The Commission’s staff made a field examination of the company’s studies 
and on December 31, 1940, submitted to the Commission a report entitled “Duke 
Power Company, Charlotte, N. C., Report on the Reclassification and Original 
Cost Studies of Electric Plant as at January 1, 1937”; 

(c) Thestaff report was transmitted to the company on December 31, 1940, with 
the requests that the company make the adjustments proposed therein, submit 
a copy of the adjusting journal entries and submit also plans for the disposition 
of the amounts shown by the report as classified in Account 100.5, electric plant 
acquisition adjustments, and in Account 107, electric Mant adjustments ; 
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(d) On April 22, 1941, the company submitted a plan for the disposition of 
certain amounts included in its accounts as of December 31, 1940, which plan was 
amended by the company’s letter dated May 12, 1941, the resulting amounts pro- 
posed to be disposed of being as follows: 


Account No. Amounts 
100. 5 electric plant acquisition adjustments $9, 427, 766. 82 
107 electric plant adjustments 
108 gas plant adjustments 767, 064. 19 
108 water plant adjustments 108, 601. 62 


(e) The company, in its original cost study, classified in Account 100.5, electric 
plant acquisition adjustments, $10,951,145.32, which amount was adjusted by the 
Commission’s staff in the report described in paragraph (b) hereof to $9,497,- 
920.50, and further adjusted by the staff, after study of additional information, 
to $9,417,011.22, as at December 31, 1936; 

(f) Acquisitions during the period January 1, 1987, through December 31, 1940, 
have increased the amount shown in paragraph (e) hereof to $9,427,766.81 ; 

(g) The company, in its original cost study, classified in Account 107, electric 
plant adjustments, $31,704,647.23, which amount was increased to $34,899,082.87 
by the Commission's staff in the report described in paragraph (b) hereof, and 
further adjusted by the staff, after study of additional data, to $34,938,378.26 as 
at December 31, 1986 ; 

(h) Adjustments made subsequent to December 31, 1936, and prior to December 
31, 1940, decreased the amount shown in paragraph (g) to $34,800,467.40; 

(i) The company proposes to dispose of the amounts $34,800,467.40 classified 
in Account 107, electric plant adjustments, $767,064.19 in Account 108, gas plant 
adjustments, and $103,601.62 in Account 108, water plant adjustments, by charg- 
ing $25,251,224.42 to Account 270, capital surplus,’ and by charging the balance, 
$10,419,908.79, to Account 271, earned surplus’; 

(j) The company proposes to dispose of the amount of $9,427,766.81, classified 
in Account 100.5, electric plant acquisition adjustments, by (i) transfer of 
$2,355,342.00 from the depreciation reserve to Account 252, reserve for amortiza- 
tion of electric plant acquisition adjustments, which amount has been accrued 
as depreciation on the amount classified in Account 100.5, and (ii) amortization 
of the balance of $7,072,424.81 through annual charges to Account 505, amortiza- 
tion of electric plant acquisition adjustments, over a 12-year period commencing 
with the year 1941; 

(k) Electric plant accounts 100.5 and 107 provide that the amounts included 
in these accounts shall be disposed of as the Commission may approve or direct; 


1 Capital surplus is to be created through an exchange of the company’s total outstanding 
common stock of $100 par value per share for a like number of shares without par value to 
be recorded at stated value of $75 per share. 

*Barned surplus as of December 31, 1940, amounted to $13,011,448.38, which is to be 
increased by transfer thereto of $5,978,523.85 from the depreciation reserve, $2,500,000 
from the injuries and damages reserve, and $194,226.13 from the contingency reserve. 

The Public Utilities Commission of North Carolina and the Public Service Commission 
of South Carolina have both advised the Federal Power Commission that they have not 
allowed the booked depreciation expenses of the company in rate making proceedings. The 
South Carolina Commission states that the company’s depreciation reserve is excessive by 
not less than the amount proposed to be transferred to surplus. The South Carolina Com- 
mission has approved the company’s proposed accounting adjustments and the North 
Carolina Commission has advised that the proposed action of the company is in the right 
direction and its ultimate result will be for the best interest of the public. 
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The Commission finds that: 7 

(1) The company’s proposed plans for disposition of the amounts classified in 
Aceount 107, electric plant adjustments, in Account 108, gas plant adjustments, 
and in Account 108, water plant adjustments, are in conformity with correct 
accounting principles and the Commission’s Uniform System of Accounts pre 
seribed for public utilities and licensees ; 

(2) The company’s proposed plan for disposition of amounts established in 
Account 100.5 is not in conformity with sound principles of classification of such 
amortization charges, pursuant to the F. P. C. Uniform System of Accounts, in 
so far as the company’s proposed plan does not provide for amortization of such 
amounts by charges to Account 537, miscellaneous amortization ; * 

(3) The company should dispose of the amount of $9,427,766.81 included in 
Account 100.5, electric plant acquisition adjustments, less the balance in the 
amount of $2,355,342.00 to be transferred from the depreciation reserve to 
Account 252, reserve for amortization of electric plant acquisition adjustments, 
as described in paragraph (j) hereof, through annual charges to Account 537, 
miscellaneous amortization, over a period not to exceed twelve years commencing 
with the year 1942; 

The Commission orders that: 

(A) Duke Power Company dispose of the amounts classified in Account 107 
electric plant adjustments, in Account 108, gas plant adjustments, and in Ac 
count 108, water plant adjustments, as described in paragraph (i) hereof; 

(B) Duke Power Company dispose of the amount of $9,427,766.81 classified in 
Account 100.5, electric plant acquisition adjustments, less the amount of $2,355,- 
342.00 to be transferred from depreciation reserve to Account 252, reserve for 
amortization of electric plant acquisition adjustments, namely, a balance of 
$7,072,424.81, by annual charges to Account 537, miscellaneous amortization, over 
a period not to exceed twelve vears commencing with the year 1942. 


Order disallowing proposed increased rates 
New York State Natural Gas Corporation and Keuka Construction Corporation 
(Docket Nos. G-223, G-224, G-225) 
June 9, 1942 


It appearing to the Commission that: 

(a) By orders of December 30, 1941, and January 8, 1942, the Commission 
suspended until June 1, 1942, or such time thereafter as made effective in the 
manner provided by section 4 (e) of the Natural Gas Act, supplement No. 5 to 
New York State Natural Gas Corporation rate schedule FPC No, 3, proposing to 
increase as of January 1, 1942, the rates and charges contained in New York 
State Natural Gas Corporation rate schedule FPC No. 3 and supplements Nos. 1, 
2, 3, and 4, and supplement No. 1 to supplement No. 2 to said rate schedule FPC 
No. 3, for the sale of natural gas by New York State Natural Gas Corporation 
to New York State Electric and Gas Corporation, except insofar as the proposed 
increased rates and charges might be for the sale of natural gas for resale for 
industrial use only ; 





* See opinion In the Matter of St. Croiw Faille Minnesota Improvement Company and St. 
Croia# Falls Wisconsin Improvement Company, decided February 17, 1942, supra, pp. 
138, 25. 


ition 
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(b) By order of December 30, 1941, the Commission suspended until June 1, 
1942, or such time thereafter as made effective in the manner provided by 
section 4 (e) of the Natural Gas ~-Act, supplement No. 2 to New York State 
Natural Gas Corporation rate schedule FPC No. 4, proposing to increase as of 
January 1, 1942, the rates and charges contained in New York State Natural 
Gas Corporation rate schedule FPC No. 4 and supplement No. 1 thereto, for 
the sale of natural gas by New York State Natural Gas Corporation to Keuka 
Construction Corporation, except insofar as the proposed increased rates and 
charges might be for the sale of natural gas for resale for industrial use only; 

(c) By order of December 30, 1941, the Commission suspended until June 1, 
1942, or such time thereafter as made effective in the manner provided by 
section 4 (e) of the Natural Gas Act, supplement No. 9 to Keuka Construction 
Corporation rate schedule FPC No. 2 and supplement No. 1 to said supplement 
No. 9, proposing to increase as of January 1, 1942, the rates and charges con- 
tained in Keuka Construction Corporation rate schedule FPC No. 2 and supple- 
ments Nos. 1, 2, 3, 4, 5, 6, and 8, thereto, for the sale of natural gas by Keuka 
Construction Corporation to New York State Electric and Gas Corporation, 
except insofar as the proposed increased rates and charges might be for the sale 
of natural gas for resale for industrial use only ; 

(d) The Commission consolidated the proceedings in docket Nos. G—224 and 
G-—225 for hearing and other purposes by its order of February 10, 1942; 

(e) Pursuant to the aforesaid orders, a public hearing was held on March 16 
and 18, 1942, and April 27, 1942, at which hearing New York State Natural Gas 
Corporation and Keuka Construction Corporation appeared and produced such 
evidence as they deemed pertinent to the issues in these proceedings ; 

The Commission, having considered the record herein, finds that: 

(1) New York State Natural Gas Corporation is engaged in the production, 
purchase, transportation and sale for resale of natural gas in the states of Penn- 
sylvania and New York; 

(2) The natural gas produced and purchased by New York State Natural Gas 
Corporation is commingled and transported in a continuous and uninterrupted 
stream either through or from the State of Pennsylvania into New York State 
in pipe lines leased, owned and operated by New York State Natural Gas Corpo- 
ration; 

(3) New York State Natural Gas Corporation sells a part of the natural gas so 
produced, purchased and transported to New York State Electric and Gas Cor- 
poration and Keuka Construction Corporation, delivery being made at or near 
Ithaca, Cortland and Auburn, New York; for resale for ultimate public con- 
sumption for domestic, commercial, industrial, or other use; 

(4) In the years 1940 and 1941, New York State Natural Gas Corporation 
purchased, respectively, in excess of 50% and 90% of its natural gas requirements 
from The Peoples Natural Gas Company, in Pennsylvania, pursuant to an agree- 
ment dated October 1, 1940, executed by J. French Robinson as president of both 
companies, and supplemented by agreements dated December 10, 1940, and October 
31, 1941, executed by E. M. Borger as president of both companies ; 

(5) Keuka_ Construction Corporation purchases its entire requirements of 
natural gas from New York State Natural Gas Corporation and transports the 
natural gas so purchased through its facilities located at or near Auburn, New 
York; 

(6) The natural gas so purchased and transported by Keuka is a part of the 
natural gas transported either through or from the State of Pennsylvania by 
New York State Natural Gas Corporation as described in findings (1) and (2) 
above; 
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(7) The natural gas so purchased and transported by Keuka Construction 
Corporation is sold to New York State Electric and Gas Corporation, delivery 
being made at or near Auburn, New York, for resale for ultimate public con- 
sumption for domestic, commercial, industrial, or other use ; 

(8) Standard Oil Company (New Jersey) has held complete ownership in The 
Peoples Natural Gas Company since about 1908 and has owned a majority of the 
stock and notes of Lycoming United Gas Corporation since Lycoming’s inception 
in 1931, which latter company has owned all outstanding securities of New York 
State Natural Gas Corporation and Keuka Construction Corporation since 1981; 

(9) There is an identity of officers and directors of New York State Natural 
Gas Corporation, Keuka Construction Corporation, The Peoples Natural Gas Com- 
pany and Lycoming United Gas Corporation as follows: 


New York State 











| Lycoming United The Peoples r. ~ Keuka Construc- 
Gas Corporation Natural Gas Co. Gone tion Corporation 
| 
| | 
President ‘ E. M. Borger E. M. Borger E. M. Borger...| E. M. Borger. 
Vice president -_.- -.- F. H. Lerch, Je__.| 8. C. Preston - - F. H. Lerch, Jr .| F. H. Lerch, Jr. 
Secretary ea E. E. Duvall ..| J. B. Sayers E. E. Duvall....| E. E. Duvall. 
‘Treasurer ie ......--| J. Comerford | 8. J. Ratcliffe _- 8. J. Rateliffe...| 8. J. Ratcliffe. 
Assistant secretary. -........|..-- ...----.-----| G. J. Herrington..| J. B. Sayers_....| J. B. Sayers. 
E. M. Borger --... E. M. Borger E. M. Borger...| E. M. Borger. 
E. E. Duvall_.....| 8. C. Preston. ....| 8. C. Preston...| 8. C. Preston. 
TNE, .35<acegussuneaiie 8. J. Ratcliffe.....| 8. J. Ratcliffe..._.| 8. J. Ratcliffe...| 8. J. Ratcliffe. 
F. H. Lerch, Jr__.| J. J. Jacob - -- | F. H. Lerch, Jr .| F. H. Lerch, Jr. 
J. C. Trees. 


J.C. Trees ...-| Christy Payne, Jr.| J. C. Trees 
| 


(10) E. M. Borger became president of each of the above-mentioned com- 
panies on or about November 15, 1940; his immediate predecessor in each such 
office was J. French Robinson, who was president of such companies from 
“about 1936” to November 15, 1940; during J. French Robinson's tenure in office, 
the officers and directors of these companies were as listed above, except that 
J. French Robinson was a director thereof and EB. M. Borger was not; 

(11) Neither the New York State Natural Gas Corporation nor Keuka Con- 
struction Corporation has adduced evidence to show the amount of investment 
of The Peoples Natural Gas Company in property used, useful or necessary in 
connection with the sale of gas by the latter to New York State Natural Gas 
Corporation, nor any evidence relating to the operating costs of Peoples, nor 
evidence as to the rate of return which would constitute a reasonable rate of 
return to Peoples on the property used and useful in said operation ; 

(12) Under section 4 (e) of the Natural Gas Act and our decision In the 
Matter of Home Gas Company (2 F. P. C. 402), proponents of increased rates 
have the burden of establishing the justness and reasonableness of the cost of 
gas purchased from affiliates; 

Wherefore, the Commission further finds that: 

(183) New York State Natural Gas Corporation is engaged in the transporta- 
tion of natural gas in interstate commerce, and the sale in interstate commerce 
of natural gas for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or other use; 

(14) New York State Natural Gas Corporation is a natural-gas company 
within the meaning of the Natural Gas Act; 

(15) Keuka Construction Corporation is engaged in the transportation of 
natural gas in interstate commerce, and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption for domestic, commercial, 
industrial, or other use; 

(16) Keuka Construction Corporation is a natural-gas company within the 
meaning of the Natural Gas Act; 
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(17) The Peoples Natural Gas Company, New York State Natural Gas Corpo- 
ration and Keuka Construction Corporation are all affiliated through common 
control by Standard Oil Company (New Jersey) and the aforesaid identity of 
officers and directors ; 

(18) Although operating as separate corporate entities, Keuka Construction 
Corporation and New York State Natural Gas Corporation are in substance 
one corporation ; 

(19) The rates and charges contained in supplement No. 5 to New York 
State Natural Gas Corporation rate schedule FPC No. 3, supplement No. 2 to 
New York State Natural Gas Corporation rate schedule FPC No. 4, supplement 
No. 9 to Keuka Construction Corporation rate schedule FPC No. 2 and supple- 
ment No. 1 to said supplement No. 9, all of which supplemental rate schedules 
were proposed to be made effective as of January 1, 1942, constitute proposed 
changes of rates and charges and are new schedules within the meaning of 
sections 4 (d) and 4 (e) of the Natural Gas Act; 

(20) New York State Natural Gas Corporation and Keuka Construction 
Corporation have failed to sustain the burden of proof imposed upon them by 
section 4 (e) of the Natural Gas Act to show that the proposed increased rates 
and charges are just and reasonable ; 

The Commission orders that: 

(A) The proposed increased rates and charges for the sale of natural gas 
by New York State Natural Gas Corporation to New York State Electric and 
Gas Corporation and Keuka Construction Corporation and for the sale of natural 
gas by Keuka Construction Corporation to New York State Blectriec and Gas 
Corporation, respectively, for resale for ultimate public consumption,’ as con- 
tained in the respective supplemental schedules designated supplement No. 5 to 
New York State Natural Gas Corporation rate schedule FPC No. 3, supplement 
No. 2 to New York State Natural Gas Corporation rate schedule FPC No. 4, sup- 
plement No. 9 to Keuka Construction Corporation rate schedule FPC No. 2 and 
supplement No. 1 to said supplement No. 9, shall not be or become effective ; 

(B) The rates and charges contained in New York State Natural Gas Corpo- 
ration rate schedule FPC No. 3 and supplements Nos. 1, 2, 3 and 4 and supple- 
ment No. 1 to supplement No. 2 to said rate schedule FPC No. 3, New York 
State Natural Gas Corporation rate schedule FPC No. 4 and supplement No, 1 
thereto, and Keuka Construction Corporation rate schedule FPC No. 2 and 
supplements Nos. 1, 2, 3, 4, 5, 6 and 8, thereto, which rate schedules as supple- 
mented were in effect December 31, 1941, for natural gas sold, respectively, by 
New York State Natural Gas Corporation to New York State Blectric and Gas 
Corporation and Keuka Construction Corporation and for natural gas sold by 
Keuka Construction Corporation to New York State Electric and Gas Corpora- 
tion for resale for ultimate public consumption shall be and remain in force and 
effect until further order of the Commission. 


Order to show cause, stay of former order in part, and granting application for 
rehearing in part 


Pennsylvania Power & Light Company 
(Project No. 487) 


June 10, 1942 


Upon consideration of application of Pennsylvania Power & Light Company 
dated May 11, 1942, for rehearing with respect to certain dispositions made in 
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the Commission’s opinion and order of April 14, 1942, in this matter, supra, 
p. 89, determining the actual legitimate original cost of project No. 487 and 
prescribing the accounting therefor, and the entire record in this proceeding; 

The Commission finds that: 

(a) Except as to (i) suspension No. 1; (ii) an amount of $5,050.24 included 
in suspension No. 3 (L), referred to on page 8 of said application for rehearing, 
and (iii) the matters embraced in paragraphs (e), (f), and (g) contained on 
pages 14 and 15 of said application, no new facts have been presented or 
alleged in said application which would justify a reversal or revision in the 
dispositions made in said opinion and said order of April 14, 1942, supra; 

(6) The objections raised by Pennsylvania Power & Light Company in 
paragraphs (a), (b), (c), and (d), contained on pages 12 and 13 of said applica- 
tion, are substantially the same as those previously considered and rejected 
by the Commission in its order determining the cost of Northern States Power 
Company’s, project No. 108 and Alabama Power Company’s project No. 82, which 
orders have been affirmed upon review (Northern States Power Co. vy. Federal 
Power Commission, 118 F. (2d) 141; Alabama Power Company vy. Federal Power 
Commission, 128 F. (2d) 280) ; 

The Commission orders that: 

(A) Paragraphs (A), (H), (J), and (K) of the Commission’s order of April 
14, 1942, be and they hereby are stayed until further order of the Commission; 

(B) Pennsylvania Power & Light Company, on or before July 1, 1942, (1) 
show cause in writing, under oath, why the accounting instructions and require- 
ments contained in paragraph (H) of said order of April 14, 1942, in so far as 
they relate to the amounts of $11,389.32, $12,391.50, and $34,628.76, referred to 
in paragraphs (e) and (f) contained on page 14 of said application for rehear- 
ing, should not be made effective and ‘enforced; and (2) submit to the Commis- 
sion such accounting treatment as it may propose for the disposition of said 
disallowed items of claimed cost; 

(C) A rehearing on (a) suspension No. 1, in so far as requested; (b) the 
amount of $5,050.24 included in suspension No. 3 (L); and (c) the matters 
embraced in paragraphs (e), (f), and (g) contained on pages 14 and 15 of said 
application for rehearing, be and the same is hereby granted, such rehearing 
to begin at 10 a. m. on the 13th day of July 1942 in the Hearing Room of the 
Commission, Hurley-Wright Building, 1800 Pennsylvania Avenue NW., Wash- 
ington, D. C.; 

(D) The application for rehearing as to all matters other than those on 
which a rehearing is granted in paragraph (C) above, be and the same is hereby 
denied. 


Order approving disposition of amounts in Account 100.5, electric plant acquisition 
adjustments, and amounts in Account 107, electric plant adjustments; and 
cancelling hearing 


Kansas City Power & Light Company 
(Docket No. IT-5737) 
June 12, 1942 


It appearing to the Commission that: 
(a) On January 3, 1989, Kansas City Power & Light Company, hereinafter 
referred to as “company,” submitted proposed reclassification and original cost 
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studies required by electric plant accounts instruction 2-D of the Commission’s 
Uniform System of Accounts prescribed for public utilities and licensees, and 
the Commission’s order of May 11, 1937, in respect thereto; 

(b) The Commission’s staff made a field examination of the company’s studies 
and on September 7, 1940, submitted to the Commission a report entitled “Kansas 
City Power & Light Company, Kansas City, Missouri, Report on Reclassification 
and Original Cost Studies of Blectric Plant as at January 1, 1987” ; 

(c) The staff report was transmitted to the company on September 9, 1940, 
with the request that the company make the adjustments proposed therein, submit 
a copy of the adjusting journal entries, submit a plan for the disposition of the 
amount of $1,701,294.31 shown by the report.as classified in Account 100.5, electric 
plant acquisition adjustments, and to advise whether the company was in agree- 
ment with the plan for disposition of the amount of $1,641,979.84 classified in 
Account 107, electric plant adjustments, as recommended by the staff in the 
joint report; 

(d) As a result of correspondence and conferences between representatives of 
the company and the Commission staff, and a further field examination of addi- 
tional data and information developed by the company, supplemental adjust- 
ments were made by the staff, the results of which are reflected in the following 
table: 


As reclassified 
by company 


After additional 


Per staff report | “".ajustments 
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100.1 electric plant in service._..__.. 

100.3 construction work in peo. . 
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108 other utility plant. 
110 other physical property 
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(e) By letter of June 1, 1942, the company requested the Commission’s approval 
of certain proposed journal ertries reclassifying its electric and other plant 
accounts, and also approval of proposed plans for disposition of amounts included 
in Account 100.5, electric plant acquisition adjustments, and in Account 107, 
electric plant adjustments; 

(f) The company’s proposed reclassification entry establishes in Account 100.5, 
electric plant acquisition adjustments, an amount of $1,186,824.12, and the com- 
pany proposes to dispose of this amount by a charge to Account 250, reserve for 
depreciation df electric plant ;* 


It appears that, of the total amount classified in Account 100.5, the sum of $258,463.05 
represents actual accruals for depreciation on the amounts classified in that account. It 
appears, further, that the company proposes to dispose of the balance of $928,361.07 to 
reserve for depreciation on the theory that such reserve is substantially overstated and 
that such overstatement is sufficient to take care of the amount. The company states that 
for a long period of years prior to December 31, 1938, it had been its practice to accrue 
depreciation on intangibles and nondepreciable property, and that such accruals have re- 
sulted in a balance in the depreciation reserve therefor of $1,917,835.91. It is the 
company’s position that the reserve is excessive by an even larger amount, as evidenced by 
a finding of the Public Service Commission of Missouri in Case No. 6576, which finding 
indicated the reserve to be excessive as of December 31, 1937, in the amount of 
$5,743,029.52. 
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(9) The company’s proposed reclassification entry establishes in Account 107, 
electric plant adjustments, an amount of $1,409,694.16, and the company proposes 
to dispose of the amount as follows: 


To Account 151, capital stock expense, representing sundry items of 

expense in connection with the issuance of preferred stock... $50, 972. 29 
To Account 250, reserve for depreciation of electric plant, representing 

adjustments of recorded retirements____--_--____--_---__--_-__-- 40, 055. 01 
To Account 250, reserve for depreciation of electric plant, representing 

Inn 7 SRI teagan reali scaling line ia , 165. ! 
To Account 250, reserve for depreciation of electric plant, representing 

previous depreciation accruals to October 31, 1941, on items classi- 

fied in Account 107 consisting of various improper charges to plant_ 641, 303. 
To Account 271, earned surplus, representing balance of improper 

3, 197. 70 

(h) Electric plant accounts 100.5 and 107 provide, in part, that the amounts 
included in these accounts shall be disposed of as the Commission may approve or 
direct ; 

The Commission finds that: 

(1) The company’s proposed plans for disposition of the amounts established 
in Accounts 100.5 and 107, as described in paragraphs (f) and (g) hereof, are 
in conformity with correct accounting principles and the Commission’s Uniform 
System of Accounts prescribed for public utilities and licensees ; 

The Commission orders that: 

(A) The company dispose of the amount of $1,186,824.12 established in Account 
100.5, electric plant acquisition adjustments, as described in paragraph (f) 
hereof ; 

(B) The company dispose of the amount of $1,409,694.16 established in 
Account 107, electric plant adjustments, as described in paragraph (g) hereof; 

(C) The company’s proposed reclassification entries submitted on June 1, 1942, 
reflecting the accounting disposition of the amounts included in Accounts 100.5 
and 107 be and they are hereby approved; 

(D) The Order to Show Cause, adopted on October 7, 1941, in this matter, be 
and the same is hereby dismissed, and the hearing now set for June 15, 1942, be 
and it is hereby cancelled. 


Order amending order of April 28, 1942 
Kentucky Natural Gas Corporation 
(Docket No. G—174) 

June 16, 1942 


Upon consideration of the Commission’s order in the above-entitled proceeding, 
adopted on April 28, 1942, permitting proposed increased rates or charges to 
become effective and amending scheflules of rates or charges, and particularly 
findings (11), (12) and (13) thereof; 

The Commission orders that: 

(A) Paragraph (B) of said order be and it is hereby amended to read as 
follows: 

Kentucky Natural Gas Corporation rate schedules FPC Nos. 20, 21, 22, 24 and 
25° shall be amended by striking from the first paragraph of “Rate Schedule 
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Dd-4” set forth on Sheet No. 7 thereof under the heading “Available,” the fol- 
lowing language: 


all of its * * * requirements for resale as straight natural gas 


so that such paragraph shall read as follows: 

This rate schedule is available to all properly qualified utilities (hereinafter 
referred to as the Utility) owning a gas distribution plant contiguous to the 
main gas transmission lines of Kentucky Natural Gas Corporation (hereinafter 
referred to as the Company), together with the necessary franchises, permits, 
grants, and rights requisite to the distribution and sale of natural gas, having 
a pipe line connection with the pipe line system of the Company, and agreeing 
to purchase from the Company on a Demand and Commodity basis natural 
gas for resale in any specified community within the area defined by such 
franchises, permits, grants, and rights. 

Kentucky Natural Gas Corporation’s said rate schedules containing a special 
rate provision for space-heating customers which is designated in said schedules 
as “Rate Schedule Dd-4,” shall be further amended by striking out the following 
language on Sheet No. 7, under the headings “Applicable” and “Special Pro- 
visions” : 

This rate schedule shall apply to all natural gas purchased by the Utility for 
resale to its space-heating customers for space-heating purposes and shall con- 
tinue in effect only during the life of the “Russellville Gas Field” hereinafter 
defined. 

The term “Russellville Gas Field” shall mean an area including the following 
land: Sections 12, 13, and the North half of Section 24, Township 4 North, 
Range 11 West; South halves of Sections 6 and 5, SW% of Section 4; all of 
Sections 7, 8, 18, and 17 and the North halves of Sections 19 and 20, and the West 
halves of Sections 16 and 9 in Township 4 North, Range 10 West; the SE%4 of 
Section 19 in Township 4 North, Range 10 West; and the NE\% of Section 6, in 
Township 4 North, Range 10 West, all in Lawrence County, Illinois. 

The term “Life of the Russellville Gas Field” shall mean the period of 
time terminating when the average rock pressure of all commercially pro- 
ductive gas wells in said field declines to less than seventy-five (75) pounds 
per square inch, or until such time as the Company, its successors or assigns, 
permanently cease to receive gas therefrom, whichever shall first occur. 

Kentucky Natural Gas Corporation rate schedule Dd-4, as filed with the 
Commission on October 18, 1940, and suspended by said order of Novemler 16, 
1940, shall be amended in a like manner. 

(B) The order of April 28, 1942, in this proceeding shall in all other respects 
continue in force and effect as amended by this order. 


Order authorizing abandonment of certain facilities 
United Gas Pipe Line Company 
(Docket No. G-395) 


June 18, 1942 


Upon application of the United Gas Pipe Line Company, filed on May 20, 1942, 
for permission to remove and relocate certain natural gas pipe line facilities 
in the Rodessa area of northwest Louisiana consisting of approximately 4 miles 
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of 18-inch pipe and 16 miles of 12-inch pipe, being part of the Rodessa Loop 
Lines, extending from a point at the outlet side of applicant’s Myrtis Gasoline 
Plant near Rodessa Field, Caddo Parish, Louisiana, to a point of interconnection 
with applicant’s Sarepta-Latex main gas transmission line in Louisiana; and 

It appearing to the Commission that: 

(a) Pursuant to the Commission’s rules and regulations, public notice of 
the filing of said application was duly given and no protest or objection was 
received by the Commission ; 

(b) After appropriate notice had been given, a public hearing with respect 
to said application was held on June 8, 1942, and at the conclusion of the 
hearing oral argument was presented by counsel for the applicant and the 
Commission ; 

The Commission having considered the application, the record made with 
respect to it during the public hearing and the oral argument presented, 
finds that: 

(1) Applicant owns and operates a natural gas pipe line system in the States 
of Texas, Louisiana, Mississippi, Alabama and Florida and engages in the trans- 
portation of natural gas in interstate commerce and in the sale of natural 
gas in interstate commerce for resale for ultimate public consumption for 
domestic, commercial, industrial and other uses; 

(2) A portion of the gas supply for applicant’s pipe line system is obtained 
from the Rodessa Oil and Gas Field, situated in Caddo Parish, Louisiana, and 
Cass County, Texas: 

(3) Rodessa Field is connected with applicant’s pipe line system by three 
loop lines extending a distance of approximately 20 miles from Rodessa Field 
to a point of interconnection with applicant’s Sarepta-Latex main gas trans- 
mission line; 

(4) Natural gas is sold from the three Rodessa Loop Lines to distributing 
companies serving the communities of Belcher and Dixie, Louisiana; 

(5) Natural gas that flows through the Rodessa Loop Lines to the Sarepta- 
Latex main transmission line in Louisiana is eventually delivered to the 
Mississippi River Fuel Corporation which transports it through various States 
for resale for ultimate public consumption ; 

(6) Natural gas that flows through the Rodessa Loop Lines to the Sarepta- 
Latex main transmission line in Louisiana is transported by applicant into 
Texas as a continuance of the interstate movement of the gas and it is sold 
for resale for ultimate public consumption ; 

(7) Applicant is a natural gas company engaged in the transportation and 
sale of natural gas in interstate commerce for resale within the purview of 
the Natural Gas Act; 

(8) During the past five years there has been a definite decline in the 
available supply of natural gas from the Rodessa Field for transportation 
through the three Rodessa Loop Lines; 

(9) Approximately one-third of the capacity of the three Rodessa Loop Lines 
is no longer necessary to transport gas and the removal of the designated 
facilities would leave adequate facilities to meet the requirements of present 
and prospective customers in that area ; 

(10) No present customers are served solely through the facilities proposed 
to be removed from the Rodessa Loop Lines ; 

(11) Applicant’s natural gas system is being expanded to meet increased 
demands due to the national war effort ; 

* (12) The increased demands for natural gas in the Dallas and Fort Worth 
area make it necessary for applicant to increase the pressure in that part ‘of 
the Latex-Fort Worth transmission line that passes through the City of 
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Longview, Texas, which would be dangerous to persons and property with the 
pipe in its present condition and location ; 

(13) Applicant proposes to replace that section of its 16-inch pipe line at 
Longview with about four miles of 18-inch pipe sought to be removed from the 
Rodessa Loop Lines and to relocate the same around the outskirts of Longview 
without interruption of service; 

(14) Applicant proposes to use about 16 miles of 12-inch pipe sought to be 
removed from the Rodessa Loop Lines to loop its transmissiqn line through the 
so-called Mobile swamp to prevent an interruption of service to the Pensacola 
market by possible ruptures in the pipe line in that relatively inaccessible region ; 

(15) The proposed removal of certain parts of the Rodessa Loop Lines from 
the interconnection with applicant’s Myrtis Gasoline Plant to the junction with 
the Sarepta-Latex main transmission line, will, if made, be an abandonment of 
facilities within the meaning of section 7 (b) of the Natural Gas Act; 

(16) The Commission has jurisdiction over the applicant and the subject mat- 
ter of its application for permission to remove and relocate certain of its pipe 
line facilities specifically described in its application and the record herein ; 

(17) The present or future public convenience and necessity will be served 
by allowing applicant to remove portions of Rodessa Loop Lines Nos. 2 and 3 
and to recondition such pipe and equipment, and to use part of it for replacing 
and relocating that section of its Latex-Fort Worth line which passes through 
Longview, Texas, and to use substantially all of the remainder of such pipe 
and equipment to loop the Mobile-Pensacola transmission line ; 

The Commission orders that: 

United Gas Pipe Line Company, be and it is hereby authorized to remove that 
portion of the Rodessa Loop Lines specified in its application and to use such 
pipe and equipment for replacing and relocating its transmission line at Long- 
view, Texas, and for constructing a sixteen-mile loop of its present Mobile- 
Pensacola line; subject, however, to the following condition: 

That applicant shall, within 15 days after the removal of the facilities from 
the Rodessa Loop Lines, the relocation near Longview and the looping of the 
Mobile-Pensacola line, file a sworn statement advising the Commission as to 
said removal, relocation and looping. 


Order authorizing the grouping of natural gas transmission mains for 
accounting purposes 


Arkansas Louisiana Gas Company 
(Docket No. G-221) 
June 23, 1942 


It appearing to the Commission that: 

(a) On December 15, 1941, Arkansas Louisiana Gas Company (applicant) filed 
an application, supplemented by the subsequent filing of additional data, for per- 
mission, under general instruction 11 of the Commission’s Uniform System of 
Accounts Prescribed for Natural Gas Companies, to group its natural gas trans- 
mission mains into three operating divisions for the purpose of accounting for 
the cost of operating and maintaining such mains; 

(b) The aforesaid application as supplemented states that in accordance with 
the requirements of said general instruction 11, separate records are maintained 
f the plant costs of each plant owned or operated by applicant; that production 
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expenses are accounted for by wells and fields; that compressor station expenses 
are accounted for separately for each compresssor station ; 

(c) General instruction 11, “Records for each plant,’ contained in the Uni- 
form System of Accounts for Natural Gas Companies, provides, in part, that 

“Separate records shall be maintained by gas plant accounts of the book cost 
of each plant owned or operated and the cost of operating and maintaining 
each plant. The term ‘plant,’ as here used, means each gas production plant, each 
gathering system, each transmission main, and each compressor station other 
than distribution compressor station; provided, however, that the cost of oper- 
ating and maintaining gas wells may be grouped to include all wells within one 
pool of gas. If a natural gas company operates more than one gathering system, 
or many transmission mains, or relatively small compressor stations, it may, with 
the approval of the Commission, group certain gathering systems, or certain 
transmission mains, or certain compressor stations for the purpos€ of complying 
with the portion of this instruction requiring a segregation of the cost of operating 
and maintaining each plant.” 

(d) Applicant’s transmission mains comprise an extensive network of pipe 
lines, and the transmission mains within each of the three operating divisions 
may reasonably be grouped as requested by applicant for expense accounting 
purposes : 

The Commission orders that: 

(A) Applicant is hereby authorized to group its natural gas transmission mains 
within the three operating divisions set forth in the aforesaid application for 
the purpose of accounting for the cost of operating and maintaining such trans- 
mission mains: Provided, That the grouping of transmission mains by operating 
districts hereby authorized for expense accounting purposes not be expanded, 
with respect to any of the three operating districts, to include transmission mains 
consisting of 100 miles or more of pipe, without prior notice to the Commission : 
And provided further, That nothing contained herein shall be construed as a 
waiver of the provisions of section 7 of the Natural Gas Act; 

(B) Authority is reserved in the Commission to modify or change, after 


opportunity for hearing, the grouping of transmission mains plant hereby 
authorized. 


Order issuing temporary certificate of public convenience and necessity 


Natural Gas Pipeline Company of America and Texoma Natural Gas Company 


(Docket No. G-235) 
June 23, 1942 


Upon consideration of the application filed by the Natural Gas Pipeline Com- 
pany of America on May 1, 1942, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a temporary certificate of public convenience and necessity, and 
other material in the Commission’s records and files pertaining to the applicant ; 
and 

It appearing to the Commission that: 

(a) Natural Gas Pipeline Company of America is a corporation organized and 
existing under the laws of the State of Delaware; it is engaged in the trans- 
portation and sale for resale of natural gas in interstate commerce by means of 
its natural gas transmission pipe line extending from the State of Oklahoma to 


a point near Joliet, Dlinois, and is a natural-gas company within the meaning 
of the Natural Gas Act; 





APPENDIX—ORDERS 745 


(b) Applicant seeks a temporary certificate of public convenience and ne- 
cessity authorizing it to construct a three-inch lateral pipe line approximately 
3.5 miles in length, extending in a southerly direction from the existing 24-inch 
pipe line of the said company on the one-half section line between Section 30 
and 29, Township 34 North, Range 1 East, LaSalle County, Illinois, to the meter 
site of said company, the point of delivery to Illinois-lowa Power Company, in 
the northeast one-quarter corner of Section 18, Township 33 North, Range 1 Hast, 
LaSalle County, Illinois, for the purpose of supplying natural gas to the Ilinois- 
Iowa Power Company serving the communities of Peru, Spring Valley, Oglesby, 
Jonesville, and environs, in the State of Illinois, pending determination of its 
application filed February 23, and amended application filed March 26, 1942, for 
a certificate of public convenience and necessity under section 7 (c) of the Natural 
Gas Act as amended; 

(c) The Illinois Commerce Commission has approved the conversion program 
of the Illinois-lowa Power Company and the rate schedules filed by said company 
for natural gas service ; 

(d) Applicant has on hand all materials necessary for its proposed con- 
struction and has acquired the necessary right-of-way extending from its main 
24-inch pipe line to the point of delivery ; 

(e) Applicant’s proposed construction was authorized by the War Production 
Board on June 5, 1942; 

(f) The critical need for natural gas by the Illinois-lowa Power Company has 
been recognized by the War Production Board in the granting of priority rating 
to said company for the securing of materials necessary to convert its present 
system for the purpose of distributing natural gas; 

(g) The delivery of natural gas by the applicant to the Dlinois-lowa Power 
Company has been approved by the War Production Board, as of March 20, 1942; 

The Commission finds that: 

By reason of the present national emergency, the public interest requires the 
issuance of a temporary certificate of public convenience and necessity author- 
izing the Natural Gas Pipeline Company of America to construct a 3-inch 
lateral pipe line approximately 3.5 miles in length extending from its existing 
24-inch pipe line, for the purpose of supplying natural gas to the Illinois-Iowa 
Power Company, pending the disposition by the Commission of said company’s 
application filed February 23, 1942, as amended March 26, 1942, for certificate 
of public convenience and necessity under section 7 (c) of the Natural Gas Act; 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and is 
hereby issued to Natural Gas Pipeline Company of America, authorizing said 
company to construct the pipe line proposed in its application and to make such 
interconnections as may be necessary to supply natural gas to the Illinois-lowa 
Power Company, upon the following expressed terms and conditions: 

(i) Applicant shall cause to be commenced on or before June 30, 1942, the 
construction hereby authorized, and the completion of such construction shall be 
within 60 days thereafter ; 

(ii) Applicant shall submit a statement, under oath, not later than 30 days 
after commencement of the construction of the proposed lateral pipe line setting 
forth fully the progress of such construction ; 

(iii) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever that may come before the Commission 
with respect to said applicant or said pipe line; and nothing herein shall be 
construed as an acquiescence by the Commission in any estimate or determination 
of cost, or any valuation of property claimed or asserted by the applicant; 





FEDERAL POWER COMMISSION 


(iv) When the Commission has made its determination upon the application 
for certificate of public convenience and necessity filed by Natural Gas Pipe- 
line Company of America and Texoma Natural Gas Company on February 23, 
1942, as amended on March 26, 1942, this certificate shall cease to have any 
force or effect. 


Order modifying order of May 15, 1942, and otherwise denying petitions for 
reopening, rehearing, and stay 


The Connecticut Light and Power Company 
(Docket No, IT-5665) 
June 28, 1942 


Upon the petition for reopening the proceeding to take further evidence and the 
petition for rehearing and stay of order, filed June 13, 1942, by The Connecticut 
Light and Power Company, respondent in the above-entitled proceeding, with re- 
spect to the Commission’s findings, opinion and order of May 15, 1942, supra, 
p. 132; 

It appearing that: 

(a) The alleged facts which respondent seeks opportunity to show by reopening 
the proceeding are irrelevant to the findings and order entered May 15, 1942, in 
the above-entitled proceeding ; 

(b) It is necessary to carry out the provisions of the Federal Power Act and in 
the publie interest that all “public utilities” under the Federal Power Act reclass- 
ify their accounts and maintain their accounts in accordance with the Uniform 
System of Accounts and other requirements prescribed by the orders referred to 
in the aforesaid order of May 15, 1942, without any deiay not res: onably necessary, 
and this applies as to the respondent from and after the date upon which the 
Commission’s determination that respondent is such a “public utility” shall have 
become finally effective ; 

(c) With respect to the aforesaid findings and order of May 15, 1942, as modified 
hereby, no facts have been presented or alleged in support of the application 
for rehearing which would justify vacating, setting aside, annulling, or staying 
the same, and no principles of law or contentions stated which were not fully con- 


sidered by the Commission before it entered its aforesaid findings, opinion and 
order ; 


The Commission orders that: 

(A) Paragraph (B) of the aforesaid order of May 15, 1942, is modified to read 
as follows: 

“(B) Within 60 days after the date hereof as modified (June 23, 1942), if no 
proceeding for review of this order shall duly have been commenced in a Court 
of competent jurisdiction, or, if such a proceeding shall be commenced, then within 
60 days after the judgment and decree of such Court shall have become finally 
’ effective, affirming this order, respondent shall commence the studies and work 
necessary to comply with this order and shall thereafter prosecute and complete 
the same within such period of time as the Commission shall determine to be rea- 
sonable.” 

(B) Respondent’s aforesaid petition to reopen the proceeding and petition for 
rehearing and stay of order, otherwise than as provided in paragraph (A) hereof, 
be and they hereby are denied. 
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Order modifying order limiting the amount of electric energy authorized to be 
transmitted to Mewico 


Compania Electrica Matamoros, S. !A. and Central Power and Light Company 


(Docket No, IT-5656) 


June 23, 1942 


Upon application filed May 18, 1942, on behalf of Compania Electrica Mata- 
moros, S. A., a Mexican corporation, and Central Power and Light Company, 
of Corpus Christi, Texas, for modification of the Commission’s order of Decem- 
ber 16, 1941, (docket No. IT-5028) which limited the amount of and the rate 
at which electric energy may be transmitted to Mexico by the aforesaid 
companies pursuant to section 202 (e) of the Federal Power Act; 

The Commission finds that: 

The increase in the amount of electric energy that may be transmitted to 
Mexico as requested in the aforesaid application will not impair the suf- 
ficiency of electric supply within the United States, nor will it impede or tend 
to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission ; and 

It is ordered that: 

Paragraph (A) of the aforesaid order of December 16, 1941, is hereby changed 
to read as follows: 

“(A) The aforesaid order of February 25, 1936, be and it is hereby modified 
to limit the amount of electric energy authorized to be transmitted from the 
United States to Mexico by the Companies, as follows: 

Over the circuit which crosses the international boundary at a point desig- 
nated on the maps submitted as Exhibits “E” and “F” to the application by 
Compania Electrica Matamoros, 8. A. for Presidential Permit filed with the 
Commission on October 26, 1940, up to 5,000,000 kilowatt-hours per year at a 
rate not to exceed 2,000 kilowatts ;” 


Order amending order of June 18, 1942 
United Gas Pipe Line Company 
(Docket No. G-395) 

June 26, 1942 


Upon consideration of the application filed on June 23, 1942, by United Gas 
Pipe Line Company, for a rehearing and modification of the Commission’s 
order in the above-entitled proceeding adopted on June 18, 1842, authorizing 
the abandonment of certain facilities ; 

The Commission orders that: 

(A) Finding (14) of said order be and it is hereby amended to read as 
follows: 

Applicant proposes to use the remainder of pipe and equipment, com- 
prising principally 16 miles of 12-inch pipe and valves, sought to be removed 
from the Rodessa Loop Lines at such points on its pipe line system as con- 
ditions dictate ; 
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(B) Finding (17) of said order be and it is hereby amended to read as 
follows: 

The present or future public convenience and necessity will be served by 
allowing applicant to remove portions of Rodessa Loop Lines Nos. 2 and 3, 
to recondition such pipe and equipment, to use part of it for replacing and 
relocating that section of its Latex-Fort Worth line which passes through 
Longview, Texas, and, subject to any further requirement of section 7 (c) 
of the Natural Gas Act, to use the remainder of such pipe and equipment on its 
pipe line system as conditions dictate ; 

(C) The ordering paragraph of said order be and it is hereby amended to read 
as follows: 

United Gas Pipe Line Company be and it is hereby authorized to remove that 
portion of the Rodessa Loop Lines specified in its application, to use the neces- 
sary amount of such pipe and equipment for replacing and relocating its trans- 
mission line at Longview, Texas, and, subject to any further requirement of 
section 7 (c) of the Natural Gas Act, to utilize the remainder of such pipe and 
equipment as may be consistent with the prudent operation of applicant’s pipe- 
line system ; subject, however, to the following condition: 

That applicant shall, within 15 days after the removal of the facilities from 
the Rodessa Loop Lines, and the relocation of the necessary portion of the same 
near Longview, file a sworn statement advising the Commission of such removal 
and relocation. 


Order authorizing transmission of electric energy to Mexico 
El Paso Electric Company 
(Docket No. IT-5762) 
June 26, 1942 


Upon application filed January 7, 1942, by El Paso Electric Company, a Texas 
corporation with its principal place of business in the City of El Paso, Texas, 
for authority to transmit electric energy to Mexico pursuant to section 202 (e) 
of the Federal Power Act; and 

It appearing that: 

(a) The Commission, by telegram dated December 5, 1941, granted the appli- 
cant temporary authorization to transmit electric energy to Mexico to supply 
emergency power required because of a breakdown of electric facilities in 
Juarez, Chihuahua, Mexico, and in the same telegram notified the applicant that 
the rendering of such emergency service would not prejudice the Commission’s 
consideration of the aforesaid application ; 

(b) The electric energy hereinafter authorized to be transmitted to Mexico 
will be supplied by steam generation augmented by purchased power from the 
Elephant Butte Hydroelectric Project and will be transmitted over one of appli- 
cant’s transmission lines to a point on the international boundary line, United 
States and Mexico, between El Paso, Texas, and the City of Juarez, Chihuahua, 
Mexico, where said line connects with the transmission facilities of Cia. 
Mexicana Productora de Luz y Fuerza, §. A.; ; 

(c) The aforesaid electric energy will be sold by applicant under the rates 
and terms contained in a contract, dated December 10, 1941, between the 
applicant and the Cia. Mexicana Productora de Luz y Fuerza, S. A., which con- 
tract was filed with the Commission on January 7, 1942; 















APPENDIX—ORDERS 749 


(d) On May 25, 1942, the applicant accepted the terms and conditions of a 
Presidential Permit signed by the President of the United States on April 23, 
1942, authorizing the construction, operation, maintenance, and connection at 
the border of the United States of facilities used in the transmission of electric 
energy to Mexico, hereinafter authorized; and 

The Commission finds that: 

(1) The applicant is the owner of the source of supply and the transmitter of 
electric energy hereinafter authorized to be transmitted to Mexico; 

(2) The electric energy hereinafter authorized to be transmitted to Mexico 
is not needed to supply consumers in the United States; 

(3) The transmission of electric energy hereinafter authorized will not impede 
or tend to impede the coordination in the public interest of facilities subject 
to the jurisdiction of the Commission ; 

(4) The transmission of electric energy to Mexico by the applicant will be 
consistent with the public interest if the amount of such energy to be trans- 
mitted is limited as hereinafter fixed; and 

It is Ordered that: 

(A) The El Paso Electric Company be and it is hereby authorized, as of 
December 5, 1941, to transmit electric energy from the United States to Mexico 
in accordance with the terms and conditions as set forth in said application 


filed on January 7, 1942, subject, however, to the authority reserved in the 
Commission : 

(i) To require from the applicant such reports with respect to said transmis- 
sion of electric energy as the Commission may deem necessary from time to time; 

(ii) To modify, from time to time, or to terminate this authorization ; 

(B) The amount of electric energy herein authorized to be transmitted be 
and it is hereby limited to 300,000 kilowatt-hours per month at a rate not to 
exceed 600 kilowatts; 

(C) This authorization to transmit electric energy from the United States 
to Mexico shall not deprive any State, State regulatory commission, or the 
Republic of Mexico of the exercise of the lawful authority vested in such State, 
State regulatory commission, or the Republic of Mexico, over the applicant ; 

(D) Transfer or assignment of this authorization by operation of law or 
otherwise, except by involuntary transfer, including judicial sale and fore- 
closure sale, shall not be valid, and this authorization shall thereupon auto- 
matically terminate unless this Commission shall approve such transfer or 
assignment prior to the effective date thereof ; 

(E) This authorization shall not be construed as an acquiescence by the Com- 
mission in any valuation of property, rate schedules, or in any operating state- 
ments claimed or asserted by the applicant ; 

(F) This authorization shall terminate automatically upon the termination or 
expiration of the Presidential Permit described in paragraph (d) hereof; sub- 
ject, however, to renewal of the authorization upon a finding by the Commis- 
sion that renewal is consistent with the public interest ; 

(G) The applicant shall comply with the provisions of section 32.38 of the 
Commission’s Rules of Practice and Regulations; 

(H) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order; 

(1) The limitation of the amount of electric energy to be transmitted to 
Mexico by the applicant contained in paragraph (B) hereof shall be effective 
60 days from the date of this order. 
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Order requiring temporary interconnections of facilities and delivery of 
electric energy 


Idaho Power Company and Malheur Cooperative Electric Association 
(Docket No. IT-5792) 
July 3, 1942 


The United States being engaged in a state of war declared to exist by the 
Joint Resolutions of the Congress approved December 8 and 11, 1941, and 
June 3, 1942; and 

The Wederal Power Commission having previously undertaken, pursuant to 
the President’s directive of June 14, 1940, certain responsibilities to provide an 
adequate supply of electric energy in the areas in which it is most needed; and 

The Commission hereby determining, upon the basis of data before it, that an 
emergency exists within the meaning of section 202 (c) of the Federal Power 
Act on the system of the Malheur Cooperative Electric. Association in Malheur 
County, Oregon, by reason of the growing demand upon it for electric energy, 
the shortage of facilities for the generation and transmission of electric energy 
occasioned by war emergency prohibitions on the construction of new facilities 
therefor, and the increasing difficulties of securing an adequate supply of fuel 
oil for the present generating facilities of the cooperative, resulting in serious 
danger of loss of agricultural, dairying, and other essential farm products by 
impairment of electric service to its more than 400 members ; 

The Commission, having carefully considered the foregoing, and the neces- 
sity of alleviating such emergency, finds that: 

(1) The immediate temporary interconnection of the 11-kilovolt transmission 
lines of Idaho Power Company and the Malheur Cooperative Blectric Associa- 
tion at their point of crossing near Vale, Oregon, pending the construction of 
the temporary interconnection of the present facilities of the cooperative and 
the substation of the company at or near Vale, and the delivery of electric 
energy by the company to the cooperative, all as hereinafter ordered, will best 
meet the aforesaid emergency and serve the public interest ; 

(2)-The War Production Board has authorized the temporary interconnec- 
tions hereinafter ordered and has authorized the use of the materials necessary 
therefor ; 

Wherefore, the Commission orders that: 

(A) Idaho Power Company and the Malheur Cooperative Electric Association 
immediately construct and install and, during the period of the war emergency, 
maintain and operate such facilities as may be necessary to provide for the 
delivery of electric energy up to 300 kilowatts by the company to the cooperative ; 

(B) Idaho Power Company and the Malheur Cooperative Electric Associa- 
tion provide the facilities necessary to interconnect their 11-kilovolt transmis- 
sion lines at their point of crossing near Vale, Oregon, and to interconnect the 
present facilities of the cooperative and the substation of the company at or 
near Vale, after which they shall remove the temporary interconnection at the 
aforesaid crossing ; 

(C) Idaho Power Company supply to the Malheur Cooperative Electric Asso- 
ciation such electric energy, up to 300 kilowatts, as may be necessary to relieve 
the aforesaid emergency and provide for the requirements of the cooperative; 

(D) The acts to be done pursuant to this order shall be initiated immediately 
and carried forward without delay, and in no event shall they be delayed pend- 
ing determination of the terms or conditions of any agreement between the 
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parties affected. In the event that such parties fail to agree upon the terms 
or conditions of any agreement which may be necessary or appropriate to the 
execution of this order, the Commission will, by supplemental order, prescribe 
such conditions as it finds to be just and reasonable, including the compensa- 
tion or reimbursement which shall be paid to or by any such party; 

(E) Idaho Power Company and the Malheur Cooperative Electric Association 
file with the Commission within 21 days after the date of this order, a statement 
of all arrangements necessary for completion of the interconnections and the 
making of the delivery herein ordered, and also file with the Commission on the 
fifth of each month thereafter a report of all arrangements made or entered 
into, and the progress being made for the effectuation of the purposes of this 
order. . 


Order authorizing the invocation of the aid of the District Court pursuant to 
section 307 (c) of the Federal Power Act 


Mississippi Power & Light Company 
(Docket No. IT-5785) 
July 7, 1942 


It appearing to the Commission that: 

(a) By its order dated May 27, 1942, the Commission instituted an investiga- 
tion for the purpose of aiding (1) in the enforcement of the provisions of the 
Federal Power Act; (2) in prescribing rules and regulations pursuant to the 
provisions of sections 301 (a), (b), and (c), 304 (a) and (b), and 309 of the 
Federal Power Act, and other pertinent provisions of the Act; (3) in the enforce- 
ment of provisions, including general instruction 2-C of the Commission's Uni- 
form System of Accounts prescribed for public utilities and licensees and 
Order No. 54; (4) the Commission’s staff in the examination of Mississippi 
Power & Light Company’s purported reclassification of accounts and original 
cost studies; and (5) in the securing of information to serve as a basis for 
recommending further legislation concerning matters to which the Federal 
Power Act relates, as may appear to the Commission to be necessary and appro- 
priate; for the purpose of determining the whereabouts, possession, control, 
custody or disposition of the books and records pertaining to the original cost 
of the properties acquired by Mississippi Power & Light Company and the reason 
for Mississippi Power & Light Company’s failure or refusal to make them avail- 
able; and for the purpose of determining whether there have been violations 
of sections 301 (a) and (b), and 304 (a) and (b) of the Federal Power Act, and 
other pertinent provisions of the Act, or of the Commission’s Uniform System 
of Accounts, Order No. 54, the order of May 11, 1937, and other pertinent rules, 
regulations or orders under the Federal Power Act; 

(b) By said order the Commission appointed George Slaff, Reuben Goldberg, 
Leonard Eesley, and John J. O'Neil officers of the Commission, for purposes of 
the investigation, with power to administer oaths and affirmations, subpena 
witnesses, compel their attendance, take evidence, require the production of 
any books, papers, correspondence, memoranda or other records found relevant 
and material to the investigation, and to perform all other duties in connection 
with the investigation authorized by law; 
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(c) By said order the Commission ordered that the investigation thereby 
instituted begin and continue at such times and places as the officers referred to 
in paragraph (b) above or any of them or the Commission shall designate ; 

(d@) On June 29, 1942, a subpena was duly issued by one of the Commission’s 
said officers to one Fred E. Plummer, directing said Plummer to appear before an 
officer of the Commission at Room 714, Hurley-Wright Building, 1800 Pennsyl- 
vania Avenue NW., Washington, D. C., on July 6, 1942, at 10 a. m., to testify 
in the said investigation instituted by the Commission, and said subpena was 
duly served upon said Plummer on June 30, 1942. 

(e) Said Plummer has failed to appear at the time and place designated in 
said subpena, and has ever sinc failed to appear to testify in said investigation ; 

(f) It is necessary and essential for the Commission to have the testimony of 
the said Fred E. Plummer in order to proceed with the conduct of. its investiga- 
tion into the matters referred to in the aforesaid order of the Commission and 
described in paragraph (a) above; 

The Commission:orders that: 

(A) The aid of the District Court of the United States for the District of 
Columbia, or other proper Court of the United States, be invoked to require the 
said Fred E. Plummer to appear before an officer of the Federal Power Commis- 
sion, and to testify and give evidence respecting the matters under investigation 
as stated in the Commission's order of May 27, 1942, and described in paragraph 
(a) above; 

(B) The Bureau of Law, by George Slaff, Principal Attorney, or by Charles 
VY. Shannon, Senior Attorney, take the necessary steps to carry out the purposes 
of paragraph (A) above. 


Order instituting investigation 
Montana-Dakota Utilities Company 
(Docket No. G-402) 

July 7, 1942 


It appearing to the Commission that: 

(a) On December 6, 1941, Mondakota Development Company, a corporation 
organized and existing under the laws of Montana, filed with the Commission a 
complaint (docket No. G—220) which, among other things, alleges in substance: 

(i) That Montana-Dakota Utilities Company is the owner and operator of 
natural gas pipe lines for the transportation of natural gas in interstate commerce 
from the Baker-Glendive and Bowdoin gas fields in eastern Montana to Rapid 
City, Sturgis, Lead, Deadwood and Belle Fourche, South Dakota, Bismarck and 
Williston, North Dakota, and Miles City and Glendive, Montana, which pipe lines 
extend over portions of the public domain under a right-of-way granted by the 
Secretary of the Interior pursuant to the provisions of section 28 of the Act of 
Congress of February 25, 1920, as amended by Act of Congress of August 21, 1985 
(Leasing and Right-of-way Acts), upon the express condition that such pipe lines 
should be constructed, operated and maintained as a common carrier, to accept, 
convey or transport without discrimination, natural gas produced from Govern- 
ment, state or private lands in the vicinity of such pipe lines; 

(ii) That Mondakota Development Company is the owner and producer of 
natural gas from gas wells situated on Government, state and privately owned 
lands in the Baker-Glendive gas field in the vicinity of said pipe lines; 
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(iii) That Mondakota Development Company has customers at or near Rapid 
City, Sturgis, Deadwood and Belle Fourche, South Dakota, Bismarck, North 
Dakota, and Miles City and Glendive, Montana, who are ready and willing to 
purchase natural gas from it, to which customers it is entitled and desires to 
have the natural gas produced by it in said gas field transported through 
Montana-Dakota Utilities Company’s pipe lines at reasonable and nondiscrim- 
inatory rates to be established by the Commission ; 

(iv) That Montana-Dakota Utilities Company has heretofore filed with the 
Commission schedules of rates for transportation of natural gas including the 
terms and conditions upon which it (Montana-Dakota Utilities Company) will 
accept and transport natural gas, the terms and conditions of which are unduly 
discriminatory, unreasonable, unjust and unlawful, under the provisions of the 
Natural Gas Act and particularly sections 4 (a), 4 (b), 5 (a) of said Act; and 

(v) That Mondakota Development Company requests the Commission to de- 
termine the just and reasonable rates or charges for such transportation of 
natural gas, and to require the Montana-Dakota Utilities Company to accept 
and transport such natural gas through its pipe lines at such just and reasonable 
rates and charges as may be determined by the Commission under the provisions 
of section 5 (a) of the Natural Gas Act; 

(b) On December 21, 1941, the Commission received a communication from 
the Public Service Commission of the State of North Dakota indicating its interest 
in the aforesaid complaint of the Mondakota Development Company and request- 
ing a joint hearing on said complaint; 

(c) Montana-Dakota Utilities Company is engaged in the transportation of 
natural gas in interstate commerce and may be a natural-gas company within 
the meaning of the Natural Gas Act ; 

(d) It is necessary and proper, in the public interest, and to aid in the 
enforcement of the provisions of the Natural Gas Act that an investigation be 
instituted by the Commission, on its own motion, (1) to determine whether 
Montana-Dakota Utilities Company is a natural-gas company within the meaning 
of the Natural Gas Act, and (2) into and concerning all rates, charges or classi- 
fications demanded, observed, charged or collected by the Montana-Dakota Util- 
ities Company in connection with any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, and any rules, regulations, practices 
or contracts affecting such rates, charges or classifications ; 

The Commission, on its own motion, orders that: 

An investigation of the Montana-Dakota Utilities Company be and it is hereby 
instituted for the purpose of enabling the Commission : 

(i) To determine with respect to said company (a) whether it is a natural-gas 
company within the meaning of the Natural Gas Act, and (b) whether in connec- 
tion with any transportation or sale of natural gas, subject to the jurisdiction 
of the Commission, any rates, charges or classifications demanded, observed, 
charged or collected, or any rules, regulations, practices or contracts affecting 
such rates, charges or classifications, are unjust, unreasonable, unduly dis- 
criminatory or preferential; and 

(ii) If the Commission, after hearing has been had, shall find that the Montana- 
Dakota Utilities Company is a natural-gas company within the meaning of the 
Natural Gas Act, and that any of its rates, charges, classifications, rules, regula- 
tions, practices, or contracts, subject to the jurisdiction of the Commission, are 
unjust, unreasonable, unduly discriminatory or preferential, to determine and 
fix by appropriate order or orders, just and reasonable rates, charges, classifica- 
tions, rules, regulations, practices or contracts to be thereafter observed and 
in force. 
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Order denying petition for rehearing and stay 


City of Cleveland, Complainant v. Hope Natural Gas Company, Defendant; 
City of Akron, Complainant v». Hope Natural Gas Company, Defendant; 
Pennsylvania Public Utility Commission, Complainant v. Hope Natural Gas 
Company, Defendant; Hope Natural Gas Company 


(Docket Nos. G—100, G—101, G—113, G-127) 
July 7, 1942 


Upon consideration of the petition of Hope Natural Gas Company filed June 24, 
1942, for rehearing and stay with respect to the Commission’s findings as to law- 
fulness of past rates and order reducing rates of that company entered on May 
26, 1942, and the Commission’s opinion, supra, p. 150, and upon further consider- 
ation of all previous orders in these proceedings, the evidence of record, the 
briefs and oral arguments, and adhering to its opinion, findings as to lawfulness 
of past.rates and order of May 26, 1942, reducing rates, supra, p. 150; 

The Commission finds that: 

No new facts have been presented or alleged in the petition for rehearing which 
would justify a reversal or revision of the Commission’s opinion, findings as to 
lawfulness of past rates and order reducing rates, entered May 26, 1942, supra, 
p. 150; and no principles of law are stated in the petition for rehearing and stay 
which were not fully considered by the Commission before it rendered said 
opinion, findings and order ; 

The Commission, therefore, orders that: 

The petition for rehearing and stay be and \t is hereby denied. 


Order rescinding authorization of issuance of license (transmission line), and 
dismissing applications for license 


Craig-Botetourt Electric Co-operative 
(Project No. 1464) 


July 7, 1942 

It appearing that: 

By order dated June 18, 1940, the Commission authorized issuance of license 
to Craig-Botetourt Blectric Co-operative, of Maggie, Virginia, for a transmission 
line and extensions thereof in Craig County, Virginia, affecting lands of the 
United States within the Jefferson National ‘Forest ; 

Upon further examination of the source of energy transmitted over and the 
function served by the line, the Commission finds that: 

The line is not a primary line as set forth in section 3 (11) of the Federal 
Power Act under the Commission’s interpretation of March 4, 1941, and therefore 
the line is not within the licensing authority of the Commission, for which reason 
the order of June 18, 1940, should be rescinded and the applications for license 
be dismissed without prejudice; and 

It is ordered that: 

(A) The order of June 18, 1940, authorizing issuance of license for trans- 
mission line projéct No. 1464 be and it is hereby rescinded, and the pending appli- 
cations for license for the line and extensions thereof be and they are hereby 
dismissed without prejudice, 

(B) The applications for license for the line be referred to the Department 
of Agriculture for appropriate action. 
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Order dismissing orders to show cause 


Arkansas Power & Light Company, Duquesne Light Company, Florida Power 
Corporation, Louisville Gas & Electric Company, New Orleans Public Serv- 
ice, Inc. -~ 


(Docket Nos. IT-5540, IT-55097, IT-5608, IT-5619, IT-5625) 
July 7, 1942 


It appearing to the Commission that: 

(a) Orders were adopted directing Arkansas Power & Light Company, Du- 
quesne Light Company, Florida Power Corporation, Louisville Gas & Electric 
Company and New Orleans Public Service, Inc. to show cause under oath or at 
a public hearing why said companies had failed to comply with electric plant ac- 
counts instruction 2-D of the Commission’s Uniform System of Accounts pre- 
scribed for public utilities and licensees and its order of May 11, 1937, requiring 
the filing of reclassification of accounts and original cost studies and why the 
Commission should not institute appropriate proceedings against them for their 
failure to comply with instruction 2—D and the order of May 11, 1937, as follows: 


Date of order Company 


SRMGEG EE, WO titi wens Arkansas Power & Light Company 
February 7, 1940 Louisville Gas & Electric Company 
April 16, 1940 Duquesne Light Company 

April 16, 1940. Florida Power Corporation 

April 16, 1940 New Orleans Publie Service, Inc. 


(b) Subsequent to the adoption of the orders to show cause, the Commission 
was advised that the reclassification of accounts and original cost studies were 
to be filed, whereupon the matters set down for hearing were postponed sine die; 

(c) The reclassification of accounts and original cost studies have been filed 
by the above-named companies ; 

The Commission orders that: 

The orders to show cause referred to in paragraph (a) hereof be and the 
same are hereby dismissed: Provided, however, That this action shall not be 
construed as approving the figures contained in the reclassification of accounts 
and original cost studies; and provided further, That the Commission reserves 
the full right to make such examination and analysis of the studies submitted 
including examination of the books and other documents in the pdssession of 
the companies named herein as the Commission may deem warranted, and to 
order such adjusting entries as may be appropriate. 


Order authorizing and approving sale and purchase of facilities 


Point Pleasant Water & Light Co. and Appalachian Blectric Power Company 


(Docket No. IT-5790) 
July 10, 1942 


Point Pleasant Water & Light Co. (hereinafter referred to as Pleasant Com- 
pany) a corporation having its principal business office at Point Pleasant, West 
Virginia, and Appalachian Blectric Power Company (hereinafter referred to as 
Appalachian Company) having its principal business offices in Roanoke, Vir- 
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ginia, Charleston, West Virginia, and Kingsport, Tennessee, on June 22, 1942, 
applied for an order pursuant to section 203 of the Federal Power Act authoriz- 
ing and approving the sale by Pleasant Company and the purchase by Appalachian 
Company of the whole of the facilities of the former. In the alternative the 
applicants asked that the application be dismissed for want of jurisdiction or 
that a ruling be Issued that authorization of the aforesaid sale and purchase by 
this Commission is not necessary. Subsequently supplemental exhibits and other 
data in support of, and amendments to, the application were received. 

From such application, supplemental exhibits and data, amendments, the or- 
ders of the Securities and Exchange Commission referred to in Exhibit K—1-c 
to the application, and the records in the proceedings on the application, it ap- 
pears that: 

(a) Due written notice of the aforesaid application has been given to the 
Public Service Commission of West Virginia, State Corporation Commission of 
Virginia, and Railroad and Public Utilities Commission of Tennessee and the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on June 24, 1942, stating that any person desiring to be 
heard or to make any protest with reference to the application should file a pe- 
tition or protest on or before July 9, 1942. No protest or petition or request to 
be heard in opposition to the granting of such application has been received ; 

(b) Pleasant Company proposes to sell and Appalachian Company to buy all 
of the former’s properties for transmission, distribution and sale of electric en- 
ergy in and contiguous to the towns of Ashton, Point Pleasant, Hartford, Mason 
City, Henderson, New Haven, West Columbia, and Letart, in Mason County, and 
North Ravenswood, Ravenswood and Sandyville, in Jackson County, all in West 
Virginia, except cash, certain accounts, bills and notes receivable, merchandise, 
materials and supplies not in use. The purchase price is to be $379,000 in cash, 
subject to adjustments for changes since October 31, 1941. The properties in- 
clude a 2,000 kva substation, approximately 16 line-miles of so-called transmis- 
sion lines and 148 line-miles of so-called distribution lines. Pleasant Company 
is to be dissolved after consummation of the sale; 

(c) The proposed transaction has been consented to and approved by the Public 
Service Commission of West Virginia by order entered June 19, 1942; 

(d) Pleasant Company has joined with The United Light and Power Company, 
The United Light and Railways Company, Continental Gas & Electric Cor- 
poration, and Columbus and Southern Ohio Electric Company (hereinafter re- 
ferred to as holding companies) in an Application-Declaration (File Nos. 59-11, 
59-17 and 54-25) to the Securities and Exchange Commission “if and to the ex- 
tent” that certain provisions imposed by and pursuant to the Public Utility Hold- 
ing Company Act of 1935 are applicable to certain transactions which are related 
to and include the above described sale. Prior orders of the Securities and Ex- 
change Commission in the same proceedings had imposed requirements on some 
of the aforesaid holding companies with respect to the “elimination from their 
holding company systems,” and on some with respect to the “disposal” of their 
interests in Pleasant Company, but have imposed no requirement upon Pleasant 
Company with respect to sale or disposal of any of its property ; 

(e) Appalachian Company has represented that it proposes to make available 
to the customers of Pleasant Company, upon completion of the proposed purchase, 
its rates as now on file with the Public Service Commission of West Virginia ; 

(f) Upon consummation of the proposed sale and purchase, it is proposed to 
terminate a cancellable contract (effective December 31, 1941) between the 
Pleasant Company and Columbus and Southern Ohio Blectric Company for the 
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supply by the latter to the former of not to exceed 2,000 kw for emergency 
breakdown service during the present war emergency, and to remove the inter- 
connection facilities available to furnish such service ; 

(g) Appalachian Company has stated its willingness, if upon final determi- 
nation of original cost of the facilities to be acquired the amount to be charged 
Account 100.5 is a debit, to extinguish such balance through charges to Account 
537, miscellaneous amortization, over such period of time as the Commission 
shall direct or, if a credit, to extinguish such credit by use of Account 250, 
reserve for depreciation, reserving the right to urge a change in such procedures. 

The Commission, having considered the application and other matters above 
referred to and the annual report (Form FPC 64A) of Pleasant Company for 
1941, finds that: 

(1) Pleasant Company was incorporated June 5, 1899, under and by virtue 
of the laws of West Virginia : 

(2) Appalachian Company was incorporated under and by virtue of the laws 
of Virginia on March 4, 1926, and is qualified to do business as a foreign cor- 
poration in West Virginia and Tennessee ; 

(3) Pleasant Company owns and operates facilities for the transmission and 
sale at wholesale of electric energy in interstate commerce, including substa- 
tion and transmission line facilities for the transmission of electric energy 
which is transmitted from Ohio and supplied by Appalachian Company to Pleasant 
Company at points in West Virginia and consumed by others in West Virginia. 
Pleasant Company, is, therefore, a “public utility” within the meaning of that 
term as used in the Federal Power Act. 

(4) The properties proposed to be sold by Pleasant Company include the 
whole of its facilities subject to the jurisdiction of this Commission. The 
sale of such facilities is subject to the requirement in section 203 of the Federal 
Power Act for authorization by this Commission ; 

(5) Appalachian owns and operates numerous facilities for the transmission 
and sale at wholesale of electric energy in interstate commerce, including facili- 
ties for the transmission of the electric energy sold to Pleasant Company and 
transmitted and consumed as referred to in paragraph (3) above; 

(6) By the proposed purchase Appalachian will, directly or indirectly, merge 
or consolidate facilities subject to the jurisdiction of this Commission, which 
are owned and operated by it, with facilities subject to the jurisdiction of this 
Commission, which are owned and operated by Pleasant Company. The pur- 
chase of such facilities of Pleasant Company is subject to the requirement in 
said section 203 for authorization by this Commission ; 

(7) With respect to the proposed disposition and acquisition of facilities 
neither Pleasant Company nor Appalachian Company has been shown to be 
subject to any requirements of the Public Utility Holding Company Act of 1935 
or any rule, regulation, or order thereunder and said companies are not ex- 
cepted by section 318 of the Federal Power Act from the aforesaid requirement 
of section 208 ; 

(8) The consummation of the proposed purchase should expedite the supply 
of an urgent demand for a relatively large amount of additional electric power 
for war production in the service area of Pleasant Company for which existing 
facilities and power supply of Pleasant Company are inadequate. 

(9) The showing made is insufficient to determine whether,‘in order to secure 
the maintenance of adequate service and the coordination in the public interest 
of facilities subject to the jurisdiction of this Commission, with particular 
referenc® to assuring dependable power supply for war purposes, it is necessary 
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and appropriate to provide as a condition to this order that the intereonnection 
facilities referred to in paragraph (f), above, be maintained ; 

(10) As hereinafter authorized, the proposed transfer of facilities will tend 
to promote the coordination in the public interest of facilities subject to the 
jurisdiction of this Commission, the maintenance of adequate service, and the 
reduction of rates to approximately 98% of the ultimate consumers served by 
the facilities to be purchased ; 

*(11) As hereinafter authorized, the proposed sale, and merger or consolida- 
tion, of facilities, insofar as subject to the requirements of section 203 of the 
Federal Power Act, will be consistent with the public interest; 

Wherefore, the Commission orders that: 

(A) The request that the application be dismissed for want of jurisdiction 
or that a ruling be issued that authorization of the aforesaid sale and purchase 
is not necessary, hereby is denied ; 

(B) The aforesaid sale by Pleasant Company and purchase by Appalachian 
Company hereby are authorized on the terms and conditions set forth in the 
application as supplemented and amended and in any event subject to the terms 
hereof; 

(C) Appalachian Company shall, with diligence and expedition, complete cost 
studies and plan of reclassification, with respect to the facilities to be purchased, 
in conformity with the provisions of the Commission’s Uniform System of 
Accounts, as supplemented and amended, and upon final determination of the 
original cost of the electric plant proposed to be purchased and determination of 
the resultant balance in Account 100.5, electric plant acquisition adjustments, 
such balance, if a debit, shall be charged to Account 271, earned surplus, or amor- 
tized within not more than five years from the date of consummation of the sale 
by charges to Account 537, miscellaneous amortization, or, if a credit, shall be 
transferred to Account 250, reserve for depreciation ; 

(D) The determination whether, in order to secure the, maintenance of 
adequate service and the coordination in the public interest of facilities subject 
to the jurisdiction of this Commission, it is necessary or appropriate to provide as 
a condition to this order that the interconnection facilities referred to in para- 
graph (f), above, be maintained, is reserved for future decision on satisfactory 
showing made to the Commission. Pending such decision, said facilities shall be 
maintained in operating condition and shall not be removed ; 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
which may come before this Commission or before such other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted ; 

(F) This authorization shall expire unless acted upon within sixty days after 
the entry of this order; 

(G) The applicants shall report with reference to the subject matter hereof 
as required by the Rules of Practice and Regulations and shall file proposed 
journal entries within six months from the date of consummation of the proposed 
merger as required by provisions of the Commission’s Uniform System of 
Accounts. ; 
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Order allowing proposed increased rate to become effective 
Cabot Gas Corporation 
(Docket No. G—251) 
July 14, 1942 


It appearing to the Commission that: 

(a) By order of April 7, 1942, the Commission fixed a date of hearing and 
suspended the operation of a proposed increase in the rate for natural gas sold 
to The Pavilion Natural Gas Company under Cabot Gas Corporation’s supple- 
ment No. 3 to rate schedule F. P. C. No. 1; 

(b) By the terms of this supplement No. 3, which was filed on February 3, 
1942, the increased rate was to become effective as of February 8, 1942; 

(c) After proper notice, public hearings were held concerning the lawfulness of 
such proposed increased rate on May 11, 12, and 25, and June 1, 1942; 

Upon consideration of the order previously issued in this proceeding, the evi- 
dence of record, and the briefs and motion filed, the Commission finds that: 

(1) Cabot Gas Corporation is engaged in the transportation of natural gas in 
interstate commerce and the sale of natural gas in interstate commerce for 
resale for ultimate public consumption, and the rate charged for gas so trans- 
ported and sold to The Pavilion Natural Gas Company is subject to the jurisdic- 
tion of this Commission ; 

(2) Cabot Gas Corporation has sustained the burden of proof, under section 4 
(e) of the Natural Gas Act, by showing that the proposed increased interstate 
wholesale rate to The Pavilion Natural Gas Company is just and reasonable; 

(3) Good cause has been shown for allowing supplement No. 3 to Cabot Gas 
Corporation rate schedule F. P. C. No. 1 to take effect as of February 8, 1942; 

The Commission, therefore, orders that: 

(A) The rate schedule designated as supplement No. 3 to Cabot Gas Corpora- 
tion rate schedule F. P. C. Ne. 1, which provides for an increase in the rate 
for natural gas sold to The Pavilion Natural Gas Company, be and it is hereby 
allowed to take effect as of February 8, 1942; 

(B) The proceeding herein initiated by the Commission’s order of April 7, 
1942, be and it is hereby terminated and the suspension cancelled. 


Order instituting investigation 
The Ohio Fuel Gas Company 
(Docket No. G—403) 

July 14, 1942 


The Commission, having under consideration the response of The Ohio Fuel 
Gas Company (sometimes hereinafter Ohio Fuel) to the Commission order of 
March 17, 1942, in docket No. G-245, requiring Ohio Fuel to show cause con- 
cerning its rate schedule FPC No. 30; and 
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It appearing to the Commission that: : 

(a) Ohio Fuel is a corporation organized and existing under the laws of 
the State of Ohio, authorized to do business*in Ohio and Indiana, and engaged 
in the transportation of natural gas in interstate commerce and in the sale in 
interstate commerce of natural gas for resale for ultimate public consumption 
for domestic, commercial, industrial, or any other use, and may be a natural- 
gas company within the meaning of the Natural Gas Act; 

(b) Ohio Fuel filed with the Commission on January 22, 1942, an agreement 
with Anchor Hocking Glass Corporation, designated in the Commission files as 
the aforesaid The Ohio Fuel Gas Company rate schedule FPC No. 30, for the 
transportation of natural gas and the furnishing of ceftain standby and de- 
ficiency service by Ohio Fuel to Anchor Hocking Glass Corporation ; 

(c) By the aforesaid order of March 17, 1942, the Commission--required Ohio 
Fuel to show cause why: 

(i) The Commission should not determine that the rate specified in The Ohio 
Fuel Gas Company rate schedule FPC No. 30 is unjust, unreasonable, or unduly 
discriminatory ; 

(ii) The rate specified in that schedule should not be made the subject of 
an investigation ; 

(d) Ohio Fuel filed its response to that order on April 20, 1942, which response 
failed to show cause why the Commission should not make such determination and 
investigation ; 

The Commission finds that: 

It is necessary and proper in the public interest, and to aid in the enforcement 
of the provisions of the Natural Gas ‘Act, that an investigation be instituted by the 
Commission, on its own motion: 

(1) To determine whether The Ohio Fuel Gas Company is a natural-gas com- 
pany within the meaning of the Natural Gas Act; and 

(2) Into and concerning all rates, charges, or classifications demanded, ob- 
served, charged, or collected by The Ohio Fuel Gas Company in connection with 
any transportation or sale of natural gas subject .to the jurisdiction of the Com- 
mission, and any rules, regulations, practices, or contracts affecting such rates, 
charges, or classifications ; and 

The Commission, on its own motion, orders that: 

An investigation of The Ohio Fuel Gas Company be and it is hereby instituted 
for the purpose of enabling the Commission : 

(A) To determine with respect to the said company : 

(i) Whether it is a natural-gas company within the meaning of the Natural 
Gas Act; and 

(ii) Whether, in connection with any transportation or sale of natural gas 
subject to the jurisdiction of the Commission, any rates, charges, or classifications 
demanded, observed, charged, or collected, or any rules, regulations, practices, or 
contracts affecting such rates, charges, or classifications, are unjust, ureasonable, 
unduly discriminatory, or preferential ; and 

(B) After hearing has been had, to determine and fix by appropriate order 
or orders, just and reasonable rates, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter observed and in force, if the Commission 
shall have found that The Ohio Fuel Gas Company is a natural-gas company 
within the meaning of the Natural Gas Act, and that any of its rates, charges, clas- 
sifications, rules, regulations, practices, or contracts, subject to the jurisdiction of 
the Commission are unjust, unreasonable, unduly discriminatory, or preferential. 
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Order authorizing transmission of electrie energy to Canada 
Montana-Dakota Utilities Co. 
(Docket No. IT-5460) 
July 21, 1942 


It appearing that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission, by 
order adopted February 21, 1936, (docket No. IT-5333), authorized Montana- 
Dakota Power Company (now Montana-Dakota Utilities Co.), a Delaware corpora- 
tion, to transmit electric energy from a point in the State of North Dakota to a 
point on the international boundary line, United States and Canada, to serve retail 
consumers in the town of North Portal, Province of Saskatchewan, Canada ; 

(b) Pursuant to section 202 (e) of the Act, the Commission, by order adopted 
December 15, 1936 (docket No. IT-5460), authorized Montana-Dakota Utilities Co., 
hereinafter referred to as the company, a Delaware corporation, having its office 
and principal place of business in Minneapolis, Minnesota, to transmit electric 
energy from a point in the State of North Dakota to a point on the international 
boundary line, United States and Canada, to serve retail consumers in the town 
of North Gate, Province of Saskatchewan, Canada ; 

(c) The company seeks authority under section 202 (e) of the Act to transmit 
electric energy from two additional points in the State of North Dakota to points 
on the international boundary line between the United States and Canada to serve 
retail consumers in the communities of Elmore and Marienthal, both in the 
Province of Saskatchewan, Canada; 

(d) On April 16, 1942, the company accepted the terms and conditions of a 
Presidential Permit signed by the President of the United States on May 18, 1942, 
for the operation, maintenance, and connection at the border of the United States 
of facilities for the transmission of electric energy to Canada: 

The Commission finds that: 

(1) The company is the owner of the source of supply and is the transmitter 
of electric energy to Canada at the two points described in paragraph (c) above; 

(2) The electric energy hereinafter authorized to be transmitted to Canada is 
not needed to supply consumers in the United States ; 

(3) The transmission of electric energy hereinafter authorized will not impede 
or tend to impede the coordination in the public interest of facilities subject to 
the jurisdiction of the Commission ; 

(4) The transmission of electric energy to Canada by the company will be 
consistent with the public interest if the amount of such energy to be transmitted 
is limited as hereinafter fixed ; and 

It is ordered that: 

(A) The company be and it is hereby authorized to transmit electric energy 
from the United States to Canada at the two points on the international boundary 
United States and Canada, adjacent to the communities of Elmore and Marien- 
thal, both in the Province of Saskatchewan, Canada, subject, however, to the 
authority reserved in the Commission : 

(i) To require from the company such reports with respect to the transmission 
of electric energy to Canada as the Commission may deem necessary from time 
to time; 

(ii) To modify, from time to time, or to terminate the authority to transmit 
electric energy to Canada ; 
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(B) The amount of electric energy authorized to be transmitted by the com- 
pany from the United States to Canada is hereby limited as follows: 

At Marienthal, up to 2,000 kilowatt-hours per year at a rate not to exceed 
5 kilowatts; 


At Elmore, up to 1,000 kilowatt-hours per year at a rate not to exceed 2.5 
kilowatts ; 


At North Portal, up to 50,000 kilowatt-hours per year at a rate not to exceed 
80 kilowatts; 

At North Gate, up to 6,000 kilowatt-hours per year at a rate not to exceed 5 
kilowatts; 

(C) The aforesaid authorizations to transmit electric energy from the United 
States to Canada shall not deprive any State, State regulatory commission, or 
the Dominion of Canada, of the exercise of the lawful authority vested in such 
State, State regulatory commision, or the Dominion of Canada, over the company ; 

(D) Transfer or assignment of the aforesaid authorizations by operation of 
law or otherwise except by involuntary transfer, including judicial sale and 
foreclosure sale, shall not be valid, and the aforesaid authorizations shall there- 
upon automatically terminaté, unless this Commission shall approve such trans- 
fer or assignment prior to the effective date thereof; 

(E) The aforesaid authorizations shall-not be construed as an acquiescence by 
the Commission in any valuation of property, rate schedules or in any operating 
statements claimed or asserted herein by said company ; 

(F) The aforesaid authorizations shall terminate automatically upon the 
termination or expiration of the Presidential Permit described in paragraph (d) 
hereof ; subject, however, to renewal of the authorizations upon a finding by the 
Commission that renewal is not inconsistent with the public interest ; 

(G) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order; 

(H) The limitation of amount of electric energy to be transmitted to Canada 
by the company contained in paragraph (B) hereof shall be effective 60 days 
from the date of receipt of this order, 


Order authorizing temporary increase in allowance for working capital 
Chicago District Electric Generating Corporation 
(Docket No. IT-—5500) 
July 21, 1942 


Upon application of the Chicago District Electric Generating Corporation re- 
questing permission to include in the allowance for working capital the invest- 
ment necessary for a 120-day supply of coal in lieu of the investment necessary 
for a 90-day supply allowed in the Commission’s opinion and order of July 16, 
1941, In the Matter of Chicago District Electric Generating Corporation, 2 F. P. C. 
412; 

The Commission orders that: 

(A) The Chicago District Electric Generating Corporation in adjusting its 
charges to the Commonwealth Edison Company, pursuant to the Commission’s 
order of July 16, 1941, for the last six months of 1942 and thereafter until further 
order of the Commission (but in no event for a period greater than the duration 
of the war) may include in the allowance for working capital its actual invest- 
ment in coal reserve not to exceed a 120-day on-site supply; 
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(B) The additional investment in coal reserve over and above the investment 
in coal reserve provided for in the order of July 16, 1941, shall be apportioned 
to Commonwealth Edison Company in the same manner as set out for working 
capital in the order of July 16, 1941. 


Order instituting investigation 


Arkansas Power & Light Company, Electric Bond & Share Company, Electric 
Power & Light Corporation, and Ebasco Services, Incorporated 


(Docket No. IT-5794) 
July 21, 1942 


It appearing to the Commission that: 

(a) Arkansas Power & Light Company, hereinafter sometimes referred to as 
Arkansas, owns and operates facilities for the transmission and sale of electric 
energy at wholesale in interstate commerce and is a “public utility” as that 
term is defined in the Federal Power Act; 

(b) Arkansas is controlled by and is a subsidiary of Blectric Power & Light 
Corporation, which is in turn controlled by and is a subsidiary of Blectric 
Bond & Share Company ; 

(c) Ebasco Services, Incorporated, the Electric Bond & Share System service 
company, rendering various services to the operating subsidiaries of that system, 
is controlled by and is a subsidiary of Electric Bond & Share Company ; 

(d@) Ebasco Services, Incorporated, renders services to Arkansas and assisted 
Arkansas in the preparation of its purported reclassification of accounts and 
original cost studies filed with this Commission ; 

(e) Pursuant to the requirements of electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees, effective January 1, 1937, and the Commission’s order of May 11, 
1937, Arkansas filed its purported reclassification of accounts and original cost 
studies with this Commission on May 31, 1940; 

(f) The proposed reclassification of accounts and original cost studies filed 
by Arkansas purport to state the original cost of properties acquired by Arkansas 
and its predecessors ; 

(g) The staff of the Commission has undertaken a field examination of 
Arkansas’ purported reclassification of accounts and original cost studies; 

(h) In the course of the field examination, Arkansas has been requested to 
make available to the staff of the Commission all minute books, general and sub- 
sidiary books of account, including ledgers, journals and vouchers, and all other 
records, audits, reports, memoranda, data and information of whatsoever nature 
pertaining to the original cost of the properties acquired by Arkansas and its 
predecessors ; 

(4) Arkansas has failed or refused, without any satisfactory explanation 
therefor, to make available for inspection by the staff of this Commission the 
books and records referred-to in paragraph (h) hereof; 

(j) General instruction 2-C of the Commission’s Uniform System of Accounts 
prescribed for public utilities and licensees, effective January 1, 1937, forbids 
the destruction of any books or records which support entries to the accounts 
of a public utility unless the desiruction thereof is permitted by rules and regu- 
lations of the Commission ; 
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(k) By Order No, 54, adopted August 30, 1938, the Commission prescribed 
regulations governing the preservation of records of public utilities and licensees 
such as those referred to in paragraph (h) hereof, including records coming 
into the possession of the accounting utility in connection with the acquisition 
of property, such us by purchase, consolidation, merger, etc. ; 

(1) As a result of evidence developed in the investigation now being con- 
ducted in the matter of Mississippi Power & Light Company, Electric Bond & 
Share Company, Electric Power & Light Corporation and Ebasco Services, In- 
corporated, docket No. IT-5785, the Commission has reason to believe that books 
and records of predecessor companies of Mississippi Power & Light Company, 
which is also a subsidiary of Electric Power & Light Corporation, were sent out 
of the State of Mississippi and into the custody of Arkansas Power & Light 
Company, and have been or are being withheld or concealed by Arkansas ; 

(m) In the field examinations made by the staff of the Federal Power Com- 
mission of the purported reclassification of accounts and original cost studies 
filed with this Commission by operating subsidiaries of Electric Bond & Share 
Company, Such subsidiaries have pursued a regular course of conduct of failing 
to produce books and records of their predecessors, and such failures have been 
totally without satisfactory explanation therefor ; 

The Commission finds that: 

(1) There are reasonable grounds to believe that the books and records re- 
ferred to in paragraphs (hk) and (1) hereof have been withheld or destroyed in 
violation of the Federal Power Act and the Commission's rules and regulations 
promulgated thereunder ; 

(2) There are reasonable grounds to believe that Arkansas has violated the 
provisions of sections 301, 304, and 309 of the Federal Power Act, and other 
pertinent provisions of the Act, general instruction 2-C of the Commission’s 
Uniform System of Accounts prescribed for public utilities and licensees and 
Order No. 54, relating to the preservation of records of public utilities and 
licensees ; 

(3) The books and records referred to in paragraph (h) hereof, in whoseso- 
ever possession they may be, are material and relevant to the examination by 
the Commission’s staff of Arkansas’ reclassification of accounts and original cost 
studies, to the ascertainment and determination by the Commission of the 
original cost of Arkansas’ properties and of the appropriateness of Arkansas’ 
reclassification of its accounts and to the purposes of the investigation herein 
ordered ; 

(4) It is necessary, desirable and appropriate in the public interest to de- 
termine the whereabouts, possession, custody, control or disposition of the 
books and records referred to in paragraphs (h) and (1) hereof, the reason for 
Arkansas’ failure or refusal to make them available to the Commission's staff 
and to procure their production for examination by the staff of the Commission ; 

(5) All books, records, memoranda, correspondence, and data of whatso- 
ever nature relating to the whereabouts, possession, custody, control or dispo- 
sition of the books and records referred to in paragraphs (h) and (1) hereof, in 
whosesoever possession they may be, are relevant and material to the purposes 
of the investigation herein ordered ; 

The Commission orders that: 

(A) Pursuant to section 307 (a) of the Federal Power Act, an investigation 
be and‘it is hereby instituted for the purpose of aiding (1) in the enforcement 
of the provisions of the Federal Power Act; (2) in prescribing rules and regu- 
lations pursuant to the provisions of Sections 301 (a), (b), and (c), 304 (a) 
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and (b), and 309 of the Federal Power Act, and other pertinent provisions 
of the Act; (3) in the enforcement of the provisions, including general instruc- 
tion 2-C of the Commission’s Uniform System of Accounts prescribed for 
public utilities and licensees and Order No. 54; (4) The Commission's staff in 
the examination of Arkansas’ purported ‘reclassication of accounts and original 
cost studies; and (5) in the securing of information to serve as a basis for 
recommending further legislation concerning matters to which the Federal 
Power Act relates, as may appear to the Commission to be necessary and 
appropriate; for the purpose of determining the whereabouts, possession, con- 
trol, custody, or disposition of the books and records referred to in paragraphs 
(h) and (1) hereof and the reason for Arkansas’ failure or refusal to make 
them available; and for the purpose of determining whether there have been 
violations of sections 301 (a) and (b), and 304 (a) and (b) of the Federal 
Power Act, and other pertinent provisions of the Act, or of the Commission’s 
Uniform System of Accounts, Order No. 54, the order of May 11, 1937, and 
other pertinent rules, regulations or orders under the Federal Power Act; 

(B) Pursuant to section 307 (b) of the Federal Power Act, for the pur- 
poses of the investigation hereby instituted, George Slaff, Reuben Goldberg, 
Leonard Eesley and John J. O'Neil, together with such other officer or officers as 
the Commission may hereafter appoint or substitute, and each of them be and 
they hereby are designated officers of this Commission, and are hereby empowered 
to administer oaths and affirmations, subpoena witnesses, compel their attendance, 
take evidence, require the production of any books, papers, correspondence, 
memoranda or other records herein found relevant and material to the investi- 
gation, and to perform all other duties in connection therewith authorized by law; 

(C) The investigation hereby instituted begin and continue at such times 
and places as such officers, referred to in paragraph (B) hereof, or any of 
them, or the Commission, shall designate ; 

(D) Arkansas Power & Light Company, Electric Bond & Share Company, 
Electric Power & Light Corporation and Ebasco Services, Inc., grant free 
access to the members of the staff of this Commission to their property and their 
accounts, records, reports, memoranda, and any other data and information 
of whatsoever nature which may be in their custody, control or possession, 
including the books and records of the predecessor companies of Mississippi 
Power & Light Company, for the purposes of this investigation as herein set 
forth, when requested so to do. 


Order amending order of April 11, 1942, approving permanent connection for 
emergency use only 


The United Illuminating Company 
(Docket No. IT-5761) 


July 21, 1942 


The United Illuminating Company, applicant in the above-entitled proceeding, 
on July 2, 1942, filed an application for a further order with respect to the 
interconnection at Devon, Connecticut, between transmission facilities of the 
applicant and transmission facilities of The Connecticut Light and Power 
Company. 
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By the said application the applicant requests: 

(i) Approval of use of the aforesaid connection while Limitation Order 
L-94 or any order or orders of a similar nature issued by the War Production 
Board or by any other duly authorized department or authority of the United 
States shall be in effect ; 

(ii) Determination that during the period referred to in paragraph (i), 
above, the applicant shall not become subject to the jurisdiction of this Com- 
mission as a “public utility” under the Federal Power Act by reason of the 
aforesaid connection or use thereof; 

(iii) Determination that an emergency requiring immediate action, within“ 
the meaning of section 202 (d) of said Act, exists, insofar as the use of the 
said connection is concerned, and will continue for, the period referred to in 
paragraph (i), above; 

(iv) Determination that during the period referred to in paragraph (i), 
above, the use of the aforesaid connection will be an emergency use within 
the meaning of that term as used in this Commission’s order of April 11, 1942, 
approving the making of the aforesaid interconnection as a permanent con- 
nection for emergency use only. 

Upon consideration of said application, the record in the above-entitled 
proceeding, the record in the proceeding In the Matter of The Connecticut Light 
and Power Company, docket No. I'T-5665, and reports of its staff, the Commission 
finds further: 

(1) The state of war declared to exist by the Joint Resolutions of Congress 
approved December 8 and 11, 1941, and June 3, 1942, is resulting in increases 
in demand for electric energy, limitations on supply of fuel for electric generat- 
ing plants, and restrictions on the installation and construction of additional 
electric generating and transmitting facilities, constituting an emergency which 
will make necessary the use of the aforesaid connection to help assure and 
maintain an adequate supply of electric energy essential to the war effort; 

(2) The amendment to said order of April 11, 1942, hereinafter provided 
makes it unnecessary to pass upon other aspects of the aforesaid application; 

(3) Modification of the requirement for making of reports, as hereinafter 
provided, is appropriate to carry out the provisions of the Federal Power Act. 

Wherefore, the Commission orders that: 

(A) Subject to the condition hereinafter set forth, the aforesaid order of 
April 11, 1942, be and the same hereby is amended by adding thereto the following 
paragraph: 

“(F) During the aforesaid state of war, ‘emergency use’ in paragraphs (A) 
and (C) of this order, as amended, and within the meaning of the last clause of 
section 202 (d) of the Federal Power Act, in addition to the definition in section 
32.20 of the Commission’s Rules of Practice and Regulations, shall be deemed 
to include use of the aforesaid connection to help assure and maintain an 
adequate supply of electric energy essential to the war effort.” 

(B) Subject to the condition hereinafter set forth, paragraph (D) of said 
order of April 11, 1942, is amended by adding at the end thereof the following 
additional sentence: 

“No report under section 32.23 of the Commission’s Rules of Practice and 
Regulations need be made, however, when the only use made of the connection 
is that described in paragraph (F), above.” 

(C) The amendments hereinbefore made shall terminate and be without 
force or effect from and after 90 days from the cessation of existing war hostilities 
unless the Commission shall extend them by further order. 
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Order directing specific inquiry in connection with investigation 


Arkansas Power & Light Company, Electric Bond & Share Company, Hlectric 
Power & Light Corporation, and Ebasco Services, Incorporated 


(Docket No. IT-5794) 


July 25, 1942 


It appearing to the Commission that: 

(a) Members of the staff of the Federal Power Commission have been en- 
gaged in making a field examination of the reclassification of accounts and 
original cost studies submitted to the Commission by Arkansas Power & Light 
Company, hereinafter referred to sometimes as Arkansas; 

(b) In connection with the field examination, the staff of the Commission 
has undertaken an examination of correspondence, memoranda and other data 
in an effort to ascertain the whereabouts, possession, custody, control, or dis- 
position of the books and other records of companies predecessor to Arkansas 
which Arkansas has failed or refused to make available to said staff of the 
Commission though requested so to do; . 

(c) On July 22, 1942, certain members of the staff of the Commission were 
in the offices occupied by Arkansas in Simmons National Bank Building, Pine 
Bluff, Arkansas, in connection with the aforementioned examination ; 

(d) These certain members of the Commission’s staff noted that documents 
were being removed from the files of O. C.. Shores, Executive Assistant, and 
were being placed in a large waste paper basket for destruction ; 

(e) The proposed destruction by Arkansas of said documents was forthwith 
halted by the prompt action of the members of the staff of the Commission 
and an examination made of the said documents about to be destroyed by 
Arkansas ; 

(f) Such examination revealed that the documents marked for destruction 
related to the books and records which Arkansas has failed or refused to make 
available to the staff of the Commission, as well as various audit reports, in- 
cluding an audit report made by Haskins & Sells, of Arkansas and subsidiaries 
for the year 1940; 

(g) The destruction of the audit reports and the other records, of the nature 
sought to be destroyed by Arkansas, is prohibited by the Commission’s “Regu- 
lations to Govern the Preservation of Records of Public Utilities and Licensees” 
as prescribed by the Commission’s Order No. 54, effective August 1, 1938; 

(h) No satisfactory explanation for the attempted destruction of records 
on July 22, 1942, has been made; 

The Commission finds that: 

(1) There are reasonable grounds to believe that the attempted destruction 
of records on July 22, 1942, was intended to obstruct the ascertainment of the 
whereabouts of the books and records Arkansds has failed or refused to make 
available; 

(2) The attempted destruction appears to have been in vivlation of the Com- 
mission’s regulations governing the preservation of records of public utilities 
as prescribed by its Order No, 54 and was in violation of sections 301, 304, and 
309 of the Federal Power Act; 

The Commission orders that: 

The officers heretofore designated by the Commission’s order of July 21, 1942, 
instituting an investigation of Arkansas Power & Light Company, et al., inquire 
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specifically and fully into the attempted destruction of records on July 22, 1942, 
and at any other times, and report promptly to the Commission so that appro- 
priate steps may be taken to transmit the evidence to the Attorney General 
of the United States for the prosecution of Arkansas Power & Light Company, 
and such officers and persons in its employ against whom appropriate action 
should be taken in connection with the attempted destruction of records. 


Order authorizing transmission of electric energy to Mezico 
San Diego Gas & Electric Company 
(Docket No. IT-5743) 
July 28, 1942 


Upon application filed November 3, 1941, on behalf of San Diego Gas & Electric 
Company, .a California corporation with its principal office in the City of San 
Diego, California, for authority to transmit electric energy to Mexico pursuant to 
section 202 (e) of the Federal Power Act; and 

It appearing that: 

(a) The Commission, by letter dated December 26, 1941, notified the applicant 
that if it desired to commence the transmission of electric energy to Mexico at 
once, such action would not prejudice the Commission’s considerafion of the 
aforesaid application ; 

(b) The electric energy hereinafter authorized to be transmitted to Mexico 
will be generated in applicant’s steam generating plants in San Diego, California, 
and will be transmitted over one of applicant’s transmission lines to a point on 
the international boundary line, United States and Mexico, near Tia Juana, Baja 
California,-Mexico, where said line connects with the transmission facilities of 
M. P. Barbachano and Border Telephone and Light Company ; 

(c) The aforesaid electric energy will be sold by applicant under the rates and 
terms contained in a contract, dated October 6, 1941, between the applicant and 
the M. P. Barbachano and Border Telephone and Light Company, which con- 
tract was filed as Exhibit A to the aforesaid application ; 

(d) On May 25, 1942, the applicant accepted the terms and conditions of a 
Presidential Permit signed by the President of the United States on April 23, 
1942, authorizing the operation, maintenance, and connection at the border of the 
United States of facilities used in the transmission of electric energy to Mexico, 
hereinafter authorized ; and ; 

The Commission finds that: 

(1) The applicant is the owner of the source of supply and the transmitter of 
the electric energy hereinafter authorized to be transmitted to Mexico; 

(2) The electric energy hereinafter authorized to be transmitted to Mexico is 
not needed to supply consumers in the United States ; 

(3) The transmission of electric energy hereinafter authorized will not im- 
pede or tend to impede the coordination in the public interest of facilities subject 
to the jurisdiction of the Commission ; 

(4) The transmission of electric energy to Mexico by the applicant will be 
consistent with the public interest if the amount of such energy to be transmitted 
is limited as hereinafter fixed; and 

It is ordered that: 

(A) The San Diego Gas & Electric Company be and it is hereby authorized as 
of December 26, 1941, to transmit electric energy from the United States to 
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Mexico in accordance with the terms and conditions as set forth in said appli- 
cation filed on November 3, 1941, subject, however, to the authority reserved in 
the Commission ; 

(i) To require from the applicant such reports with respect to said trans- 
mission of electric energy as the Commission may deem necessary from time to 
time ; 

(ii) To modify, from time to time, or to terminate this authorization ; 

(B) The amount of electric energy herein authorized to be transmitted be and 
it is hereby limited to 8,640,000 kilowatt-hours per year at a rate not to exceed 
1,000 kilowatts ; 

(C) This authorization to transmit electric energy from the United States to 
Mexico shall not deprive any State, State regulatory commission, or the Republic 
of Mexico, of the exercise of the lawful authority vested in such State, State 
regulatory commission, or the Republic of Mexico, over the applicant ; 

(D) Transfer or assignment of this authorization by operation of law or 
otherwise, except by involuntary transfer, including judicial sale and foreclosure 
sale, shall not be valid, and this authorization shall thereupon automatically 
terminate unless this Commission shall approve such transfer or assignment prior 
to the effective date thereof ; 

(E) This authorization shall not be construed as an acquiescence by the Com- 
mission in any valuation of property, rate schedules, or in any operating state- 
ments claimed or asserted by the applicant ; 

(F) This authorization shall terminate automatically upon the termination or 
expiration of the Presidential Permit described in paragraph (d) hereof; subject, 
however, to renewal of the authorization upon a finding by the Commission that 
renewal is consistent with the public interest ; 

(G) The applicant shall comply with the provisions of Section 32.38 of the 
Commission’s Rules of Practice and Regulations; 

(H) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order; 

(I) The limitation of the amount of electric energy to be transmitted to 
Mexico by the applicant contained in paragraph (B) hereof shall be effective 60 
days from the date of this order. 


Order authorizing transmission of electric energy to Mewvico 
San Diego Gas & Electric Company 
(Docket No. IT-5550) 
July 28, 1942 


Upon application filed January 24, 1942, and supplemental application filed 
February 2, 1942, by San Diego Gas & Electric Company, a California corpora- 
tion, having its office and principal place of business in San Diego, California, for 
authority to transmit electric energy to Mexico pursuant to section 202 (e) of 
the Federal Power Act; and 

It appearing that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission by 
order adopted June 16, 1939, as modified by order of December 9, 1941, authorized 
San Diego Gas & Electric Company to transmit electric energy from a point in 
the State of California opposite Tecate, Baja California, Mexico, to the inter- 
national boundary line, United States and Mexico, and to deliver same to M. P. 
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Barbachano and Border Telephone and Light Company for distribution in Tecate, 
Mexico, and vicinity ; 

(b) The aforesaid authorization, as modified, terminated by its terms on May 
81, 1942, subject, however, to renewal upon a finding by the Commission that such 
renewal is consistent with the public interest ; 

(c) The electric energy hereinafter authorized to be transmitted to Mexico 
will be generated principally in the applicant’s steam generating plants in San 
Diego, California, and will be transmitted to and delivered at the international 
boundary line in substantially the same manner as heretofore authorized in the 
aforesaid orders of June 16, 1939, and December 9, 1941, except as hereinafter 
provided ; ° 

(d) The electric energy hereinafter authorized to-be transmitted to Mexico 
will be sold by the applicant under rates and terms contained in a contract, 
dated January 8, 1942, between the applicant and the M. P. Barbachano and 
Border Telephone and Light Company, which contract was filed as Exhibit A 
to the aforesaid application of February 2, 1942; 

(e) The applicant requests that it be authorized to transmit electric energy 
as follows: 

(i) Over the 12-kv line, up to 2,200,000 kilowatt-hours per contract year at 
a rate not to exceed 550 kilowatts; ° 

(ii) Over the 2.4-kv line, up to 200,000 kilowatt-hours per contract year at a 
rate not to exceed 80 kilowatts ; 

(f) On June 24, 1942, the applicant accepted the terms and conditions of a 
Presidential Permit signed by the President of the United States on May 18, 
1942, authorizing the operation, maintenance, and connection at the border of 
the United States of facilities used in the transmission of electric energy to 
Mexico, hereinafter authorized, which permit supersedes a Presidential Permit 
heretofore released by the Commission on December 9, 1941; 

The Commission, having considered the applications and the record thereon, 
finds that: 

(1) The applicant is the owner of the source of supply and the transmitter 
of the electric energy hereinafter authorized to be transmitted to Mexico; 

(2) The electric energy hereinafter authorized to be transmitted to Mexico 
is not needed to supply consumers in the United States; 

(3) The transmission of electric energy hereinafter authorized will not impede 
or tend to impede the coordination in the public interest of facilities subject to 
the jurisdiction of the Commission ; 

(4) The transmission of electric energy to Mexico by the applicant will be 
consistent with the public interest if the amount of such energy to be transmitted 
is limited as hereinafter provided ; and 

It is ordered that: 

(A) The San Diego Gas & Electric Company be and it is hereby authorized as 
of June 1, 1942, to transmit electric energy from the United States to Mexico 
in accordance with the terms and conditions as set forth in said applications filed 
on January 24 and February 2, 1942, subject, however, to the authority reserved 
in the Commission : 

(i) To require from the applicant such reports with respect to said transmis- 
sion of electric energy as the Commission may deem necessary. from time to 
time; 

(ii) To modify, from time to time, or to terminate this authorization ; 

(B) The amount of electric energy herein authorized to be transmitted be 
and it is hereby limited to the amounts and the rates set forth in paragraph (e) 
hereof ; 
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(C) This authorization to transmit electric energy from the United States to 
Mexico shall not deprive any State, State regulatory commission, or the Republic 
of Mexico, of the exercise of the lawful authority vested in such State, State 
regulatory commission, or the Republic gf Mexico, over the applicant; 

(D) Transfer or assignment of this authorization by operation of law or 
otherwise, except by involuntary transfer, including judicial sale and fore- 
closure sale, shall not be valid, and this authorization shall thereupon auto- 
matically terminate unless this Commission shall approve such transfer or 
assignment prior to the effective date thereof ; 

(E) This authorization shall not be construed as an acquiescence by the 
Commission in any valuation of property, rate schedules, or in any operating 
statements claimed or asserted by the applicant ; 

(F) This authorization shall terminate automatically upon the termination 
or expiration of the Presidential Permit described in paragraph (f) hereof; 
subject, however, to renewal of the authorization upon a finding by the Com- 
mission that renewal is consistent with the public interest ; 

(G) The applicant shall comply with the provisions of Section 32.38 of the 
Commission’s Rules of Practice and Regulations ; 

(H) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order. 


Order dismissing applications for authority to transmit electric energy to 
Mewico 


Piedras Negras Broadcasting Company and Central Power ‘and Light Company 
(Docket No. IT-5389) 
July 28, 1942 


Upon applications filed on July 13, 1936, and December 28, 1936, by the Piedras 
Negras Broadcasting Company (hereinafter referred to as the Broadcasting 
Company), a Mexican corporation with its principal office in Piedras Negras, 
Coahuila, Mexico, for authority to transmit electric energy from the United 
States to Mexico at a point on the international boundary near Eagle Pass, 
Texas, pursuant to section 202 (e) of the Federal Power Act; and 

It appearing that: 

(a) Central Power and Light Company, a Massachusetts corporation with 
principal office in Corpus Christi, Texas, the owner of the source of supply of 
the electric energy proposed to be transmitted, filed applications on July 17, 
1936, and February 23, 1937, joining in the aforesaid applications filed by the 
Broadcasting Company ; 

(b) C. M. Bres, @ stockholder in the Broadcasting Company, notified the 
Commission in letters dated June 2 and August 11, 1941, that the Broadcasting 
Company was dissolved in the latter part of 1938 or the early part of 1939 and 
that he, C. M. Bres, had acquired all the rights in the property formerly owned 
by the Broadcasting Company ; 

(c) C. M. Bres, together with others, has applied for authority to transmit 
electric energy from the United States to Mexico pursuant to section 202 (e) 
of the Federal Power Act (docket No. [T-5026) ; 

(d) The aforesaid applications filed by the Broadcasting Company and the 
Central Power and Light Company are still pending before the Commission ; 
and 
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The Commission finds that: 

Since the Broadcasting Company is no longer in existence, the aforesaid ap- 
plications filed by the Broadcasting Company and by Central Power and Light 
Company should be dismissed ; and 

It is ordered that: 

The aforesaid applications filed by the Broadcasting Company and by Central 
Power and Light Company be and they are hereby dismissed. 


Order authorizing transmission of electric energy to Mexico and modifying 
previous authorization granted February 25, 1936 


F. N. Garcia, C. M. Bres, Servicios Electricos de Piedras Negras, 8. A., and 
Central Power and Light Company 


(Docket No. IT-5026) 


July 28, 1942 

It appearing that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936 (docket No. IT-5026), authorized F. N. 
Garcia, a citizen of Mexico, and Central Power and Light Company, of Corpus 
Christi, Texas (owner of the source of supply), to transmit electric energy 
from a point in the United States near Eagle Pass, Texas, to a point near 
Piedras Negras, Coahuila, Mexico, subject to the further order of the Com- 
mission ; . 

(b) Servicios Electricos de Piedras Negras, S. A., a Mexican corporation, 
hereinafter referred to as the Mexican Company, has purchased from F. N. 
Garcia the transmission facilities over which said Garcia has heretofore been 
authorized to transmit electric energy to Mexico, and the Mexican Company has 
leased said transmission facilities to C. M. Bres; 

(c) The Mexican Company and C. M. Bres filed a petition on September 2, 
1941, for authorization under section 202 (e) of the Act to transmit electric 
energy from the United States to Mexico, and filed as part of said petition a copy 
of the contract under which C. M. Bres purchases electric energy from Central 
Power and Light Company for transmission to Mexico; 

(d) On June 8, 1942, the Mexican Company and C. M. Bres accepted the terms 
and conditions of a Presidential Permit signed by the President of the United 
States on May 18, 1942, authorizing the operation, maintenance, and connection 
at the border of the United States of facilities used in the transmission of electric 
energy to Mexico, heretofore and hereinafter authorized; and 

The Commission finds that: 

(1) C. M. Bres is the transmitter of said electric energy to Mexico and the 
Mexican Company is the owner of the facilities used in said transmission, and 
the aforesaid C. M. Bres and the Mexican Company should be authorized, in 
lieu of F. N. Garcia, to transmit said energy ; 

(2) The electric energy hereinafter authorized to be transmitted to Mexico 
is not needed to supply consumers in the United States; 

(3) The transmission of electric energy hereinafter authorized will not impede 
or tend -to impede the coordination in the public interest of facilities subject to 
the jurisdiction of the Commission ; 

(4) The transmission of electric energy to Mexico by C. M. Bres; the Mexican 
Company, and Central Power and Light Company will be consistent with the 
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public interest if the amount of such energy to be transmitted is limited as here- 
inafter fixed; and 

It is ordered that: 

(A) The aforesaid February 25, 1936, order be and it is hereby rescinded 
insofar as it authorized F. N. Garcia to transmit electric energy from the 
United States to Mexico; 

(B) C. M. Bres, the Mexican Company and Central Power and Light Company 
be and they are hereby authorized to transmit electric energy from the United 
States to Mexico in accordance with the terms and conditions as set forth in 
said application filed on September 2, 1941; subject, however, to the authority 
reserved in the Commission: 

(i) To require from said parties such reports with respect to said transmission 
of electric energy as the Commission may deem necessary from time to time; 

(ii) To modify, from time to time, or to terminate, the authorization; 

(C) The amount of electric energy herein authorized to be transmitted be 
and it is hereby limited to 300,000 kilowatt-hours per year at a rate not te exceed 
250 kilowatts; 

(D) This authorization shall not deprive any State, State regulatory com- 
mission, or the Republic of Mexico of the exercise of the lawful authority vested 
in such State, State regulatory commission, or the Republic of Mexico over the 
parties to the authorization ; 

(EB) Transfer or assignment of this authorization by operation of law or other- 
wise except by involuntary transfer, including judicial sale and foreclosure sale, 
shall not be valid, and the authorization shall thereupon automatically terminate 
unless this Commission shall approve such transfer or assignment prior to the 
effective date thereof; 

(F) This authorization shall not be construed as an acquiescence by the Com- 
mission in any valuation of property, rate schedules, or in any operating state- 
ments claimed or asserted herein by the parties to the authorization ; 

(G) This authorization shall terminate automatically upon the termination or 
expiration of the Presidential Permit described in paragraph (d) hereof; subject, 
however, to renewal of the authorization upon a finding by the Commission that 
renewal is consistent with the public interest ; 

(H) The parties to this authorization shall comply with the provisions of sec- 
tion 32.38 of the Commission’s Rules of Practice and Regulations ; 

(1) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order ; 

(J) The limitation of the amount of electric energy to be transmitted to 
Mexico by the parties to this authorization contained in paragraph (C) hereof 
shall be effective 60 days from the date of receipt of this order. 


Order authorizing transmission of electric energy to. Mexico and modifying 
previous authorization granted February 25, 1936 


O. Losoya, Light and Power Company of Acuna, S. A., and Central Power and 
Light Company 


(Docket No. IT-5024) 


July 28, 1942 
It appearing that: 
(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission, by 
order adopted February 25, 1986, authorized O. Losoya, a citizen of Mexico, and 
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Central Power and Light Company, of Corpus Christi, Texas (owner of the source 
of supply), to transmit electric energy from a point near Del Rio, Texas, to a 
point near Villa Acuna, Coahuila, Mexico, sybject to the further order of the 
Commission ; 

(b) An application filed October 21, 1940, by Light and Power Company of 
Acuna, S. A., for Presidential Permit, in accordance with Executive Order No. 
8202 and Commission Order No. 67, shows that the company, rather than O. 
Losoya, is the transmitter of electric energy to Mexico and is the owner of the 
facilities used in said transmission ; 

(c) In view of this showing, Light and Power Company of Acuna, §. A., at the 
request of the Commission, filed an application on September 18, 1941, for authori- 
zation under section 202 (e) of the Act to transmit electric energy from the United 
States to Mexico; 

(d@) Central Power and Light Company has reported to the Commission that it 
has an existing and presently effective contract with O. Lesoya, made in behalf 
of Light and Power Company of Acuna, 8. A., and that it is at the present time 
delivering, under this contract, electric energy to a metering point near Del 
Rio, Texas, for transmission to Mexico; 

(e) On May 22, 1942, Light and Power Company of Acuna, §. A., accepted 
the terms and conditions of a Presidential Permit signed by the President of 
the United States on April 23, 1942, authorizing the operation, maintenance, and 
connection at the border of the United States of facilities used in the trans- 
mission of electric energy to Mexico, heretofore and hereinafter authorized; and 

The Commission finds that: 

(1) Light and Power Company of Acuna, S. A. is the transmitter of said 
electric energy to Mexico and the owner of the facilities used in said trans- 
mission, and should be authorized, in lieu of O. Losoya, to transmit said energy ; 

(2) The electric energy hereinafter authorized to be transmitted to Mexico 
is not needed to supply consumers in the United States ; 

(3) The transmission of electric energy hereinafter authorized will not impede 
or tend to impede the coordination in the public interest of facilities subject to 
the jurisdiction of the Commission ; 

(4) The transmission of electric energy by Light and Power Company of 
Acuna, 8. A., and Central Power and Light Company to Mexico will be con- 
sistent with the public interest if the amount of such energy to be trans- 
mitted is limited as hereinafter fixed; and 

It is ordered that: 

(A) The aforesaid February 25, 1936, order be and it is hereby rescinded in 
so far as it authorized O. Losoya to transmit electric energy from the United 
States to Mexico; 

(B) Light and Power Company of Acuna, 8. A. and Central Power and 
Light Company be and they are hereby authorized to transmit electric energy 
from the United States to Mexico in accordance with the terms and conditions 
as set forth in said application filed on September 18, 1941; subject, however, to 
the authority reserved in the Commission: 

(i) To require from said companies such reports with respect to said trans- 
mission of electric energy as the Commission may deem necessary from time to 
time; 

(ii) To modify, from time to time, or to terminate, the authorization; 

(C) The amount of electric energy herein authorized to be transmitted be 
and it is hereby limited to 5,000,000 kilowatt-hours per year at a rate not to 
exceed 1,500 kilowatts; 

(D) This authorization shall not deprive any State, State regulatory com- 
mission, or the Republic of Mexico of the exercise of the lawful authority 
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vested in such State, State regulatory commission, or the Republic of Mexico 
over said companies ; 

(E) Transfer or assignment of this authorization by operation of law or 
otherwise except by involuntary transfer, including judicial sale and fore- 
closure sale, shall not be valid, and the authorization shall thereupon auto- 
matically terminate unless this Commisison shall approve such transfer or 
assignment prior to the effective date thereof; 

(F) This authorization shall not be construed as an acquiescence by the 
Commission in any valuation of property, rate schedules, or in any operating 
statements claimed or asserted herein by said companies ; 

(G) This authorization shall terminate automatically upon the termination 
or expiration of the Presidential Permit described in paragraph (e) hereof; 
subject, however, to renewal of the authorization upon a finding by the Com- 
mission that renewal is consistent with the public interest; 

(H) The said companies shall comply with the provisions of section 32.38 
of the Commission's Rules of Practice and Regulations; . 

(I) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order; 

(J) The limitation of the amount of electric energy to be transmitted to 
Mexico by said companies contained in paragraph (C) hereof shall be effective 
60 days from the date of receipt of this order. 





Order authorizing issuance of note and loan agreement 
California Blectric Power Company 
(Docket No. I'T-5791) 


July 31, 1942 























California Electric Power Company (hereinafter referred to as the “applicant”), 
having its principal business office at Riverside, California, by application filed 
June 30, 1942, applied for an order pursuant to section 204 of the Federal 
Power Act authorizing it to issue its note to Bank of America National Trust 
and Savings Association and to enter into a loan agreement ancillary to such 
note, said loan agreement to be entered into by and between said Bank, appli- 
eant, and the Interstate Telegraph Company (hereinafter referred to as “Inter- 
state”), a wholly owned subsidiary of the applicant. Supplemental data in 
support of the said application were subsequently received. 

From the application, as supplemented, and the record thereon, it appears 
that: 

(a) The proposed note will be in the amount of $250,000 bearing interest at 
the rate of 3 percent per annum and payable $10,000 on the first day of the 
fourth month after date and $7,500 per month thereafter for 32 months. Appli- 
cant will receive the face amount of the note and will pay no underwriter’s or 
finder’s fee. It will use the proceeds to purchase 250,000 shares of $1 par value 
common capital stock of Interstate. Interstate will use the funds derived from 
the sale of such shares to enable it to extend its facilities to render increased 
communication service necessitated by the location of various Army establish- 
ments in or adjacent to the area already served by Interstate. The cost of 
such additions is estimated at approximately $277,000. 

(b) Written notice of the application has been duly given to the Arizona 
Corporation Commission, The Railroad Commission of the State of California, 
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the Public Service Commission of Nevada, and to the Governor of each of 
those States. Notice of the application was also published in the Federal Register 
on July 2, 1942, stating that any person desiring to be heard or to make any 
protest in reference to the application should file a petition or protest on or 
before July 17, 1942. No protest, petition, or request to be heard in opposition 
to the granting of the application has been received. 

(c) The Arizona Corporation Commission by its order of June 23, 1942, 
granted an application by the applicant for permission to issue the aforesaid 
proposed note. The Railroad Commission of the State of California by its 
order of July 7, 1942, authorized issuance of the aforesaid note and loan agree- 
ment and purchase of stock of Interstate by the applicant. 

Upon consideration of the application as supplemented and the record thereon, 
the Commission finds as follows: 

(1) The applicant is a corporation organized and existing under the laws 
of the State of Delaware and is engaged in the business of generating, trans- 
mitting, and distributing electric energy to the public within the States of Cali- 
fornia, Arizona and Nevada. 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
and among the aforesaid States and consumed by persons other than the trans- 
mitter thereof at points outside the respective States from which it is trans- 
mitted. The applicant is, therefore, a public utility within the meaning of that 
term as used in said section 204 of the Act. 

(3) By the proposed issuance of note and execution of the ancillary loan 
agreement the applicant will issue a security within the meaning of the term 
as used in section 204 (a) of the Act. 

(4) The States of Delaware and Nevada do not have laws under which the 
issuance of the proposed security is regulated by a state commission and the 
proposed issue is therefore not exempted from the requirements, of said section 
204 (a) by the provisions of section 204 (f) of said Act. 

(5) The proposed issuance of security as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is consistent with the proper performance by 
the applicant of service as a public utility and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

Wherefore, the Commission orders that: 

(A) Subject to the terms hereof, the issuance of the aforesaid note and loan 
agreement be and the same hereby is authorized upon the terms and conditions 
and for the purposes set forth in the application. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
which may come before this Commission or before such other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(C) This authorization shall expire unless acted upon within ninety (90) days 
after the entry of this order. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 

(E) The applicant shall report with reference to the subject matter hereof as 
required by the Commission’s Rules of Practice and Regulations. 
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Order authorizing transmission of electric energy to Mewico 


California Electric Power Company and Compania De Luz Electrica De 
Mexicali, 8. A. 


(Docket No. IT-5751) 
July 31, 1942 


Upon joint application filed November 7, 1941, by California Electric Power 
Company, a Delaware corporation having its principal place of business at 
Riverside, California, and Compania De Luz Electrica De Mexicali, 8. A. a 
Mexican corporation having its principal place of business at Mexicali, Baja 
California, Mexico, for authority to transmit electric energy to Mexico pursuant 
to section 202 (e) of the Federal Power Act; and 

It appearing that: 

(a) The electric energy hereinafter authorized to be transmitted to Mexico 
is generated by California Electric Power Company and is delivered from its 
Calexico substation over a 16.5 kv line to the Mexicali substation of Compania De 
Luz Electrica De Mexicali, S. A., situated on the California side of the interna- 
tional boundary line near Calexico, California; said energy is then transmitted 
across the international boundary line into Mexico over three lines, two of 16,500 
volts and one of 2,300 volts; 

(6) The aforesaid electric energy is sold by California Electric Power Company 
to Compania De Luz Electrica De Mexicali, S. A., under the rates and terms 
contained in a revised contract between said applicants, dated September 10, 
1941, which contract was filed with the Commission on September 29, 1941; 

(c) On November 7, 1941, pursuant to the provisions of Executive Order No. 
8202, dated July 13, 1939, and in accordance with the provisions of Order No. 67 
of this Commission, dated November 38, 1939, the applicants filed a joint applica- 
tion for a Presidential Permit for the operation, maintenance, and connection of 
the facilities used in the transmission of electric energy. to Mexico; 

The Commission finds that: 

(1) California Electric Power Company is the owner of the source of supply 
and Compania De Luz Electrica De Mexicali, S. A., is the transmitter of the 
electric energy hereinafter authorized to be transmitted to Mexico; 

(2) The electric energy hereinafter authorized to be transmitted to Mexico is 
not needed to supply consumers in the United States nor will the transmission of 
said energy impede oy tend to impede the coordination in the public interest of 
facilities subject to the jurisdiction of the Commission ; 

(3) The transmission of electric energy to Mexico hereinafter authorized will 
be consistent with the public interest if the amount of such energy to be trans- 
mitted is limited as hereinafter fixed; and 

It is ordered that: 

(A) California Electric Power Company and Compania De Luz Electrica De 
Mexicali, S. A., be and they hereby are jointly authorized to transmit electric 
energy from the United States to Mexico in accordance with the terms and condi- 
tions as set forth in said application filed on November 7, 1941, subject, however, 
to the authority reserved in the Commission : 

(i) To require from the applicants such reports with respect to said trans- 
mission of electric energy as the Commission may deem necessary from time to 
time ; 

(ii) To modify, from time to time, or to terminate this authorization ; 
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. 

(B) The amount of electric energy herein authorized to be transmitted is 
hereby limited to 4,500,000 kilowatt-hours per year at a rate not to exceed 1,100 
kilowatts ; 

(C) This authorization to transmit electric energy from the United States to 
Mexico shall not deprive any State, State regulatory commission, or the Re- 
public of Mexico of the exercise of the lawful authority vested in such State, 
State regulatory commission, or the Republic of Mexico, over the applicants ; 

(D) Transfer or assignment of this authorization by operation of law or other- 
wise, except by involuntary transfer, including judicial sale and foreclosure sale, 
shall not be valid, and this authorization shall thereupon automatically terminate 
unless this Commission shall approve such transfer or assignment prior to the 
effective date thereof; 

(E) This authorization shall not be construed as an acquiescenee by the Com- 
mission in any valuation of property, rate schedules, or in any operating state- 
ments claimed r asserted by the applicants; 

(F) This authorization shall terminate automatically upon the termination 
or expiration of the Presidential Permit described in paragraph (c) hereof; 
subject, however, to renewal of the authorization upon a finding by the Com- 
mission that renewal is consistent with the public interest ; 

(G) The applicants shall file with the Commission all rate schedules, supple- 
ments, notices of succession in ownership or operation, notices of cancellation, 
and certificates of concurrence with respect to the energy to be transmitted in 
the form and manner specified in section 35.1 to section 35,12 of the Commission’s 
Rules of Practice and Regulations; 

(H) The aforesaid Presidential Permit shall be released by the Commission 
simultaneously with the delivery of this order; 

(I) The limitation of the amount of electric energy to be transmitted to 
Mexico by the applicants contained in paragraph (B) hereof shall be effective 60 
days from the date of this order. 


Order authorizing permanent connection for emergency use only 
The Connecticut Light and Power Company 
(Docket No. I'T-5793) 
August 4, 1942 


. 

The Connecticut Light and Power Company (hereinafter referred to as appli- 
cant), a corporation having its principal business office in Hartford, Connecticut,. 
on July 11, 1942, filed an application for an order by this Commission with respect 
to a proposed interconnection between transmission facilities of the applicant, 
and transmission facilities of The Connecticut Power Company at New Britain, 
Connecticut. 

By the said application the applicant requests issuance of an order: 

(i) “Approving a temporary connection (hereinafter called the ‘interconnec- 
tion’) at New Britain, Connecticut, between transmission facilities of the Appli- 
cant and transmission facilities of The Connecticut Power Company.” 

(ii) “Approving, during the continuance of the war in which the United 
States is now engaged, the transfer of primary power from a power source to 
an area in which a capacity shortage may develop; the transfer of energy in 
an effort to conserve fuel; the transfer of energy to relieve a present or antici- 
pated fuel supply shortage; the transfer of energy to replace inadequate stream 
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flow essential to hydro-generated energy; the transfer of energy necessitated by 
apparatus failure; and the compliance with any ordér, oral or written, that 
the War Production Board or any other authorized agency of the United States, 
or any agent thereof, may issue that mdkes necessary or convenient the use 
of the interconnection.” : 

(iii) “Decreeing that the applicant shall not become subject to the jurisdic- 
tion of the Commission by reason of the interconnection, or by reason of the 
operation of the transmission of electric energy thereby; and further that said 
interconnection and said contemplated operations as set forth in paragraph (2) 
[(ii), above] hereof shall have no effect upon the case of the Applicant now 
pending before the Federal Power Commission in docket No. IT-5665.” 

Upon consideration of said application, the record in the proceedings In the 
Matter of The Connecticut Light and Power Company, docket No. IT-5665, and 
the 1941 power system statement (FPC Form 64) of the applicant, the Com- 
mission finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Connecticut. 

(2) Applicant has been determined to be a “public utility” within the meaning 
of that term as used in the Federal Power Act and subject as such to the juris- 
diction of this Commission, by order of this Commission issued May 15, 1942 
(modified June 23, 1942, to change the time fixed for compliance with certain 
accounting requirements of this Commission). The applicant has announced its 
intention to petition for a review of said order pursuant to provisions of section 
313 (b) of said Act. : 

(3) The proposed interconnection is to be made between a double circuit 66-kv 
transmission line of the applicant, terminating at its New Britain, Connecticut, 
substation and a double circuit 66-kv transmission line of The Connecticut Power 
Company which passes somewhat more than a mile south of the New Britain 
substation of the applicant. A tap line leads from The Connecticut Power Com- 
pany’s line to the applicant’s substation. A substantial part of the facilities 
for the said interconnection have been in place for several years, a previous 
interconnection having been maintained there until August 24, 1935, restored 
August 27, 1935, and maintained in operation until May 29, 1936. The proposed 
interconnection will be completed by restoration of one span of conductors in 
said tap line, the installation of a 25,000 kw tap-changing transformer and an 
additional oil circuit breaker for one of the two circuits of the tap line, ‘with 
incidental facilities and construction. 

(4) The proposed interconnection, physically, will be of a permanent nature. 

(5) The state of war declared to exist by the Joint Resolutions of Congress 
approved December 8th and 11th, 1941, and June 3, 1942, is resulting in an 
increase in demands for electric energy, limitations on the supply of fuel for 
electric generating plants, and restrictions on the installation and construction 
of additional electric generating and transmission facilities, constituting an 
emergency which will make necessary the use of the aforesaid interconnection 
to help assure and maintain an adequate supply of electric energy essential 
to the war effort. 

(6) The duration of the use of the interconnection, as proposed and as herein 
above found necessary, cannot now be limited to a stated period of time. 

(7) The proposed interconnection will be a permanent connection within 
the meaning of section 202 (d) of the Federal Power Act. 

(8) Use of the proposed interconnection as described in paragraph (A) hereof, 
will probably be of such nature that the interconnection will be a facility for 
the transmission and sale at wholesale of electric energy in interstate commerce. 
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(9) It is in the public interest that the proposed interconnection be made 
for the use described in paragraph (A) hereof. To encourage and expedite 
the making of such interconnection, it is in the public interest to provide that 
the applicant shall not thereby, or by reason of such use of the interconnection, 
be held to be subject, as a “public utility” under the Federal Power Act, to the 
jurisdiction of this Commission. 

(10) The provisions of this order as herein set forth make it unnecessary 
to pass upon other aspects of the aforesaid application. 

(11) Waiver as hereinafter provided of the requirement for the making 
of reports is appropriate to carry out the provisions of the Federal Power 
Act. 

Wherefore, the Commission orders that: 

(A) Subject to the conditions hereinafter set forth, approval be and the same 
hereby is given pursuant to section 202 (d) of the Federal Power Act for the 
making of the above-described permanent interconnection for emergency use 
only. Such emergency use is hereby defined to include use as defined in sec- 
tion 82.20 of the Commission’s Rules of Practice and Regulations and, during 
the aforesaid state of war, use to help assure and maintain an adequate supply 
of electric energy essential to the war effort. 

(B) Subject to the conditions hereinafter set forth, the making of the pro- 
posed connection for use as aforesaid, and such use, shall not subject the 
applicant to the jurisdiction of this Commission as a “public utility” under the 
Federal Power Act. 

(C) This order shall terminate and be without force or effect from and 
after 90 days from the cessation of existing war hostilities, unless the Com- 
mission shall extend it by further order, and it shall be and remain effective, 
in any event, only while the aforesaid decision of this Commission that ap- 
plicant is a “public utility” and subject as such to the jurisdiction of this 
Commission under the Federal Power Act, is under court review and not 
finally disposed of, and thereafter only if such decision is set aside on the 
merits in such review proceedings. 

(D) The exemption effected by this order is expressly limited to the making 
and use of the aforesaid interconnection at New Britain, and any changes in 
operation resulting therefrom shall be without prejudice or advantage to the 
existing rights and obligations of the applicant with respect to the decision 
of this Commission concerning its jurisdiction over the applicant in the proceeding 
entitled In the Matter of The Connecticut Light and Power Company, docket 
No. IT-5665. 

(E) The requirement of section 32.23 of the Commission’s Rules of Practice 
and Regulations, insofar as it applies to the aforesaid connection, is waived 
while this order is effective. 


Order authorizing disposition of amounts to capital surplus 
West Virginia Power & Transmission Company 
(Docket No. I'T-5788) 

August 11, 1942 


It appearing to the Commission that: 

(a) On November 29, 1939, West Virginia Power & Transmission Company, 
hereinafter sometimes referred to as “West Virginia,” filed its proposed reclassi- 
fication and original cost studies required by electric plant accounts instruction 
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2-D of the Commission’s Uniform System of Accounts prescribed fur public 
utilities and licensees, effective January 1, 1937, and the Commission’s order 
of May 11, 1937; 

(b) By letter dated August 22,1940, West Virginia was advised that its 
reclassification and original cost studies had been accepted for filing but that 
“such acceptance shall under no circumstances be construed as approval of 
the figures contained therein, but, on the contrary, the Commission reserves the 
full right at any time in the future to make such examination and analysis of the 
studies submitted, including an examination of the books of account and other 
documents in possession of the company, as it may deem warranted, and to order 
such adjusting entries as may be appropriate” ; 

(c) No field study of West Virginia’s reclassification and original cost studies 
has yet been made by the staff of the Commission ; 

(d) On May 22, 1942, West Virginia requested the Commission’s authority 
to dispose of. $1,398,210.50 from Account 100.6, electric plant in process of re- 
classification, representing the write-up remaining on the books of account of 
West Virginia, arising out of a revaluation of certain of that company’s assets 
made in 1926 and placed upon the books of West Virginia by a charge to Account 
270, capital surplus, which capital surplus was created as a result of said 
revaluation ; 

The Commission finds that: 

The proposed disposition of the amount of $1,398,210.50, by a charge to Account 
270, capital surplus, is in accordance with correct accounting principles and the 
Commission's Uniform System of Accounts prescribed for public utilities and 
licensees ; 

The Commission orders that: 

(A) West Virginia dispose of the amount of $1,398,210.50 by a charge to Ac- 
count 270, capital surplus, provided, however, that the authorization for disposal 
of said amount shall not be construed as a waiver of the reservation referred to 
in paragraph (b) above; 

(B) West Virginia submit within thirty days from the date of this order 
certified copies of the entries giving effect to the disposition of the amount of 
$1,398,210.50, as herein directed. 


Order approving disposition of amounts classified in Account 107, electric plant 
adjustments, and amounts classified in other utility plant—water, within Ac- 
count 108, other utility plant 


Kingsport Utilities, Incorporated 
(Docket No. IT-5729) 
August 11, 1942 


It appearing to the Commission that: 

(a) On August 9, 1939, Kingsport Utilities, Incorporated, hereinafter referred 
to as “company,” submitted proposed reclassification and original cost studies 
required by electric plant accounts instruction 2—-D of the Commission’s Uniform 
System of Accounts prescribed for public utilities and licensees, and the Com- 
mission’s order of May 11, 1937; : 

(b) The Commission’s staff made a field examination of the company’s studies 
and on June 26, 1941, submitted to the Commission a report entitled “Kingsport 
Utilities, Incorporated, Kingsport, Tennessee, Report on the Reclassification and 
Original Cost Studies of Electric Plant as at January 1, 1937” ; 
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(ce) The Commission’s staff report was transmitted to the company on June 
27, 1941, with the requests that the accounting adjustments indicated in the report 
be made, a copy of adjusting journal entries be submitted, and plans be submitted 
for disposition of the amount of $243,862.50 classified in Account 107, electric plant 
adjustments, and the amount of $449,073.68 included in other utility plant—water, 
within Account 108, other utility plant; 

(d) By letter dated August 28, 1941, the company indicated its acceptance of 
the adjustments shown in the Commission’s staff report and submitted (1) a 
journal entry, recorded on its books during August, 1941, reflecting such adjust- 
ments and (2) plans for disposition of the amounts classified in Account 107, 
electric plant adjustments, and in other utility plant—water, within Account 
108, other utility plant; 

(e) Thereafter, before any action was taken on said application, a letter was 
received from the company, dated October 23, 1941, advising the Commission that 
certain additional modifications of the adjustments set forth in the staff report 
of the Commission were necessary ; 

(f) As a result of a conference between representatives of the company and the 
staff of the Commission, held on November 25, 1941, certain additional modifica- 
tions of the adjustments set forth in the staff report were made and the following 
summary sets forth the company’s reclassification of utility plant after reflecting 
such modifications : 


Title of account Amount 
100. Electric plant: 


100.1 Electric plant in service $1, 433, 565. 52 
100.3 Construction work in progress 13, 865. 15 


Total electric plant 
107 ~=Electric plant adjustments 
108.2 Other utility plant--water 


Total utility plant 2, 118, 752. 92 
110 Other physical property 112, 900. 00 


Grand total 


(g) The nature of the items classified in Account 107, electric plant adjust- 
ments, and in Account 108.2, other utility plant—water, within Account 108, 
other utility plant, is as follows: 

Account 107: 
Write-up on acquisition of properties of predecessor companies 
from affiliated interests (due to excess of securities issued 
over cost of construction per predecessor books) $461, 470. 34 
Less : Amount assigned to Water Utility Department 208, 958. 80 


252, 511. 54 

Cost of recording deeds in connection with acquisition of prop- 
65.43 

Adjustment for over-retirement in connection with sale of 
property . (28, 717. 138) 
Write-up on books of predecessor-company 20, 002. 66 
Adjustment for over-retirement of power plant equipment._..__ (21, 613. 93) 
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Account 108.2: Z 
Write-up on acquisition of water properties of predecessor com- 


PSS eee ie. ceo a os ee a ete et $208, 958. 80 
Unrecorded retirements (including undistributed overheads)... 240, 114. 88 











































Bootie dee Sie id se EE he Ge ee ete 449, 073. 68 


671, 322. 25 


(h) The company proposes to dispose of the total amount of $671,322.25, 
classified in Accounts 107 and 108.2 by charging $525,000 thereof to Account 270, 
capital surplus; by charging $194,108.74 thereof to Account 271, earned surplus; 
by charging $2,544.57 thereof to Account 253, reserve for depreciation and 
amortization of other property, and by crediting an amount of $50,331.06 to 
Account 250, reserve for depreciation of electric plant; 

(i) In order to provide for such disposition, the company’s capital surplus 
of $275,000 has been increased to $525,000 by a cash contribution in the amount 
of $250,000 from American Gas & Electric Company, the parent company. 

The Commission finds that: 

The proposed plans for disposition of amounts classified in Accounts 107 and 
108.2, as described in paragraph (h) hereof, are in conformity with correct 
accounting principles and the Commission’s Uniform System of Accounts pre- 
scribed for public utilities and licensees. 

The Commission orders that: 

The company dispose of the amounts classified in Accounts 107 and 108.2, as 
described in paragraph (h) hereof. 


Order approving disposition of amounts in Account 107, electric plant adjustments 
Minnesota Utilities Company 
(Docket No. IT-5715) 


August 11, 1942 





It appearing to the Commission that: 
(a) On November 4, 1940, Minnesota Utilities Company, hereinafter some- 
times referred to as “Minnesota,” filed its proposed reclassification and original 
cost studies required by electric plant accounts instruction 2-D of the Commis- 
sion’s Uniform System of [Accounts prescribed for public utilities and’ licensees, 
effective January 1, 1937, and the Commission’s order of May 11, 1937; 

(b) On July 14, 1941, Minnesota filed an application with this Commission 
for authority to dispose of a credit balance of $37,933.13, classified by Minnesota 
in Account 107, electric plant adjustments, in its proposed reclassification and 
original cost studies ; 

(c) Thereafter the staff of the Commission made a field examination of Min- 
nesota’s proposed reclassification of accounts and original cost studies and by 
letter dated November 3, 1941, Minnesota was requested to make certain adjust- 
ments and revisions indicated in that letter, in said studies; 

(d@) On June 4, 1942, Minnesota submitted revised original cost statements, 
which revisions resulted in a change from a credit balance of $37,933.13 in Ac- 
count 107, to a debit balance of $11,576.04 in that account; 
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(e) On June 4, 1942, Minnesota also filed an amendment to its application 
of July 14, 1941, wherein it had sought authority to dispose of the credit balance 
of $37,933.18 established in Account 107, and by such amendment Minnesota 
seeks authority to dispose of the adjusted amount of $11,576.04 includible in 
Account 107 ; 

(f) Minnesota proposes to dispose of the amount of $11,576.04, representing 
capital stock expenses and erroneous plant charges, by a charge to Account 
258.2B, reserve for contingencies *; 

The Commission finds that: 

The proposed disposition of the amount of $11,576.04, classified in Account 
107, by a charge to Account 258.2B, reserve for contingencies, is in accordance 
with correct accounting principles and the Commission’s Uniform System of 
Accounts prescribed for public utilities and licensees ; 

The Commission orders that: 

Minnesota dispose of the amount of $11,576.04 by a charge to Accoutit 258:2B, 
reserve for contingencies, and the entries giving effect to such disposition be 
and the same are hereby approved. 


Order approving disposition of amounts in Account 100.5, electric plant ac- 
quisition adjustments and in Account 107, electric plant adjustments 


Missouri Service Company 
(Docket No, IT-5778) 
August 11, 1942 


It appearing to the Commission that: 

(a) Missouri Service Company, hereinafter sometimes referred to as “Mis- 
souri” filed its proposed reclassification and original cost studies with the 
Commission, required by electric plant instruction 2—D of the Commission’s Uni- 
form System of Accounts prescribed for public utilities and licensees, effective 
January 1, 1937, and the Commission’s order of May 11, 1937; 

(b) The staffs of the Federal Power Commission and the Missouri Public 
Service Commission made a joint field examination of Missouri's reclassification 
and original cost studies, and on October 19, 1940, a joint report entitled, 
“Missouri Service Company, Report on Reclassification and Original Cost 
Studies of Electric Plant as at January 1, 1937,” was transmitted to Missouri 
with the request that the accounting adjustments indicated in the report be 
made, copies of the adjusting entries be submitted, and plans be submitted for 
disposing of the amounts established by the staffs of the Commission in Account 
100.5, electric plant acquisition adjustments, and Account 107, electric plant 
adjustments ; 

(c) Thereafter Missouri made certain additional studies and on May 23, 
1941, filed an answer to the joint staffs’ report accepting certain adjustments and 
requesting modifications of other adjustments ; 

(d) A field examination of Missouri’s supplemental studies was made by the 
staff of this Commission and as a result of correspondence the staffs of the Com- 
missions and Missouri reached a complete accord as to the necessary accounting 
adjustments to Missouri's reclassification and original cost studies, and the fol- 
lowing is a summary of Missouri’s reclassification as thus modified : 


1The reserve for contingencies was created through a reduction in the capital stock 
account and through appropriation of the earned surplus balance at December $1, 1940. 
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Title of account Amount 
100. Electric plant: 
100.1 Electric plant in service $1, 060, 711. 37 
100.8 Construction work in progress. 15, 321. 81 - 
100.5 Electric plant acquisition adjustments. 28, 187. 17 


Total electric plant 
107 Electric plant adjustments_ 
108 Other utility plant 


Grand total 1, 527, 242. 23 


(e) Missouri proposes to dispose of the amount of $28,187.17, established in 
Account 100.5, electric plant acquisition adjustments, representing, together with 
certain credits, the excess of acquisition:cost over original cost applicable to the 
Rockport acquisition, the operation of which property was abandoned at Septem- 
ber 1938, by a charge to Accounts 250-253, general reserve for, depreciation *; 

(f) Missouri proposes to dispose of the amount of $167,765.46, as follows: 


To Accounts 250-253, general reserve for depreciation, representing 
net adjustments for unrecorded retirements and recorded retire- 


From Accounts 250-253, general reserve for depreciation, represent- 
ing donated farm lines. (19, 168. 84) 


Subtotal (1, 474. 51) 
To Account 270, capital surplus, representing new business expenses 
capitalized 
To Account 270, capital surplus, representing lease expense capital- 
I ce entcn catrcicin cd oincys meta da pee me aag Leeeiegetcn aaah natin int ange 45. 00 
To Account 270, capital surplus, representing appraisal write-ups___ 166, 794. 55 


Subtotal 169, 239. 97 


Grand total 167, 765. 46 


(g) The adjustments and proposed dispositions of Missouri have been reviewed 
and found acceptable by the staff of the Missouri Public Service Commission ; 

The Commission finds that: 

The proposed plans for disposition of the amounts established in Accounts 100.5 
and 107, described in paragraphs (e) and (f) hereof, are in conformity with 
correct accounting principles and the Commission’s Uniform System of Accounts 
prescribed for public utilities and licensees ; 

The Commission orders that: 

(A) Missouri dispose of the amount of $28,187.17 established in Account 100.5 
as described in paragraph (e) hereof; 

(B) Missouri dispose of the amount of $167,765.46 established in Account 107 as 
described in paragraph (f) hereof; 

(C) Missouri submit certified copies of entries of the dispositions authorized 
herein as described in paragraphs (¢) and (f) hereof within thirty days from 
the date of this order. 


1In connection with this abandonment and that of another distribution system $116,- 
280.34, representing the entire amount of Missouri’s earned surplus at January 1, 1938, and 
$92,898.89 of capital surplus of Missouri, was credited to the depreciation reserve to provide 
fully for the cost of the property abandoned. 
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Order to show cause, staying former order and denying petition for rehearing 
The Niagara’ Falls Power Company 
(Project No. 16) 
August 14, 1942 


Upon consideration of the petition for rehearing and the petition for stay, 
filed on July 18, 1942, by the above named licensee for project No. 16, with 
respect to the Commission’s opinion and order of June 9, 1942 herein, supra, 
p. 206, determining the actual legitimate original cost of said project and pre- 
scribing the accounting therefor, and the entire record in this proceeding; 

The Commission orders that: 

(A) Paragraphs (A) to (F), inclusive, of the Commission’s order of June 9, 
1942, be and they hereby are stayed until further order of the Commission ; 

(B) The licensees The Niagara Falls Power Company, on or before August 25, 
1942: (1) show cause in writing, under oath, why the accounting instructions 
and requirements contained in said paragraphs (A) to (F), inclusive, of the 
Commission’s order of June 9, 1942, should not be made effective and enforced; 
and (2) submit to the Commission such accounting treatment as the licensee 
may propose for the disposition of the disallowed amounts; 


(C) The petition for rehearing filed on July 18, 1942, be and the same hereby 
is denied, 


Order issuing certificate of public convenience and necessity 
United Gas Pipe Line Company 
(Docket No. G-397) 
August 14, 1942 


Upon application of the United Gas Pipe Line Company, filed on June 19, 1942, 
pursuant to section 7 (c) of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of 38 
miles of 12% inch pipe line in the nature of a loop of its present facilities from 
the Lake Long Field in southern Louisiana to a point near St. Rose where it 
will connect with applicant’s existing Baton Rouge-New Orleans line and the 
conversion of applicant’s existing Lirette-New Orleans line to a high-pressure 
pipe line; and 

It appearing to the Commission that: 

(a) Pursuant to the Commission’s rules and regulations, public notice of the 
filing of this application was duly given and no protest or objection was received 
by the Commission ; 

(b) After appropriate notice had been given, a public hearing with respect 
to this application was held on August 3, 1942, and at the conclusion of the 
hearing oral argument was presented by counsel for the applicant and the 
Commission ; 

The Commission, having considered the application, the record made with 
respect to it during the public hearing and the oral argument presented, finds 
that: 

(1) Applicant owns and operates an integrated natural gas pipe line system 
in the States of Texas, Louisiana, Mississippi, Alabama and Florida and engages 
in the transportation of natural gas in interstate commerce and in the sale 
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of natural gas in interstate commerce for resale for witimate public consumption 
for domestic, commercial, industrial and other uses, and is a natural-gas com- 
pany within the meaning of the Natural Gas Act; 

(2) Applicant proposes to meet the increased demands for natural gas in New 
Orleans and environs, which are due mainly to the war effort, by utilizing its 
adequate sources of supply of natural gas in Louisiana ; 

(3) On August 12, 1942, the War Production Board authorized applicant’s 
proposed construction of the Lake Long Loop line, the conversion of the Lirette- 
New Orleans line to a high-pressure pipe line and assigned preference ratings for 
necessary materials; 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed, and to conform to the provisions of the Act and the regulations of the 
Commission ; 

(5) The public convenience and necessity require the construction and opera- 
tion of approximately 38 miles ‘of 12% inch pipe line from the Lake Long gas 
field in Louisiana to connect with applicant’s existing Baton Rouge-New Orleans 
line near St. Rose, the conversion of applicant’s Lirette-New Orleans line to a 
high-pressure pipe line thereby increasing its capacity, the construction and 
operation of the necessary dehydration plants in connection with these projects, 
and a certificate authorizing such acts should be issued; 

The Commission, therefore, orders that: 

A certificate of public convenience and necessity be and it is hereby issued to 
United Gas Pipe Line Company, authorizing that company to construct, convert 
and operate the pipe lines as proposed in its application, upon the conditions: 

(i) That applicant shall, within 15 days after the completion of the proposed 
projects, file a sworn statement advising the Commission as to sdid completion ; 

(ii) That applicant shall conform to applicable State laws relating to the 
safety of operations with respect to these projects, and shall comply with the 
provisions of the Natural Gas Act and the Commission’s orders, rules and regula- 
tions heretofore and hereafter issued ; 

(iii) That the issuance of this certificate is without prejudice to the authority 
of the Commission with respect to rates, valuation, costs, services, accounts, or 
any other matters whatsoever that may come before the Commission with respect 
to applicant or these projects; and nothing herein shall be construed as an 
acquiescence by the Commission in any estimate or determination of cost, or any 
valuation of property claimed by applicant ; 

(iv) That the issuance of this certificate shall not affect in any manner this 
Commission’s determination of applicant’s service area pursuant to section 7 (f) 
of the Natural Gas Act; 

(v) That this certificate shall not be transferable except upon express approval 
of the Commission. 


Order authorizing issuance of license (major) 


Bellows Falls Hydro-Electric Corporation, Connecticut River Power Company, 
and New England Power Company 


(Project No. 1855) 
August 18, 1942 


Upon application filed May 5, 1941, as later supplemented, by Bellows Falls 
Hydro-Electric Corporation of Bellows Falls, Vermont, for license under the 
Federal Power Act for a constructed project located on the Connecticut River, 
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a navigable water of the United States, in and near Bellows Falls, Vermont, 
in Windham and Windsor Cyunties, Vermont, and in Cheshire and Sullivan 
Counties, New Hampshire, which application was filed pursuant to the Commis- 
sion’s order in show-cause proceedings instituted under docket No. IT-5584; and 

It appearing that: 

(a) The project consists of a concrete overflow dam 648 feet in over-all length, 
80 feet in maximum height with two 18-foot by 115-foot roller gates and three 
bays, totaling 342 feet in length, of stanchion type flashboards 13 feet high, 
& pool extending about 25 miles upstream from the dam, a power canal about 
1,700 feet long, a tailrace about 900 feet long, a powerhouse located in Vermont, 
an outdoor substation of 63,000-kva capacity with high voltages of 44,000, 
66,000, and 110,000 volts, a two-circuit 110,000-volt transmission line connecting 
in Walpole, New Hampshire, to the Walpole-Pratts Junction line of the Con- 
necticut River Power Company, a two-circuit 110,000-volt transmission line 
from Walpole, New Hampshire, to Pratts Junction, Massachusetts, and two 
single circuit 44,000-volt transmission lines extending to the applicant’s sub- 
station near Charlestown, New Hampshire, one of which extends a distance 
of about 1.5 miles from said substation to-a point of connection with the trans- 
mission line of the Central Vermont Public Service Corporation near Spring- 
field, Vermont; the present project was placed in operation on April 1, 1928; 

(b) The two-circuit 110,000-volt transmission line from Walpole, New Hamp- 
shire, to Pratts Junction, Massachusetts, is owned by two companies affiliated 
with the applicant; the portion of the line located in New Hampshire, 31.6 
miles in length, being owned by Connecticut River Power Company of Little- 
ton, New Hampshire, and the portion of the line located in Massachusetts, 22.7 
miles in length, being owned by New England Power Company of Boston, 
Massachusetts ; 

(c) By order adopted May 6, 1942, the Commission authorized issuance 
of license for the Bellows Falls project, but on May 23, 1942, said order was 
vacated by the Commission and the above-named companies were ordered to 
show cause: (i) why Connecticut River Power Company and New England 
Power Company should not be made parties to the proceeding designated as 
In the Matter of Bellows Falls Hydro-Electric Corporation, project No. 1855; 
and (ii) why the record before the Commission in the proceeding designated 
as In the Matter of Bellows Falls Hydro-Hlectric Corporation and Connecticut 
River Power Company, docket No. IT-65584, should not be made a part of the 
proceeding under project No. 1855; 

(d) In response to the Commission’s show-cause order, the companies stated 
that they were unable to show cause: (i) why they should not be made parties 
to the proceeding under project No. 1855, to the limited extent of their owner- 
ship of the Walpole-Pratts Junction transmission line; and (ii) why the record 
of docket No. IT-5584 should not be made a part of the record of project 
No. 1855; and the companies have stipulated to that effect; 

(e) The Secretary of War and the Chief of Engineers have approved the 
plans of the project structures affecting navigation, subject to certain condi- 
tions hereinafter provided for ; 

(f) The Secretary of the Interior has been requested to report on the appli- 
eation for license insofar as fish protection may be involved, but to date no 
report has been received ; 

(g) The Connecticut River from its mouth up to and beyond Bellows Falls is 
a navigable water of the United States, as found by the Commission on March 
4, 1941, (docket No. IT-8584). 
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The Commission, having considered the application and supplements thereto 
and the record thereon, including the record in docket No. IT-5584, finds that: 
(1) The applicant, Bellows Falls Hydro-Electric Corporation, is a corpora- 
tion organized under the laws of the State of Vermont and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a license for the project; 

(2) No conflicting application is before the Commission ; 

(3) Public notice has been given as required by the Act; 

(4) Under present circumstances and conditions, the project is best adapted 
to a comprehensive plan for improving and developing the Connecticut River for 
the use and benefit of interstate commerce, for the improvement and utilization 
of water power development and for other beneficial public uses, including recre- 
ational purposes ; 

(5) The installed horsepower capacity of the project hereinafter authorized is 
57,571 horsepower in three identical generating units and the energy generated 
thereby supplies associate utility systems, one independent utility, and a small 
amount of power is sold to local industry ; 

(6) In accordance with section 10 (d) of the Act, the rate of return upon the 
net investment in the project and the proportion of surplus earnings to be paid into 
and held in amortization reserves are reasonable as hereinafter specified ; 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of the 
Act is reasonable as fixed and specified in paragraph (D) below; 

(8) (i) On December 23, 1987, the Commission ordered an investigation, under 
docket No. IT-5501, of the maintenance and operation of hydroelectric power 
developments (including the Bellows Falls project) not under license from the 
Federal Power Commission and located on streams over which Congress has 
jurisdiction under its authority to regulate commerce with foreign nations and 
among the several States; 

(ii) Since the initiation of said investigation, the Commission has incurred 
costs in connection with said project in the administration of Part I of the Federal 
Power Act ($22,530.60 normal and $15,000 investigatory) totaling $37,530.60; and 

(iii) The charges specified in paragraph (E) below are reasonable for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Act for the period from January 1, 1938, up to December 31, 1941; 

(9) The maps, plans, specifications and statements filed as part of the applica- 
tion as supplemented or incorporated by reference as a part thereof and desig- 
nated as Exhibit F, revised 12/29/41 and 2/2/42, and supplemented 3/11/42, as 
Exhibit J sheet 1, revised 3/11/42 (FPC No. 1855-49), as Exhibit J sheet 2 (FPO 
No. 1855-2), as Exhibit K (statement), revised 12/29/41, and 2/2/42, as Exhibit 
K (maps), reinstated 2/2/42 (FPC Nos. 1855-3 to 7, inclusive), as Exhibit K-1 
(FPC Nos. 1855-15 to 38, inclusive), as Exhibit K-2 sheets 1, 2, and 3, revised 
2/2/42 (FPC Nos. 1855-46 to 48, inclusive) and supplemented 3/11/42 by sheets 
4, 5,6 and 7 (FPC.Nos. 1855-50 to 53, inclusive), as Exhibit K-3, revised 2/2/42 
and 3/11/42, as Exhibit L (FPC Nos. 1855-8 to 14, inclusive), and as Exhibit M, 
supplemented 3/11/42, insofar as such maps, plans and specifications portray the 
project works, conform to the Commission's rules and regulations except as revi- 
sion may be necessary to include therein any transmission lines found to be part 
of said project ; 

(10) The transmission line described in paragraph (b) above serves as a 
primary line transmitting power from the Bellows Falls project to the point of 
junction with the interconnected primary transmission system in the vicinity 
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of Pratts Junction, Massachusetts, and as such is a necessary part of the complete 
Bellows Falls project, although not included within the project works specified 
in the application for license as amended; and the two owners of the line should 
join in the application for license and become joint licensees with the Bellows 
Falls Hydro-Electric Corporation to the limited extent of their ownership in and 
operation of said line; and 

It is ordered that: 

(A) Upon the filing of applications by Connecticut River Power Company and 
New England Power Company as ordered in paragraph (G) hereof, a license be 
issued to Bellows Falls Hydro-Electric Corporation, Connecticut River Power 
Company and New England Power Company, as joint licensees, to the extent of 
the ownership and operation of the aforesaid project by each company, for the 
construction, operation and maintenance of the project for a period effective 
January 1, 1942, and terminating June 30, 1970, subject to the provisions of the 
Act and the rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
issued under section 4 (e) of the Act for such projects and the following special 
conditions: 

(i) Insofar as any material is dredged or excavated in the prosecution of the 
work herein authorized, it shall be removed and deposited so it will not interfere 
with navigation and to the satisfaction of the District Engineer, War Depart- 
ment, in charge of the locality ; 

(ii) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation; and the operation by the licensee, 
Bellows Falls Hydro-Electric Corporation, of the project works of this project, 
so far as such operation involves the use, storage, and discharge from storage 
of waters affected by this license, shall at all times be controlled by such rea- 
sonable rules and regulations as the Secretary of War may prescribe in the 
interests of navigation, and as the Federal Power Comission may prescribe for 
the protection of life, health, and property and in the interest of the fullest 
practicable conservation and utilization of such waters for power purposes and 
for other beneficial public uses, including recreational purposes ; and the licensee, 
Bellows Falls Hydro-Electric Corporation, shall release water from the reservoir 
at such rate in cubic feet per second or such volume in acre feet per specified 
period of time as the Secretary of War may prescribe in the interests of navi- 
gation or as the Federal Power Commission may prescribe for the other pur- 
poses hereinbefore mentioned ; 

(iii) The operation of any navigation facilities which may be constructed 
as a part of or in connection with any dam or diversion structure constituting 
a part of the project works of this project shall at all times be controlled by 
such reasonable rules and regulations in the interest of navigation, including 
the control of the level of the pool caused by such dam or diversion structure, 
as may be made from time to time by the Secretary of War. Such rules and 
regulations may include the construction, maintenance and operation by the 
licensee, Bellows Falls Hydro-Blectric Corporation, at its own expense of such 
lights and signals as may be directed by the Secretary of War; 

(iv) Whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with said project, the licensee, Bel- 
lows Falls Hydro-Hlectric Corporation, shall convey to the United States free 
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of cost such of its lands and its rights of way and such rights of passage through 
its dam or other structures and permit such control of pools as may be required 
to complete, maintain, and operate such navigation facilities ; 

(v) The licensee, Bellows Falls Hydro-Electric Corporation, shall construct 
and install such appliances as are necessary for furnishing power for the opera- 
tion of. navigation facilities, including lights and signals, whether constructed 
by the licensee, Bellows Falls Hydro-Blectric Corporation, or by the United 
States; and shall furnish free of cost to the United States power for the opera- 
tion of such navigation facilities ; 

(vi) The actual legitimate original cost and the aecrued depreciation of the 
project as of the effective date of the license, namely, January 1, 1942, shall be 
determined in accordance with the A.ct and the Commission’s rules and regulations ; 

(vii) The licensee, Bellows Falls Hydro-Electric Corporation, shall construct 
and maintain such fishways as may be prescribed by the Secretary of the Interior ; 

(C) After the first 20 years of operation of the project, namely, after April 
1, 1948, 6 percent per annum shall be the specified rate of return on the net 
investment in the project for determining surplus earnings in accordance with 
the provisions of section 10 (d) of the Act, for the establishment and maintenance 
of amortization reserves to be held until the termination of the license, or in 
the discretion of the Commission, to be applied from time to time in reduction 
of the net investment in the project, and one-half of all surplus earnings in 
excess of 6 percent per annum received in any calendar year shall be paid into 
and held in such amortization reserves; 

(D) Subject to the provisions of section 10 (e) of the Act and the rules and 
regulations of the Commission thereunder, the licensee, Bellows Falls Hydro- 
Electric Corporation, shall pay to the United States an annual charge starting 
January 1, 1942, for the purpose of reimbursing the United States for the costs 
of administration of Part I of the Act, of one (1) cent per horsepower on the 
horsepower capacity (57,571 horsepower) authorized to be installed by the li- 
censee, Bellows Falls Hydro-Electric Corporation, plus two and one-half (2%) 
cents for 1,000 kilowatt-hours of gross energy generated by the project during 
the fiscal year ended June 30 preceding the submission of a bill therefor by 
the Commission ; 

(B) The licensee, Bellows Falls Hydro-Electric Corporation, shall pay to the 
United States, within 30 days after the issuance of the license herein authorized, 
the amount of $37,530.60 as reimbursement to the United States for the costs 
of administration of Part I of the Act from January 1, 1938, through December 
31, 1941; 5 

(F) The maps, plans, specifications and statements referred to in finding (9) 
above as conforming to the Commission’s rules and regulations be and they are 
hereby approved as part of the license for the project ; : 

(G) Connecticut River Power Company and New England Power Company 
shall, within 30 days from the date of this order, join in the application of 
Bellows Falls Hydro-Electric Corporation for license for said project No. 1855 
to the limited extent of the ownership of each company in and operation of the 
transmission line leading from Walpole, New Hampshire, to Pratts Junction, 
Massachusetts, referred to in paragraph (b) above; and maps, plans, specifications 
and statements conforming to the Commission’s rules and regulations shall be 
filed for said line for incorporation within the license as a part thereof. 
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Order approving reclassification of electric plant accounts and disposition of 
amounts in Account 107, electric plant adjustments 


Gulf State Utilities Company, as successor to Louisiana. Steam Generating 
Corporation 


(Docket No. IT-5786) 
August 18, 1942 


It appearing to the Commission that: 

(a) On August 25, 1938, Gulf States Utilities Company (hereinafter referred 
to as “Gulf States”) acquired, through merger, the electric properties of Louisiana 
Steam Generating Corporation, and as successor to the latter company, filed on 
May 21, 1940, with this Commission the proposed reclassification and original 
cost studies of the electric plant acquired as of the date of merger ; 

(b) The staff of the Commission has made a field study of the proposed re- 
classification and original cost studies and submitted a report entitled, “Louisiana 
Steam Generating Corporation, Report on the Reclassification and Original Cost 
Studies of Electric Plant as at August 25, 1938”; 

(c) The Commission’s staff report was transmitted to Gulf States on October 
15, 1941, with a request that the accounting adjustments indicated in the report be 
made, a copy of the adjusting journal entries be submitted, and plans be sub- 
mitted for the disposition of the amounts established by the staff of the Com- 
mission in Account 107, electric plant adjustments ; 

(d) As a result of a conference between representatives of Gulf States and the 
staff of the Commission held subsequent thereto, the adjustments recommended 
by the staff of the Commision were modified and the following summary reflects 
the reclassification, as modified by the conference, of electric plant and other 
physical property acquired by Gulf States from Louisiana Steam Generating 
Corporation : 

Title of account 
100. Flectrie plant: Amount 


100.1 Electric plant in service $6, 555, 291. 20 
100.8 Construction work in progress 1, 831, 427. 09 


Total electric plant 8, 386, 718. 29 
Ripe. ROCETAC mn I ns kei 113, 792. 65 
110 Other physical property 79, 120. 16 


Grand total : 8, 579, 631. 10 

(e) On May 12, 1942, Gulf States filed with this Commision an application for 
authority to record the adjusting entries reclassifying electric plant as set forth 
in paragraph (d) hereof and for authority to dispose of the amounts established 
in Account 107, in accordance with a plan submitted therefor ; 

(f) Gulf States proposes to dispose of the following amounts classified in 
Account 107 by a charge to Accounts 250-258, general reserve for depreciation :* 
Excess interest during construction and other overheads $49, 577. 49 
Preliminary operations and tests 
Organization costs of merged company 
Unrecorded retirements and adjustments of recorded retirements 


113, 792. 65 


1 In the accounting for the merger, the entire earned surplus of Louisiana Steam Generat- 
ing Corporation in the amount of $231,204.71 was transferred to the depreciation reserve 
of Gulf States. 
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The Commission finds that: 

The proposed reclassification entries and plan for disposing of the amount of 
$113,792.65, established in Account 107, dre in conformity with correct accounting 
principles and the Commission’s Uniform System of ‘Accounts prescribed for 
public utilities and licensees ; 

The Commission orders that: 

(A) Gulf States, as successor to Louisiana Steam Generating Corporation, 
dispose of the amount of $113,792.65 included in Account 107, electric plant ad- 
justments, by a charge to Accounts 250-253, general reserve for depreciation; 
that the proposed entries reflecting the reclassification of accounts as set forth 
in paragraph (d) hereof be and the same are hereby approved ; 

(B) Guif States, as successor to Louisiana Steam Generating Corporation, 
submit within thirty (30) days from the date of this order certified copies of the 
entries giving effect to the disposition of the amount of $113,792.65 as herein 
directed ; 

(C) The approval granted herein is limited to the properties of Louisiana 
Steam Generating Corporation acquired by Gulf States on August 25, 1988, and 
such approval shall not be construed as affecting in any way the reclassification 
and original cost studies of Gulf States, submitted to the Commission, with 
respect to any of its other properties, which studies are presently under in- 
vestigation by the staff of this Commission; and the Commission reserves the 
right after notice and opportunity for hearing, to order such adjusting entries 
as it may deem warranted at any time as a result of such investigation. 


Order approving reclassification of electric plant accounts and disposition of 
amounts in Account 100.5, electric plant acquisition adjustments, Account 107, 
electric plant adjustments, and common utility plant adjustments (trans- 
portation plant) within Account 108, other utility plant 


Gulf States Utilities Company, as successor to Baton Rouge Electric Company 


(Docket No. IT-5787) 
August 18, 1942 


It appearing to the Commission that: 

(a) On August 25, 1938, Gulf States Utilities Company (hereinafter referred 
to as “Gulf States”) acquired, through merger, the electric and other utility 
properties of Baton Rouge Electric Company and as successor to the latter 
company, filed with this Commission on May 21, 1940, its proposed reclassification 
and original cost studies of the electric plant acquired as of the date of merger; 

(ob) The Commission staff has made a field study of Gulf States’ proposed 
reclassification and original cost studies and submitted a report entitled, “Baton 
Rouge Electric Company, Report on the Reclassification and Original Cost 
Studies of Electric Plant as at August 25, 1938” ; 

(c) The Commission’s staff report was transmitted to Gulf States on Novem- 
ber 24, 1941, with a request that the accounting adjustments indicated in the 
report be made, a copy of the adjusting journal entries be submitted and plans 
be submitted for disposing of the amounts established by the staff of the Com- 
mission in Account 100.5, electric plant acquisition adjustments, Account 107, 
electric plant adjustments, and common utility plant adjustments (transpor- 
tation plant) within Account 108, other utility plant; 

(d) As a result of a conference between representatives of Gulf States and 
the staff of the Commission, had subsequent thereto, the adjustments recom- 
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mended by the staff of the Commission were modified and the following sum- 
mary reflects the company’s reclassification as modified by the aforesaid 
conference : 

Title of account 
100. Electric plant: Amount 
100.1 Blectric plant in service $4, 030, 359. 13 
100.3 Construction work in progress 
100.5 Dlectric plant acquisition adjustments 


Total electric plant 4, 097, 630. 64 
107 Electric plant adjustments 174, 394. 39 
108 Other utility plant: 

Common utility plant adjustments (transportation 

181, 715. 72 

Gas plant 1, 452, 086. 81 

Water plant 17, 469. 68 

Ice plant 38, 722. 47 


Total other utility plant 


Total utility plant 
110° Other physical property 


Grand total 


(e) On May 23, 1942, Gulf States Utilities Company filed with the Com- 
mission an application for authority to record the adjusting entries reclassifying 


electric plant as set forth in paragraph (d) hereof and for authority to dispose 
of the amounts established in Account 100.5, Account 107 and common utility 
plant adjustments (transportation plant) within Account 108; 

(f) Gulf States proposes to dispose of the amount of $16,607.24, established in 
Account 100.5, representing the excess of recorded cost over original cost of 
properties acquired at Denham Springs, Louisiana and Maringouin, Louisiana, 
by a charge to Account 250-258, general reserve for depreciation *; 

(g) Gulf States proposes to dispose of the amount of $174,394.39, established 
in Account 107, applicable to electric plant acquired as an operating unit or system 
from Baton Rouge Electric & Gas Company and representing other adjustments 
to Account 100.1, electric plant in service, as recommended in the staff report of 
the Commission, by a charge to Account 250-253, general reserve for depreciation *; 

(h) Gulf States proposes to dispose of the amount of $181,715.72, classified as 
common utility plant adjustments within Account 108, and which amount is ap- 
plicable to Transportation Department Plant acquired from Baton Rouge Electric 
& Gas Company and also represents Transportation Department’s proportion of 
bond discount, by a charge to Account 250-253, general reserve for depreciation *; 

The Commission finds that: 

The proposed plans for disposing of the amounts established in Account 100.5, 
107 and common utility plant adjustments (transportation plant) within Account 
108, as described in paragraphs (f), (g) and (h) hereof, are in conformity with 


2In the accounting for the merger, earned surplus of Baton Rouge Electric Company in 
the amount of $401,613.25, representing earnings since date of acquisition by the affiliated 
interests, was transferred to the depreciation reserve of Gulf States. 
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correct accounting principles and the Commission’s Uniform System of [Accounts 
prescribed for public utilities and licensees ; 
The Commission orders that ne 

(A) Gulf States, as successor to Baton Rouge Electric Company, dispose of 
the amount of $16,607.24, established in Account 100.5, as described in paragraph 
(f) hereof; 

(B) Gulf States, as successor to Baton Rouge Electric Company, dispose of 
the amount of $174,394.39, established in Account 107, as described in paragraph 
(g) hereof; 

(C) Gulf States, as successor to Baton Rouge Electric Company, dispose of 
the amount of $181,715.72, established as common utility plant adjustments (trans- 
portation plant) within Account 108, as described in paragraph (h) hereof; 

(D) The proposed entries submitted by Gulf States Utilities Company, reflect- 
ing the reclassification of accounts as set forth in paragraph (d) hereof, be and 
the same are hereby authorized to be made; 

(E) Gulf States, as successor to Baton Rouge Electric Company, submit within 
thirty (30) days from the date of this order, certified copies of the entries giving 
effect to the disposition of amounts in Account 100.5, Account 107, and common 
utility plant adjustments (transportation plant) within Account 108, as herein 
directed ; 

(F) The approval granted herein is limited to the properties of Baton Rouge 
Electric Company acquired by Gulf States on August 25, 1938, and such approval 
shall not be construed as affecting in any way the reclassification and original 
cost studies of Gulf States, submitted to the Commission, with respect to any of 
its other properties, which studies are presently under investigation by the staff 
of this Commission; and the Commission reserves the right, after notice and 
opportunity for hearing, to order such adjusting entries as it may deem warranted 
at any time as a result of such investigation. 


Amended order approving permanent connection for emergency use only and 
approving increased use of existing permanent connections for emergency 
purposes 


The Ohio Public Service Company and Ohio River Power, Inc. 
(Docket No. IT-5775) 
August 18, 1942 


The Ohio Public Service Company and Ohio River Power, Inc., on July 22, 
1942, filed a joint petition requesting that the order of June 30, 1942, be modified 
to provide (a) an exemption to The Ohio Public Service Company by reason of 
the operation by it of the Dilles Bottom plant and the interconnection facilities 
with Wheeling Blectric Company and The Ohio Power Company; (b) an exemp- 
tion to The Ohio Public Service Company from the added or increased use of 
existing interconnection facilities through Howard substation near Shelby, Ohio; 
and (c) a simplified formula for determining the added or increased use of 
existing interconnection facilities through Howard substation, through Sunnyside 
substation (or substitute facilities through Wagenhals substation), and through 
Salt Springs substation; and (d) clarification of the language in the “without 
prejudice” clause (paragraph C) of the order. 
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The Commission, having given careful consideration to all matters set forth in 
the joint application filed, hereby amends its original order of June 30, 1942, to 
provide as follows: 

The Ohio Public Service Company and Ohio River Power, Inc., on April 11, 
1942, filed a joint application requesting approval by the Commission of the 
maintenance of temporary connections for emergency use only (a) between Ohio 
River Power, Inc., and Wheeling Electric Company, (b) between The Ohio Public 
Service Company and The Ohio Power Company, and (c) between The Ohio 
Public Service Company and The Ohio Edison Company. Thereafter, through 
various communications, the original joint application was amended and modi- 
fied, and on May 26, 1942, a new or amended application was filed on behalf of 
the applicants, and the letter of transmittal by counsel on behalf of such applicants 
requested that the original application be withdrawn and the new application 
be substituted therefor. 

The Ohio Public Service Company and Ohio River Power, Inc., the latter a 
wholly-owned subsidiary of the former, are both Ohio corporations. Ohio River 
Power, Inc., was recently incorporated for the purpose of constructing a steam- 
electric generating plant at Dilles Bottom, Belmont County, Ohio, the initial 
installation to be a single 50,000 kilowatt generator. The plant, when constructed, 
will be operated by The Ohio Public Service Company. The application states 
that the construction of a 75-mile transmission line was contemplated to inter- 
connect the Dilles Bottom plant with The Ohio Public Service Company at Alli- 
ance, Ohio; that due to the shortage of copper, the War Production Board re- 
quested that, if possible, arrangements be made to interconnect the Dilles Bottom 
plant with the facilities of adjacent utilities which are interconnected with The 
Ohio Public Service Company. 

The joint application (application of May 26, 1942) states that tentative ar- 
rangements have been worked out whereby the Dilles Bottom generating plant 
will be interconnected with the 66-kv transmission system of the Wheeling 
Electric Company and The Ohio Power Company by means of necessary 66-kv 
circuits, as follows: 

“Two 66-kv lines will be extended from the 66-kv bus bar at the Dilles Bottom 
plant substation to the Moundsville substation of the Wheeling Electric Company 
at Moundsville, West Virginia. These two lines, or the portion thereof in West 
Virginia, will be owned by Wheeling Electric Company. 

“A 66-kv line will be extended from the 66-kv bus bar at the Dilles Bottom 
plant substation to one of the existing 66-kv lines of The Ohio Power Company 
at a point near the Bellaire substation of The Ohio Power Company at Bellaire, 
Ohio. This line will be owned by one of the applicants.” 

The Wheeling Electric Company is an affiliate of The Ohio Power Company and 
electric energy delivered from the Dilles Bottom plant to Wheeling Electric Com- 
pany and The Ohio Power Company will be received for the account of The 
Ohio Power Company, and such company is to deliver to The Ohio Public Service 
Company specified amounts of electric energy to satisfy its increased energy 
requirements under terms and conditions to be hereafter specified by contract 
between the interested parties. Such deliveries to The Ohio Public Service 
Company, it is stated in the joint application, are to be effected (a) through 
existing interconnection facilities between The Ohio Power Company and The 
Ohio Public Service Company at Howard substation near Shelby, Ohio, -and at 
Sunnyside substation in Canton, Ohio (or through the Wagenhals substation 
facilities to be constructed at Canton, Ohio), and (b) through interconnection 
facilities with The Ohio Edison Company at Salt Springs substation in the 
vicinity of Warren, Ohio. 
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Under the joint application filed, the Federal Power Commission is asked to 
enter an order under the appropriate provisions of the Federal Power Act 
exempting (a) the applicants from the jurisdiction of the Federal Power Com- 
mission by reason of the construction, maintenance, operation and use of inter- 
connections between the Dilles Bottom plant and Wheeling Electric Company at 
the Ohio-West Virginia state line and between the Dilles Bottom plant and The 
Ohio Power Company at Bellaire, Ohio, and (b) The Ohio Public Service Com- 
pany from the jurisdiction of the Federal Power Commission by reason of the 
added or increased use of interconnection facilities with The Ohio Power Com- 
pany through Howard substation near Shelby, Ohio, and Sunnyside substation at 
Canton, Ohio (or substitute interconnection facilities through Wagenhals sub- 
station at Canton, Ohio) and increased use of the existing interconnection 
facilities with The Ohio Edison Company through Salt Springs substation near 
Warren, Ohio. 

Reports filed with the Commission by The Ohio Power Company and The Ohio 
Edison Company clearly show that the interconnection facilities maintained 
with The Ohio Public Service Company at Canton, and through Howard and 
Salt Springs substations are definitely permanent interconnections, and that 
such interconnection facilities have been continuously maintained over a period 
of years. Detailed information supplied by the applicants with respect to the 
construction of the connections between the D.lles Bottom plant of Ohio R:ver 
Power, Inc., and Wheeling Electric Company and The Ohio Power Company shows 
that it is to be a permanent connection which may or may not be maintained 
after the termination of the existing war emergency. 

The Commission, upon consideration of the joint application, the reports of its 
staff thereon, the representations by officers of the applicants to members of the 
Commission's staff, and the record of the proceeding In the Matter of The Ohio 
Public Service Company, docket No. IT-5563, finds that: 

(1) The applicants, The Ohio Public Service Company and its wholly-owned 
subsidiary, Ohio River Power, Inc., are corporations organized and existing 
under and by virtue of the laws of the State of Ohio. 

(2) The applicant, Ohio River Power, Inc., is not presently engaged in the 
generation, transmission or sale of electric energy in any manner whatsoever 
but upon construction and placing in operation of the steam-electric generating 
plant at Dilles Bottom and the construction of certain 66-kv circuits to inter- 
connect that generating plant with the Wheeling Electric Company and The 
Ohio Power Company, its facilities, which will be operated by The Ohio Public 
Service Company, will be used to generate electric energy in the State of Ohio 
and transmit and sell electric energy to the Wheeling Electric Company and 
The Ohio Puwer Company in the State of West Virginia. 

(3) The epplicant, The Ohio Public Service Company, at present generates, 
transmits, and sells electric energy (a) within the State of Ohio and (b) under 
the contentions of the staff of the Commission in docket No. IT-5563, owns and 
operates facilities for the transmission of electric energy in interstate commerce 
and for the sale of electric energy at wholesale in interstate commerce. When 
The Ohio Public Service Company commences, upon completion of construction, 
to operate the Dilles Bottom plant and the circuits connecting that plant with 
Wheeling Electric Company and The Ohio Power Company, it will generate elec- 
tricity in the State of Ohio at said plant and, by the use of such interconnections, 
will transmit and sell electric energy to Wheeling Electric Company and The Ohio 
Power Company in the State of West Virginia. 

(4) The existing interconnections between The Ohio Public Service Company 
and (a) The Ohio Power Company through Howard substation near Shelby, Ohio, 
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and Sunnyside substation at Canton, Ohio (as well as the contemplated inter- 
connection through Wagenhals substation, at Canton, Ohio), and (b) The Ohio 
Edison Company through Salt Springs substation, near Warren, Ohio, are per- 
manent interconnections regularly maintained and used for the interchange of 
electric energy between such utility companies over a long period of years to 
meet the respective requirements of the interconnected companies in their utility 
operations. 

(5) The contemplated interconnections between the facilities of Ohio River 
Power, Inc., and Wheeling Electric Company and The Ohio Power Company are 
permanent connections within the meaning of section 202 (d) of the Federal 
Power Act. 

(6} Temporary connections authorized by section 202 (d) of the Federal 
Power Act are limited to connections made in an emergency when the emergency 
is of such a nature that “immediate action” is required to maintain continuous 
and uninterrupted service. 

(7) Permanent connections for emergency use only, as specified in section 202 
(d) of the Federal Power Act, contemplate connections regularly maintained and 
continuously available for emergency use. 

(8) The existing emergency justifies a liberal interpretation of the provisions 
of section 202 (d) relating to “permanent connections for emergency use only” to 
include added or increased use of existing permanent connections where such 
added or increased use is in furtherance of the national war effort. 

(9) The construction, operation, maintenance and use of the interconnection 
facilities between the Dilles Bottom plant of Ohio River Power, Inc., and the 
Wheeling Electric Company and The Ohio Power Company, as well as the added 
or increased use of the permanent connections, as specified herein, between The 
Ohio Public Service Company and The Ohio Power Company near Shelby, Ohio, 
and at Canton, Ohio, and between The Ohio Public Service Company and The 
Ohio Edison Company through Salt Springs substation, under section 202 (d) 
of the Federal Power Act, are desirable in the public interest in order that (a) 
electric energy to be generated at the Dilles Bottom plant of Ohio River Power, 
Ine., may be utilized by war industries with a minimum of construction requiring 
copper for transmission facilities, and (b) the added or increased use of existing 
permanent connections will permit maximum utilization of electric transmission 
facilities in the present existing war effort. 

Wherefore, the Commission orders that: 

(A) The making of a permanent connection for emergency use only by Ohio 
River Power, Inc., with The Ohio Power Company and the Wheeling Blectric 
Company and the continued use of such facilities by the applicants or either of 
them during the present war emergency is hernby approved under section 202 (d) 
of the Federal Power Act. 

(B) During the war emergency, the use of such interconnecting facilities be- 
tween the Dilles Bottom plant of Ohio River Power, Inc., and the Wheeling Elec- 
trie Company or The Ohio Power Company for the transmission of electric energy, 
or the use of such facilities for the sale of electric energy at wholesale shall 
not subject Ohio River Power, Inc., or The Ohio Public Service Company, to the 
jurisdiction of this Commission as a “public utility” within the meaning of that 
term as used in the Federal Power Act. 

(C) During the war emergency, from and after the time the Dilles Bottom 
generating plant is placed in operation, the added or increased use of permanent 
interconnecting facilities between The Ohio Power Company and The Ohio Public 
Service Company through the Howard substation near Shelby, Ohio, and at 
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Canton; Ohio (either Sunnyside or Wagenhals substation facilities) and the 
added or increased use of existing permanent interconnection facilities between 
The Ohio Edison Company and The Ohio Public Service Company through Salt 
Springs substation, for the transmission of electric energy or the sale of electric 
energy at wholesale, shall not subject The Ohio Public Service Company to 
the jurisdiction of this Commission as a “public utility” within the meaning of 
the term as used in the Federal Power Act beyond the jurisdiction now existing 
on the basis of presently existing or past operations or as asserted by the Com- 
mission staff in the proceeding pending before the Commission in docket No. 
IT-5563, it being expressly understood and provided that the exemption granted 
by this paragraph (C) to The Ohio Public Service Company is limited solely and 
only to that quantity of electric energy delivered (a) by The Ohio Power Com- 
pany to The Ohio Public Service Company through Howard substation or at 
Canton, Ohio, and (b) by The Ohio Edison Company to The Ohio Public Service 
Company through Salt Springs substation, which quantity of electric energy is 
in addition to or in excess of the delivery of electric energy by The Ohio Power 
Company or by The Ohio Edison Company at each individual point specified 
during the same day and the same hour of the year 1940 as reported to the 
Federal Power Commission and as supplemented by detailed delivery information 
recorded upon log sheéts regularly maintained at the interconnection points 
named. 

The exemption granted herein to The Ohio Public Service Company is ex- 
pressly limited by the condition that under no circumstances shall it be assumed 
or contended by or on behalf of The Ohio Public Service Company that anything 
done pursuant to this order during the period of the existing emergency affects, 
or shall in any way affect, the question of whether The Ohio Public Service Com- 
pany has the status of a “public utility” within the meaning of the Federal 
Power Act by reason of its operations other than (a) the increased or added 
use of the interconnection facilities at Canton, and through Howard or Salt 
Springs substations specified in this order, and (b) the use of the facilities being 
constructed to connect the Dilles Bottom plant with the Wheeling Electric Com- 
pany and The Ohio Power Company, and that anything done pursuant to the 
provisions of this order shall be without prejudice or advantage to the existing 
rights and obligations of The Ohio Public Service Company with respect to the 
question of the jurisdiction of this Commission over said company as involved 
in docket No. IT-5563 now pending before this Commission or in any other 
proceedings involving that question. 

(D) The applicants, Ohio River Power, Inc. and The Ohio Public Service 
Company, shall make monthly reports to the Commission showing actual de 
liveries of electric energy in both directions, through the interconnections 
specified in this order, as well as such other or special reports as the Commission 
may fron time to time require. 

(E) Any agreement or contract made or entered into by either or both 
the aforesaid applicants concerning the subject-matter of this order shall be 
expressly limited by the provisions of this order; otherwise, the approval and 
exemptions granted by this order shall be null and void. 

(F). Any and all exemptions herein granted shall terminate and be without 
force or effect from and after 90 days from the cessation of existing war 
hostilities, unless the Commission shall extend such exemptions by further order. 

(G) Nothing herein should be construed as authorization for the abandonment 
of any facilities mentioned, in violation of state law. 


582231—44—-vol. 351 
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Order consolidating proceedings for hearing and fixing date of hearing 
The Ohio Fuel Gas Company and Panhandle Eastern Pipe Line Company 
(Docket Nos. G-408, G-410) 

August 26, 1942 


Upon consideration of the application filed August 24, 1942, by The Ohio Fuel 
Gas Company in docket No. G-408 for a certificate of public convenience and 
necessity under section 7 (c) of the Natural Gas Act as amended for the con- 
struction and operation of a connection between its facilities and those of 
Panhandle Eastern Pipe Line Company in Lucas County, Ohio; and 

Upon consideration of the application filed August 21, 1942, by Panhandle 
Eastern Pipe Line Company in docket No. G-410 for a certificate of public 
convenience and necessity under section 7 (c) of the Natural Gas Act as 
amended for the construction and operation of a connection between its facilities 
and those of The Ohio Fuel Gas Company in Lucas County, Ohio; and 

It appearing to the Commission that: 

(a) The connection of facilities proposed in the aforesaid applications was 
requested by a letter of J. A. Krug, Chief, Power Branch, War Production Board, 
addressed July 24, 1942, jointly to The Ohio Fuel Gas Company and Panhandle 
Eastern Pipe Line Company, as essential in order to assure adequate supplies 
of natural gas to the war industries in the regions served by The Ohio Fuel Gas 
Company ; 

(b) The proceedings in the aforesaid matters involve similar facts, issues and 
requests for substantially the same authorization, and may be considered more 
effectively and expeditiously if consolidated for the purpose of hearing; 

The Commission orders that: 

(A) The proceedings in the matters of The Ohio Fuel Gas Company (docket 
No. G-—408) and Panhandle Eastern Pipe Line Company (docket No. G-410) 
be and they are hereby consolidated for the purpose of hearing thereon; , 

(B) A public hearing on the aforesaid matters be held, commencing at 9:45 
A. M. (EWT) September 4, 1942, in the Hearing Room of the Commission at 
1800 Pennsylvania Avenue NW., in the City of Washington, D. C.; 

(C) Interested State Commissions may participate in the said hearings, 
pursuant to the Commission’s Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 


Order to show cause 
South Carolina Electric & Gas Company 
(Docket No. IT-5801) 


August 26, 1942 


It appearing that: 

(a) South Carolina Electric & Gas Company of Columbia, South Carolina 
(sometimes hereinafter called “company”), a South Carolina corporation, owns, 
operates, and maintains along or on the Broad River in the State of South 
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Carolina, two hydroelectric projects, known as the Parr Shoals and Columbia 
plants ; . 

(b) The Columbia plant, which is situated on the Columbia Canal, an aid to 
navigation of the Broad River at Columbia, South Carolina, has an installed 
capacity of 9,750 kw, and the Parr Shoals plant, which is situated on Broad 
River proper about 28.5 miles upstream from its confluence with Saluda River, 
has an installed capacity of 14,880 kw; 

(c) The Broad River unites with the Saluda River at Columbia, South Caro- 
lina, to form the Congaree River, a tributary of the Santee River; and the 
Santee, Congaree and Broad Rivers are navigable waters of the United States, 
having such width, depth, channel, banks, and flow that they are capable of 
being, have been, and could be now used for the transportation of persons or 
property in interstate commerce; and the Columbia Canal was constructed for 
the purpose of facilitating navigation on the Broad River past the City of Co- 
lumbia ; 

(d) The aforesaid Columbia plant and the Parr Shoals plant are so operated 
and maintained that each affects the interests of interstate commerce in the 
navigation and navigable capacity of the Broad River; 

(e) Neither the aforesaid Columbia plant nor the Parr Shoals plant was 
constructed, and neither is now operated or maintained, under and in accordance 
with the terms of a permit or valid existing right-:f-way granted prior to June 
10, 1920 (within the meaning of these terms as used in section 23 (b) of the 
Federal Power Act), or of a license granted pursuant to the Federal Power 
Act; 

(f) The continued operation and maintenance of each of the aforesaid 
projects are in violation of the terms of the Federal Power Act for the reasons 
herein stated; ; 

(g) Although the Commission has repeatedly requested the company to file 
appropriate applications for licenses under the Federal Power Act for the two 
aforesaid projects, and conferences have been held between representatives of 
the respondent and the staff of the Federal Power Commission, at which 
prompt action was promised, the respondent has failed to file an appropriate 
application for either project up to the presént time; 

The Commission, upon consideration of the premises, finds that: 

In order to effectuate the provisions of the Act in the public interest, proper 
action should be taken to determine the issues presented herein; and 

It is ordered that: 

On or before September 15, 1942, South Carolina Electric & Gas Company shall 
show cause, if any there be, under oath and in writing, why: 

(i) It should not forthwith apply for and secure from the Commission ap- 
propriate authorization for the operation and maintenance of each of the 
aforesaid projects in accordance with the pertinent provisions of the Federal 
Power Act and the Rules of Practice and Regulations of the Commission there- 
under ; or 

(ii) The Commission should not forthwith enter such order or orders as it 
may find appropriate, expedient, and in the public interest to develop, conserve, 
and utilize the navigation and waterpower resources of the region, and to 
conserve and. protect the interests of the United States. 
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Order instituting investigation 


Arkansas Power & Light Company, Kansas Gas and Electrie Company, 
Louisiana Power & Light Company, Mississippi Power & Light Company, 
Nebraska Power Company, Oklahoma Gas and Electric Company, Public 
Service Company of Oklahoma, Southwestern Gas & Electric Company, South- 
western Light & Power Company, Texas Power & Light Company 


(Docket No. IT-5802) 
September 1, 1942 


It appearing to the Commission that: 

(a) On December 18, 1941, Arkansas Power & Light Company and the 
Defense Plant Corporation entered into an agreement for the sale and pur- 
chase, respectively, of electric energy to be used at the aluminum plant con- 
structed by the Defense Plant Corporation at Lake Catherine, Arkansas, as 
an emergency war measure ; 

(b) On August 1, 1942, Arkansas Power & Light Company filed copies of 
an agreement and supplement designated Arkansas Power & Light Company rate 
schedule FPC No. 12 and supplement No. 1 thereto, providing for the rates, 


charges and other arrangements in connection with the pooling of power 
resources of : 


Arkansas Power & Light Company 
Kansas Gas and Electric Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
Nebraska Power Company 

Oklahoma Gas and Electric Company 
Public Service Company of Oklahoma 
Southwestern Gas & Electric Company 
Southwestern Light & Power Company 
Texas Power & Light Company 


to enable Arkansas Power & Light Company to supply electric energy to the 
Defense Plant Corporation under the above contract of December 18, 1941 
(copy of which is attached to the rate schedule as Exhibit A thereto) ; 

The Commission finds that: 

It is necessary and proper, in the public interest, and in the interests of the 
war effort, and to aid in the enforcement of the provisions of the Federal Power 
Act, that an investigation be instituted by the Federal Power Commission, on its 
own motion, into and concerning the rates, charges, classifications, rules, regu- 
lations, practices, or contracts affecting the transmission and sale of electric 
energy under Arkansas Power & Light Company rate schedule FPC No. 12 and 
supplement No, 1 thereto; 

The Commission, upon its own motion, orders that: 

An investigation be, and it is hereby instituted, for the purpose of enabling 
the Commission : 


(i) To determine whether any rate, charge, or classification demanded, ob- 
served, charged, or collected by 


Arkansas Power & Light Company, 
Kansas Gas and Blectric Company, 
Louisiana Power & Light Company, 
Mississippi Power & Light Company, 
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Nebraska Power Company, 

Oklahoma Gas and Hlectric Company, 
Public Service Company of Oklahoma, 
Southwestern Gas & Electric Company, 
Southwestern Light & Power Company. 
Texas Power & Light Company, 


for the transmission or sale of electric energy under Arkansas Power & Light 
Company rate schedule FPC No. 12 and supplement No. 1 thereto, subject to the 
jurisdiction of the Commission, or whether any rule, regulation, practice, or 
contract affecting such rate, charge, or classification, is unjust, unreasonable, 
unduly discriminatory, or preferential; and 

(ii) If the Commission shall find that any such rate, charge, classification, or 
any rule, regulation, practice, or contract affecting such rate, charge, or classifi- 
tion, is unjust, unreasonable, unduly discriminatory, or preferential, to deter- 
mine the just and reasonable rate, charge, classification, rule, regulation, prac- 


tice, or contract to be thereafter observed and in force, and to fix the same by 
order. 


Order fizing date of hearing and suspending rate schedule 


United Fuel Gas Company 
(Docket No. G-—412) 
September 1, 1942 


It appearing to the Commission that: 

(a) United Fuel Gas Company has on file a rate schedule and supplements 
thereto designated in the files of the Commission as United Fuel Gas Company 
rate schedule FPC No. 3 and supplements Nos. 1 and 2 and supplement No. 2 
to supplement No. 2 to said rate schedule, providing for the sale of natural gas 
to Louisville Gas & Electric Company for resale for ultimate public consumption 
for domestic, commercial, industrial, or other use; 

(b) On July 15, 1942, United Fuel Gas Company submitted to the Commission 
for filing a rate schedule dated June 30, 1942, designated as United Fuel Gas 
Company rate schedile FPC No. 22, providing for increased rates or charges for 
such sales of natural gas to Louisville Gas & Electric Company and requested 
that the increased rates be allowed to take effect as of July 1, 1942; 

(c) Since this rate schedule FPC No. 22, dated June 30, 1942,.was not accom- 
panied by the information required by the Provisional Rules of Practice and 
Regulations under the Natural Gas Act to be filed with proposed increased rates, 
United Fuel Gas Company was advised of this omission by letter of July 21, 
1942; on August 3, 1942, United’s response was received statirig that compliance 
with the rules would require an amount of work out of all proportion with the 
business involved; without waiving compliance with the Provisional Rules of 
Practice and Regulations, this rate schedule was accepted for filing on August 
3, 1942; 

(d) Unless suspended by order of the Commission, United Fuel Gas Company 
rate schedule FPC No. 22 will become effective as of September 2, 1942, pursuant 
to the provisions of the Natural Gas Act aid the Provisional Rules of Practice 
and Regulations thereunder ; 

(e) In purported justification of the proposed increased rates or charges, United 
Fuel Gas Company did not submit the detailed information required by the Provi- 
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sional Rules of Practice and Regulations but in lieu thereof stated that the new 
rate schedule was an arm’s-length transaction between adverse parties; that it 
would equalize the rate to Louisville Gas & Electric Company with a rate charged 
another customer receiving natural gas at the same point of delivery; that, 
because the new rate schedule would result in a reduction in the volume of sales, 
United’s load factor would be lower than under the present rate schedule, and 
that the purchaser may call upon United for unlimited amounts of additional gas; 

(f) The schedule of increased rates or charges contained in United Fuel Gas 
Company rate schedule FPC No. 22 may result in excessive rates or charges to 
Louisville Gas & Electric Company or place an undue burden upon ultimate 
consumers of natural gas; and the proposed increased rates or charges have not 
been shown to be justified ; 

The Commission finds that: 

It is necessary, desirable and in the public interest that the Commission enter 
upon a hearing concerning the lawfulness of the proposed increased rates or 
charges and that said proposed increased rates or charges be suspended pending 
such hearing and the decision thereon ; 

The Commission, upon its own motion, orders that: 

(A) A public hearing be held on November 9, 1942, at 9:45 a. m., in the 
Hearing Room of the Federal Power Commission, 1800 Pennsylvania Ave- 
nue, NW., Washington, D. C., concerning the lawfulness of the rates or charges, 
subject to the jurisdiction of the Commission, contained in United Fuel Gas 
Company rate schedule FPC No, 22 for the sale of natural gas to Louisville Gas & 
Electric Company for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or any other use; ; 

(B) Pending such hearing and decision thereon, the schedule of increased 
rates or charges contained in United Fuel Gas Company rate schedule FPC No. 22, 
except insofar as it may provide for the sale of natural gas for resale for indus- 
trial use only, be and it hereby is suspended until February 2, 1943, or until such 
time thereafter as said schedule shall be made effective in the manner prescribed 
by the Natural Gas Act; 

(C) During the period of suspension, the rates or charges collected and received 
by United Fuel Gas Company from Louisville Gas & Electric Company, as pro- 
vided in United Fuel Gas Company rate schedule FPC No. 3, and supplements 
Nos. 1 and 2 and supplement No, 2 to supplement No. 2 to that rate schedule, 
except insofar as they may be for the sale of natural gas for resale for industrial 
use only, shall remain and continue in full force and effect ; 

(D) At the hearing, the burden of proof to show that the proposed increased 
rates or charges are just and reasonable shall be upon the United Fuel Gas 
Company ; 

(E) Interested State commissions may participate in said hearing as provided 
in section 67.4 of the Provisional Rules of Practice and Regulations under the 
Natural Gas Act. 


Order issuing temporary certificate of public conwenience and necessity 
Northern Natural Gas Company 
(Docket No. G-280) 


September 38, 1942 


Upon consideration of the application filed by Northern Natural Gas Company 
on May 4, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 





APPENDIX—ORDERS 805 


a temporary certificate of public convenience and necessity to authorize the con- 
struction, installation and operation of the facilities hereinafter described, and 
other material in the Commission’s records and files pertaining to the applicant; 
and 

It appearing to the Commission that: 

(a) Applicant is a corporation engaged in the production of natural gas in the 
States of Texas and Kansas and in the purchase of natural gas produced in the 
States of Texas, Oklahoma, and Kansas, and is engaged'in the transportation of 
such gas through and by use of its pipe lines extending from Texas into the States 
of Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South Dakota; 

(b) Applicant is engaged in the sale of natural gas for resale for ultimate public 
consumption for domestic, commercial, industrial or other uses in the States of 
Kansas, Nebraska, Iowa, Minnesota, and South Dakota; 

(c) Applicant seeks a temporary certificate of public convenience and necessity, 
pending the determination of its application for a certificate of public convenience 
and necessity filed May 4, 1942, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, authorizing applicant to construct, install, and operate the following 
described facilities for the purpose of increasing the daily capacity of its system to 
supply increased demands of the communities supplied at wholesale and main 
line industrial customers already attached and receiving gas service from its pipe 
line system: 

(i) A 1,000-horsepower compressor unit, with the required accessories, at appli- 
eant’s Sublette, Kansas, compressor station ; 

(ii) A 1,300-horsepower compressor unit, with the required accessories, at 
applicant’s Bushton, Kansas, compressor station ; 

(iii) An 800-horsepower compressor unit, with the required accessories, at 
applicant’s Hooper, Nebraska, compressor station ; 

(iv) A loop line of 20- and 24-inch steel pipe about 6.2 miles long extending in 
a southwesterly direction from the inlet side of the Sublette, Kansas, compressor 
station adjacent to and approximately parallel with applicant’s 20-inch main 
transmission line; 

(v) A loop line of 24-inch O. D. steel pipe about 9.9 miles long, approximately 
parallel with applicant’s 26-inch main transmission line, extending in a north- 
easterly direction from the northeastern end of an existing 24-inch line at a point 
about 23.9 miles northeast of applicant’s Mullinville, Kansas, compressor station, 
the location of which point is more specifically described as being 3,104 feet north 
and 55 feet west of the southeast corner of Section 23, Township 25 South, Range 
17 West, in Edwards County, Kansas; 

(vi) A loop line of 24-inch O. D. steel pipe about 15.3 miles long, approximately 
parallel with applicant’s 26-inch main transmission line, extending in a north- 
easterly direction from the northeastern end of a existing 24-inch loop line at a 
point about 26.8 miles northeast of applicant’s Bushton, Kansas, compressor sta- 
tion, the location of which point is more specifically described as being 60 feet east 
and 409 feet south of the northwest corner of Section 14, Township 14 South, 
Range 7 West, in Ellsworth County, Kansas; 

(d) Applicant has on hand and has been authorized by the War Production 
Board to use the equipment and material to install the compressor stations de- 
scribed in subparagraphs (i), (ii), and (iii) of paragraph (c) above, and the pipe 
and material to construct the loop line described in subparagraph (c) (iv); 

(e) Upon application to the War Production Board, applicant was granted cer- 
tain preference ratings for the pipe and material to construct the loop lines 
described in subparagraphs (v) and (vi) of paragraph (c) above; 
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The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial or other use 
and is a natural-gas company within the meaning of the Natural Gas Act; 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity 
authorizing the applicant to construct, install and operate the facilities described 
in subparagraphs (i) through (vi) of paragraph (c) above in order to assure 
maintenance of adequate service pending the Commission’s determination of the 
application for a certificate ; 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and it 
hereby is issued authorizing the applicant to construct, install and operate the 
facilities described in subparagraphs (i) through (vi) of paragraph (c), above, 
and as shown in the application, upon the following express terms and conditions: 

(i) The construction and installation of the facilities hereby authorized shall 
be commenced on or before November 1, 1942, and completed on or before June 1, 
1943, unless, pursuant to application filed prior to said dates, the Commission by 
order extends the time for commencement or completion of construction and 
installation of any or all of such facilities; 

(ii) Applicant shall submit a statement to the Commission, under oath, on 
December 1, 1942, February 1, 1943, and April 1, 1943, setting forth fully the 
progress of such construction and installation ; 

(iii) Applicant shall report in writing to the Commission, under oath, the 
completion date of each of the six units above described, together with the date 
that each unit is put into service; 

(iv) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever that may come before the Commis- 
sion with respect to said applicant, or the facilities herein authorized to be 
constructed and installed, and nothing herein shall be construed as an acquiescence 
by the Commission in any estimate or determination of cost, or any valuation of 
property claimed or asserted by the applicant, nor shall it be considered as a 
determination of service area under section 7 (f) of the Natural Gas Act, as 
amended ; 

(v) Upon failure of the applicant to comply with any of the terms’ and con- 
ditions contained herein, or upon a determination by the Commission of the 
application for a certificate of public convenience and necessity filed by the 


applicant on May 4, 1942, this temporary certificate shall cease to have any 
force or effect. 


Order authorizing emergency transmission of electric energy to Canada 
Buffalo Niagara Electric Corporation 


(Docket No. IT-5637) 


September 5, 1942 


Upon application filed June 15, 1942, by Buffalo Niagara Electric Corporation 
of Buffalo, New York, for authority to transmit electric energy to Canada pur- 
suant to section 202 (e) of the Federal Power ‘Act; and 
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It appearing that: 

(a) The electric energy hereinafter authorized to be transmitted to Canada 
will be generated in applicant’s Huntley Steam Generating Plant near the City 
of Buffalo, New York, and will be taken-from applicant by Canadian Niagara 
Power Company, Limited (a corporation organized and existing under the laws 
of the Province of Ontario, Canada) over existing lines at the International 
boundary opposite the City of Buffalo, at 3 phase 25 cycles and 40,000 volts, at 
a rate not exceeding 20,000 kilowatts ; 

(b) Under a letter agreement dated June 5, 1942, (attached to the application 
as exhibit “A”) Canadian Niagara Power Company, Limited (hereinafter called 
“Canadian Company”) will take from Buffalo Niagara Electric Corporation from 
its lines at the International boundary opposite the City of Buffalo, 25-cycle 
electric energy at approximately 40,000 volts at a rate not exceeding 20,000 kilo- 
watts and will supply to and permit The Niagara Falls Power Company to take 
at 25-cycle, 12,000 volts from its lines at the International boundary on the 
Rainbow Bridge opposite the City of Niagara Falls, New York, the exact equiva- 
lent of the energy supplied to it by Buffalo Niagara Electric Corporation less 
the amount of the losses incident to transformation and transmission ; 

(c) On April 30 and July 17, 1940, respectively, pursuant to the provisions 
of Executive Order No. 8202, dated July 13, 1939, and in accordance with the pro- 
visions of Order No. 67 of this Commission, dated November 3, 1939, Buffalo Niag- 
ara Electric Corporation along with Niagara, Lockport and Ontario Power Com- 
pany (docket Nos. IT—5637 and IT-5638) and The Niagara Falls Power Company 
(docket No. IT-5644) filed applications for Presidential Permits for the oper- 
ation, maintenance, and connection of facilities for the transmission of electric 
energy between the United States and Canada ; 

(d) On August 27, 1942, the President approved a Presidential Permit pur- 
suant to Executive Order No. 8202 to become effective upon acceptance of the 
conditions, provisions and requirements therein set forth, by the companies speci- 
fied in paragraph (Cc), above; 

The Commission finds that: 

(1) The applicant is the owner of the source of supply and the transmitter of 
the electric energy hereinafter authorized to be transmitted to Canada; 

(2) The transmission of electric energy to Canada by Buffalo Niagara Electric 
Corporation under the letter agreement of June 5, 1942, referred to in paragraph 
(b) above, will not impair the sufficiency of electric supply in the United States 
during such periods as the Canadian Company may supply to The Niagara Falls 
Power Company the exact equivalent of the energy supplied to the Canadian 
Comtapany by Buffalo Niagara Electric Corporation, less the amount of the losses 
incident to transformation and transmission; and such transmission of electric 
energy to Canada as hereinafter authorized will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission ; 

(3) The transmission of electric energy to Canada by the applicant and the 
use of the Canadian facilities for and during the period of the existing war 
emergency only will be consistent with the public interest as hereinafter provided ; 
and 

It is ordered that: 

(A) Effective as of the date of acceptance by the companies named in para- 
graph (c) above, of the terms and conditions of the Presidential Permit, which 
is to be submitted to said companies concurrently with the service of this order, 
and for and during the period of the existing war emergency only, Buffalo 
Niagara Electric Corporation is hereby authorized to transmit electric energy 
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from the United States to the Canadian Company in Canada under the terms 
of the letter agreement of June 5, 1942, referred to in paragraph (b) above, 
during such periods as the Canadian Company is supplying to The Niagara Falls 
Power Company the exact equivalent of the energy supplied to the Canadian 
Company by Buffalo Niagara Electric Corporation less the amount of the losses 
incident to transformation and transmission; Provided, That the applicant shall 
furnish to the Commission such reports with respect to the said transmission 
of electric energy as the Commission may deem necessary or appropriate; 
Provided, further, That the authorization herein granted may be modified from 
time to time, or terminated upon further order of the Commission ; 

(B) The applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy exported across the International boundary, and 
shall make, keep, and preserve full and complete records with respect to the move- 
ment of such energy, and upon the request of the Commission make report thereof 
under oath; 

(C) This authorization shall not deprive any State, State regulatory com- 
mission, or the Dominion of Canada, of the exercise of any lawful authority vested 
in such State, State regulatory commission, or the Dominion of Canada, over 
the applicant ; 

(D) Transfer or assignment of this authorization by operation of law or 
otherwise, except by involuntary transfer, including judicial sale and foreclosure 
Sale, shall not be valid, and this authorization shall thereupon automatically 
terminate unless this Commission shall approve such transfer or assignment prior 
to the effective date thereof ; 

(E) Thé authorization herein granted is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(F) The applicant shall file with the Commission all rate schedules, supple- 
ments, notices of succession in ownership or operation, notices of cancellation, 
and certificates of concurrence with respect to the energy to be transmitted in the 
form and manner specified in section 35.1 to section 35.12 of the Commission’s 
Rules of Practice and Regulations; 

(G) During the existing war emergency the transmission of electric energy 
to Canada by the Buffalo Niagara Electric Corporation as herein authorized shall 
not subject such company to the jurisdiction of the Commission as a “public 
utility” within the meaning of the term as used in the Federal Power Act beyond 
the jurisdiction now existing. 


Order affirming opinion and order of October 15, 1940, re disposition of unamor- 
tized debt discount, expense, call premium and other retirement costs 


Pennsylvania Water & Power Company 
(Docket No. IT-5663) 
September 9, 1942 


It appearing to the Commission that: 
(a) On October 15, 1940, we issued our opinion and order herein (2 F. P. C, 294) 
denying Pennsylvania Water & Power Company’s application for exemption from 
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the provisions of balance sheet accounts instruction 6-E of the Commission’s 
Uniform System of Accounts prescribed for public utilities and licensees with 
respect to the unamortized debt discount, expense, call premium, and other re- 
tirement costs associated with the refinanced and redeemed First Refunding 
Mortgage Gold Bonds Series “B”, 444%, due March 1, 1968; 

(b) On November 14, 1940, Pennsylvania Water & Power Company filed a 
seasonable application for rehearing and on December 13, 1940, we granted such 
application ; 

(c) The rehearing was held on January 24, 1941; 

The Commission finds that: 

Upon consideration of the previous orders in this proceeding, all evidence ad- 
duced of record, including the evidence on rehearing, the briefs and other docu- 
ments, its opinion and order of October 15, 1940, should be affirmed ; 

The Commission orders that: 

(A) Opinion and order of October 15, 1940, herein be and they are hereby 
affirmed ; 

(B) Pennsylvania Water & Power Company shall, within thirty days after 
issuance of this order, submit to the Commission the entries it has made in 
conformity with the opinion and order of October 15, 1940.* 


Order prescribing accounting procedure with respect to retirement of property 
paid for by contribution of consumers 


Washington Gas Light Company 
(Docket No. G—404) 
September 9, 1942 


It appearing to the Commission that: 

(a) Washington Gas Light Company, by a petition filed on July 25, 1942, 
requested authority to account for the retirement of property paid for by con- 
sumer contributions in accordance with the requirements prescribed in Finding 
No. 2, Section 7, of Order No. 1458, prescribed by the Public Utilities Commission 
of the District of Columbia on December 13, 1935; 

(b) Washington Gas Light Company is:subject to the jurisdiction of this 
Commission and the Public Utilities Commission of the District of Columbia ; 

(c) Under said Order No. 1458, the Public Utilities Commission of the District 
of Columbia prescribed the following accounting procedure with respect to con- 
tributions for extensions: 

“Whenever any service in use as of June 30, 1935, is retired, the amount in the 
respective Fixed Capital accounts of the particular company for such service 
shall be credited to the said Fixed Capital accounts and the proportionate amount 
included therefor in the reserve account, Contributions for Extensions, shall be 
charged to that account, the remainder being charged to Retirement Reserve. 


2 At the time we issued our opinion and order of October 15, 1940, In the Matter of 
Pennsylvania Water 4 Power Company (2 F. P. C. 294), the unamortized debt discount, 
expense, call premium, and other retirement costs applicable to the refunded issue were 
$886,738.51. It appears that since that time Pennsylvania Water & Power Company has 
amortized to December 31, 1941, a total of $319,807.33 by charges to its income account, 
leaving an unamortized balance at the latter date of $566,931.18. The amounts amortized 
through the income account in 1940 and 1941 are now effectively charged to earned 
surplus ; accordingly there remains $566,931.18 yet to be disposed of in accordance with our 
opinion and order of October 15, 1940. 





810 FEDERAL POWER COMMISSION 


After June 30, 1985, the cost of services installed shall be charged to the appro- 
priate Fixed Capital accounts and the contributions thereto by consumers shall 
be credited to the reserve account, Contributions for Extensions. Upon retire- 
ments of any such service the respective Fixed Capital accounts shall be credited 
with the full cost of the service and the amount of consumers’ contributions for 
such service shall be charged to the reserve account, Contributions for Exten- 
sions, charge being made to the Retirement Reserve only for the proportion of 
the cost which was borne by the particular company.” 

(d) Account 265, contributions in aid of construction, of the Commission’s 
Uniform System of Accounts Prescribed for Natural Gas Companies, effective 
January 1, 1940, provides, in part, as follows: 

“A. This account shall include donations or contributions in cash services, or 
property from States, municipalities, or other governmental agencies, individuals, 
and others for construction purposes. * * * 

“B. The credits to this account shall not be transferred to surplus account or 
to any other account without the approval of the Commission, except as provided 
in Gas plant instruction 12-F.” 

(e) Washington Gas Light Company alleges in its petition that it has kept its 
accounts in conformity with Order No. 1458 of the Public Utilities Commission of 
the District of Columbia since the effective date of that order; that the contribu- 
tions in question are made primarily in connection with running gas services 
and extensions through private property which, generally, are classified as Dis- 
tribution Plant; and that the portion of the property to which such contributions 
relate is not included in the depreciable base in determining the amount of 
depreciation for rate-making purposes ; 

The Commission orders that: 

(A) The petition of Washington Gas Light Company to follow the require- 
ments of Order No. 1458, as described in paragraph (c) hereof, in retiring prop- 
erty paid for by contributions of consumers, be and the same is hereby granted; 

(B) The accounting procedure herein approved shall not be construed as 
creating a precedent with respect to future considerations of questions incident 
to accounting for items of the nature herein presented. 


Order authorizing disposition of amounts in Account 107, electric plant 
adjustments 


Pennsylvania Power Company 
(Docket No. I'T—5687) 
September 9, 1942 


It appearing to the Commission that: 

(a) Pennsylvania Power Company, hereinafter sometimes referred to as 
“Pennsylvania,” filed its proposed reclassification and original cost studies re- 
quired by electric plant accounts instruction 2—-D of the Commission’s Uniform 
System of Accounts prescribed for public utilities and licensees, effective January 
1, 1937, and the Commission’s order of May 11, 1937; 

(b) By letter dated August 13, 1940, Pennsylvania was advised that its re- 
reclassification and original cost studies had been accepted for filing but that 
“such acceptance under no circumstances shall be construed as approving the 
figures contained therein, but,.on the contrary, the Commission reserves the full 
right at any time in the future to make such examination of the books of account 
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and other documents in the possession of the company as it may deem warranted, 
and to order such adjuSting entries as may be appropriate” ; 

(c) No field studies of Pennsylvania’s reclassification and original cost studies 
have yet been made by the staff of the Commission ; : 

(d) On March 31, 1941, Pennsylvania submitted a petition requesting authority 
to dispose of $105,122.45, representing preferred stock selling expense and clas- 
sified by it in its original cost studies in Account 107, by transferring that amount 
to Account 146, other deferred debits, and amortizing same by crediting thereto 
$39,598.20 annually until the $105,122.45 is extinguished ; 

(e) Thereafter, as a result of correspondence .and conferences between the 
staff of this Commission and Pennsylvania, the petition was amended on Novem- 
ber 18, 1941, and February 28, 1942; 

(f) By such amended petition, Pennsylvania now requests approval of the 
disposition of the following amounts classified in Account 107: 


Description , 

Unrecorded retirements__......-.......-~- Dest dilpedeb iden stulasia-+ tapi 
Difference between book cost and original cost of property trans- 

ferred to New Castle Electric Company by Pennsylvania Ohio 

Electric Co 268, 694. 296 
Difference between cost of acquisition of operating units and sys- 

tems and amount recorded on books (19, 704. 99) 
Bntry recorded on books to increase plant account to amount 

of appraisal 892, 666. 96 
Over retirement of property sold—difference between sale price 

credited to plant account and original eost (364, 165. 01) 
Difference between book cost and fair market value of property 

acquired from New Castle and Lowell Realty Company 54, 083. 98 
Preliminary survey and investigation charges 11, 067. 64 
Lawrence Gas Company capital stock included in plant account... 10,000.00 
Sundry items (net) 1, 390. 15 


Subteta his) ss ices isi inset deanna rin dgnesiceinenliiee 709, 984. 78 
Preferred stock selling expense 105, 122, 45 


Subtotal ; 815, 107. 23 
Contributions in aid of construction credited to plant aceount.... (18, 732.10) 
Customers’ advanees for construction included in plant account.. (738. 28) 


(g) Pennsylvania proposes to dispose of the amounts described in paragraph 
(f) hereof by charging $102,335.94 thereof to Account 250, reserve for deprecia- 
tion of electric plant, by charging $712,771.29 thereof to Account 271, earned 
surplus, by crediting $18,732.10 thereof to Account 265, contributions in aid of 
construction, and by crediting $738.28 thereof to Account 241, customers’ advances 
for construction ; 

(h) Pennsylvania Public Utility Commission approved the foregoing disposi- 
tion, reserving the right to make subsequent adjustments which might result 
from a field study which was in progress of Penhsylvania’s original cost studies, 
by the staff of the Pennsylvania Commission ; 

The Commission finds that: 

The proposed disposition of the amount of $795,636.85 as described in para- 
graph (g) hereof is in accordance with correct accounting principles and the 
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Commission’s Uniform System of Accounts prescribed for public utilities and 
licensees ; 


The Commission orders that: 

(A) Pennsylvania dispose of the amount of $795,636.85 in the manner de- 
scribed in paragraph (g) hereof, provided, however, that the authorization for 
such disposal shall not be construed as a waiver of the reservation referred to 
in paragraph (06) hereof; 

(B) Pennsylvania submit within thirty (30) days from the date of this order 
certified copies of the entries giving effect to the disposition of the amount of 
$795,636.85 as herein directed. 


Order issuing certificate of public convenience and necessity 
Memphis Natural Gas Company 
(Docket No. G-315) 
September 9, 1942 


Upon consideration of the application filed by Memphis Natural Gas Company 
on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continua- 
tion of operations by the company, subject to the Commission’s jurisdiction, 
in which the company has been bona fide engaged since prior to February 7, 
1942; and 

It appearing to the Commission that: 

(a) Memphis Natural Gas Company (hereinafter referred to as “applicant’”) 
is engaged in the transportation of natural gas in interstate commerce and in 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption by means of its natural gas pipe line system extending from the 
Monroe Field in Louisiana across the Louisiana-Arkansas State line and through 
Arkansas, across the Arkansas-Mississippi State line and through Mississippi, 
and across the Mississippi-Tennessee State line into western Tennessee ; 

(b) The application was duly made to the Commission within ninety days 
after February 7, 1942, and complies with the Commission’s regulations as to 
form and content; 

(c) Notice of the application has been duly served upon all interested parties, 
in- accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register page 4007, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

The'Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby 
is issued to Memphis Natural Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transportation 
and sale of natural gas subject.to the jurisdiction of this Commission ; 
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(B) This certifieate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Determination of proportion of annual charges due for headwater benefits 


Southern California, Edison Company, Ltd., Pacific Gas and Electric Company 


(Docket No. IT-5753) 
September 15, 1942 


Upon application filed December 8, 1941, by Southern California Edison Com- 
pany, Ltd., licensee for projects Nos. 67 and 120, for a determination under 
section 10 (f) of the Federal Power Act of the equitable proportion of annual 
charges for the year 1940 for interest, maintenance and depreciation on its 
storage reservoirs and other headwater improvements located on tributaries of 
the San Joaquin River in California and of benefit to the Pacific Gas and Electric 
Company, licensee for project No. 96, upon which application no hearings have 
been requested ; and 

Upon the record before the Commission, including the several records of hear- 
ings held on the March 5, 1929, application for a determination of the equitable 
proportion of annual charges and exhibits submitted in connection therewith, 
and in consideration of the findings and opinion of the Commission entered 
January 23, 1939 herein (1 F. P. C. 567), and Exhibits A and B, prepared in 
accordance with said Commission opinion and submitted with the present 
application, the Commission determincs that: 

The respective proportions of annual charges to be paid by the Pacific Gas and 
Electric Company to Southern California Edison Company, Ltd., for interest, 
maintenance and depreciation on the several storage reservoirs and other head- 
water improvements of the Southern California Edison Company, Ltd., for 
benefits directly received for the year 1940 are as follows: 


Item : 
Huntington Lake 
Florence Lake. 
Shaver Lake 
Water Rights 
Upper Florence Tunnel and Intake 
Mono-Bear Diversion Works and Conduit 
Lower Florence Tunnel 
Upper Shaver Conduit 
Lower Shaver Conduit 
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Order accepting reduced rates for filing and terminating proceedings 


Illinois Commerce Commission, Complainant v. Natural Gas Pipeline Company of 
America and Texoma Natural Gas Company, Defendants; Natural Gas Pipeline 
Company of America and Texoma Natural Gas Company 


(Docket Nos. G-109, G-112) 
September 19, 1942 


It appearing to the Commission that: 

(a) By our opinion and interim order of July 23, 1940, herein ‘(2 F. P. C. 218), 
based upon the companies’ estimates of revenues and replacement cost of prop- 
erty, Natural Gas Pipeline Company of America (hereinafter sometimes referred 
to as Pipeline) and Texoma Natural Gas Company were ordered to reduce their 
rates to reflect a reduction of not less than $3,750,000 per annum in the operat- 
ing revenues of Pipeline, and it was further ordered that the record remain open 
for such ‘future proceedings as the Commission deemed necessary or desjrable ; 

(b) On April 20, 1942, subsequent to the affirmance of opinion and the order of 
July 23, 1940, herein, by the Supreme Court of the United States, Pipeline filed 
supplements to its rate schedules in conformity with opinion and the order of July 
28, 1940, providing for a reduction in operating revenues of approximately $3,770,- 
000 per annum, which supplements, pursuant to order of April 23, 1942, were 
allowed to take effect as of September 1, 1940; 

(c) In the light of the principles enunciated in the decision of the Supreme 
Court affirming opinion and the order of July 23, 1940 herein, the Commission’s 
staff estimated, upon the basis of the actual cost of the companies’ properties less 
depreciation and depletion reserves plus working capital and the actual revenues 
for 1942, the amount available for additional reduction in Pipeline’s revenues to 
be approximately $2,750,000 over and above the reduction theretofore made in 
conformity with our opinion and the order of July 23, 1940; 

(d) As a result of conferences held by the Commission’s staff with the staff 
of Pipeline and Texoma Natural Gas Company, the companies accepted as correct 
the amount found by the staff of this Commission to be available for further 
reduction ; 

(e) On August 15, 1942, Pipeline filed proposed first revised sheets Nos. 2, 8, 
4, 11, 12, 14, 15, and 20 and revised sheets Nos. 8 and 9 canceling original sheets 
Nos. 8 and 9 of its rate book of FPC Gas Schedules, to take effect as of Sep- 
tember 20, 1942, which, together with certain minor reductions in rates resulting 
from the filing of its rate book of FPC Gas Schedules which became effective 
August 20, 1942, result in a total additional reduction, over and above the re- 
duction heretofore made in conformity with our opinion and order of July 23, 
1940, of $2,738,000 per annum based upon revenues for 1942 and of $2,855,000 
per annum based upon estimated revenues for the year ending May 81, 1943; 

(f). The Commission’s staff is of the opinion that this additional reduction will 
result in just and reasonable rates for Pipeline; 

(g) The Commission is in full accord with the holdings of the United States 
Circuit Court of Appeals for the Seventh Circuit in its opinion dated June 30, 
1942, in the case of Natural Gas Pipeline Company of America and Texoma Nat- 
ural Gas Company, Petitioners v. Federal Power Commission and Illinois Com- 
merce Commission, Respondents, 134 F. (2d) 268, that it is the ultimate “con- 
sumers for whose benefit’ these proceedings were instituted. The utilities with 
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whom pétitioners (Natural Gas Pipeline Company of America and Texoma Nat- 
ural Gas Company) contracted were merely conduits by which natural gas trans- 
ported by petitioners was delivered to customers by utilities,” and that it is “for 
the consumers the Federal Power Commission acted.” 

(h) Pipeline has advised the Commission that copies of the proposed new rates 
were submitted to each purchaser at-the time of filing with the Commission, and 
public notice of the proposed new rates was given by the Commission’s Release 
No. 2005; issued August 24, 1942, but no protests with respect thereto have been 
received by the Commission ; 

(i) By letter of August 21, 1942, the Commission notified the Illinois Com- 
merce Commission, complainant in these proceedings, of the proposed new rates 
and subsequently the Illinois Commerce Commission was advised that this Com- 
mission would defer action until September 11, 1942, to allow time for com- 
ments to be received from them, but no comments have been received by this 
Commission from the Illinois Commerce Commission with respect to the proposed 
new rates ; 

(j) By opinion and orders of March 18, 1942, entered In the Matter of Canadian 
River Gas Company, et al., docket No. G—118, et al., supra, p. 32, now pending 
review in the United States Circuit Court of Appeals for the Tenth Circuit, the 
Commission ordered a reduction in the rates and charges of Colorado Interstate 
Gas Company, subject to the jurisdiction of the Commission, in the amount of 
$2,065,000 per annum, of which amount $655,000 constituted excessive charges 
to Pipeline ; 

The Commission finds that: 

(1) The reductions in operating revenues provided by Pipeline’s rate book of 
FPC Gas Schedules and the revised sheets therefor are in substantial accord with 
the estimates of the Commission’s staff for a proper reduction over and above 
the reduction heretofore made in conformity with our opinion and order of July 
23, 1940 herein ; 

(2) Pipeline’s rates and charges as contained in the rate book of FPC Gas 
Schedules with said revised sheets will be just and reasonable ; 

(3) It will be in the public interest to accept for filing the revised sheets for 
Pipeline’s book of FPC Gas Schedules and to terminate the proceedings in these 
matters ; 

The Commission orders that: 

(A) The first revised sheets Nos. 2, 3, 4, 11, 12, 14, 15 and 20 and revised 
sheets Nos. 8 and 9 canceling original sheets Nos. 8 and 9 for Pipeline’s rate 
book of FPC Gas Schedules be and they are hereby accepted for filing to become 
effective on and after September 20, 1942; 

(B) Any reduction in rates or charges received by Pipeline for natural gas 
purchased from Colorado Interstate Gas Company as a result of the reductions 
ordered in the opinion and the orders of March 18, 1942, In the Matter of Canadian 
River Gas Company, et al., supra, shall be reflected by additional equivalent 
reductions in Pipeline’s rates and charges through the filing of schedules to 
reflect such additional reductions; 

(C) The order of August 20, 1942, postponing the resumption of the hearing 
in these matters be and it is hereby vacated and the proceedings are terminated ; 

(D) This order is without prejudice to any findings or orders which may be 
made by the Commission in any proceeding now pending or hereafter instituted 
by or against Pipeline. 


582231—44—-vol. 3 52 
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Order issuing certificate of public convenience and necessity 


United Gas Pipe Line Company 
(Docket No. G-411) 
September 23, 1942 


Upon application of the United Gas Pipe Line Company, filed August 24, 
1942, pursuant to section 7 (c) of the Natural Gas Act, for a certificate of 
public convenience and necessity authorizing the construction and operation of 
a pipe line extension to its existing pipe line system, so as to connect with a 
new source of natural gds supply in the Lafourche Crossing Field in southern 
Louisiana; and 

It appearing to the Commission that: 

(a) Pursuant to the Commission’s rules and regulations, public notice of the 
filing of this application was duly given and no protest or objection was received 
by the Commission ; 

(b) After appropriate notice had been given a public hearing with respect 
to this application was held on September 14, 1942, and at the conclusion of 
in the States of Texas, Louisiana, Mississippi, Alabama, and Florida and 
the Commission ; 

The Commission, having considered the application, the record made with 
respect to it during the public hearing and the oral argument presented, finds 
that: 

(1) Applicant owns and operates an integrated natural gas pipe line system 
in the States of Texas, Louisiana, Mississippi, Alabama, and Florida and 
engages in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption for domestic, commercial, industrial and other uses, and is a natural- 
gas company within the meaning of the Natural Gas Act; 

(2) Applicant proposes to meet the increased demands for natural gas in the 
region served by its existing Lirette-Mobile line, which are due mainly to the 
war effort, by utilizing available and adequate sources of supply of natural gas 
in southern Louisiana ; 

(3) Applicant proposes to’ build an extension to its existing interstate pipe 
lines, so as to connect the gas supply in the Lafourche Crossing Field with its 
pipe line which extends from the Gibson Field to a junction in southern Louisiana 
with its Lirette-Mobile line; 

(4) The natural gas which will be transported from the Lafourche Crossing 
Field through the proposed pipe line extension will be received in that gas field 
at applicant’s metering station after being gathered by the seller, Mikton Oil 
Company, and will then flow through the extension into the Gibson Field line and 
the Lirette-Mobile line, and the gas will continue its movement from Louisiana 
into Mississippi and Alabama for ultimate sale to industries and to distributing 
companies for resale for public consumption ; 

(5) On September 21, 1942, the War Production Board authorized applicant’s 
proposed construction of this “Lafourche Extension” and assigned preference 
ratings for necessary materials; 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed, and to conform to the provisions of the Act and the regulations of 
the Commission ; 

(7) The public convenience and necessity require the construction and opera- 
tion of the “Lafourche Extension,” consisting of approximately 5%4 miles of 
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85¢-inch pipe line with appurtenances, to connect with applicant's existing Gibson 
Field line which is interconnected with its Lirette-Mobile line; 

The Commission, therefore, orders that :~* 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to United Gas Pipe Line Company, authorizing that Company to construct and 
operate the proposed pipe line extension with all necessary appurtenances, includ- 
ing a dehydration plant, measuring and regulating equipment and communication 
facilities, upon the conditions: 

(i) That applicant shall, within 15 days after the completion of the proposed 
project, file a sworn statement advising the Commission of such completion ; 

(ii) That applicant shall comply with the provisions of the Natural Gas Act and 
the Commission’s orders, rules and regulations heretofore and hereafter issued ; 

(iii) That the issuance of this certificate is without prejudice to the authority 
of the Commission with respect to rates, valuation, costs, services, accounts, or 
any other matters whatsoever that may come before the Commission with respect 
to applicant or this project ; 

(iv) That the issuance of this certificate shall not affect in any manner this 
Commission’s determination of applicant’s service area pursuant to section 7 (f) 
of the Natural Gas Act; 

(v) That this certificate shall not be transferable except upon express approval 
of the Commission ; 

(B) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order denying rehearing and amending former order 
Puget Sound Power & Light Company 


(Project No. 943) 


September 26, 1942 























Upon consideration of the petition for rehearing and memorandum in support 
thereof, filed August 27, 1942, by the above-named licensee for project No. 943, 
with respect to the Commission’s opinion and order of July 28, 1942, herein, 
supra, p. 231, determining the actual legitimate original cost of said project and 
prescribing the accounting therefor, and the entire record in these proceedings ; 
and 

It appearing to the Commission that: 

(a) As of November 30, 1936, the licensee made certain adjustments which in- 
cluded a $10,805,995.22 reduction of its common stock without par value, and the 
creation of capital surplus in that amount; 

(b) The accounting adjustments, above specified, constituted an accounting 
reorganization in which the licensee’s earned surplus was eliminated ; 

(c) The disallowed amounts, which are directed to be charged to earned sur- 
plus under paragraphs (E) and (F) of the Commission's order of July 28, 1942, 
are applicable to the period prior to the effective date of the accounting reorganiz- 
ation, above specified ; 

The Commission finds that: 

It is necessary and appropriate under the circunistances here presented that 
paragraph (BE) and (F) of the Commission’s order of July 28, 1942, be amended 
as hereinafter provided ; and 
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The Commission orders that: 

(A) Paragraph (EB) of the Commission's order of July 28, 1942, be and it 
hereby is amended to read as follows: 

“(E) The licensee ‘remove from this project’s accounts and transfer to Account 
270, capital surplus, the amounts, totalling $1,105,002.82, listed in column (8) 
under the heading “Earned surplus” in said tabulation ;” 

(B) Paragraph (F) of the Commission’s order of July 28, 1942, be and it 
hereby is amended to read as follows: 

“(F) All amounts now carried in licensee’s asset accounts as part of the 
original charges to the cost of this project up to and including May 31, 1983, and 
not otherwise disposed of by this order, and which do not represent the cost of 
some physical property other than this project, shall be transferred from such 
accounts, both control and subsidiary, in which included, and the net amount 
thereof charged to Account 270, capital surplus, pursuant to and in accordance 
with the applicable provisions of said Uniform System of Accounts ;” 

(C) The petition for rehearing filed on August 27, 1942, be and the same 
hereby is denied ; 

(D) Within 60 days of service of this order, licensee comply with the Commis- 
sion’s order of July 28, 1942, as amended, and execute and submit to the Com- 
mission FPC Form No. 76 showing such compliance. 


Order issuing temporary certificate of public convenience and necessity 


Mt, Morris Gas Company 
(Docket No. G-413) 
September 28, 1942 


Upon consideration of the application filed by Mt. Morris Gas Company on 
September 11, 1942, for permission to construct a pipe line connecting its facilities 
with those of Hope Natural Gas Company in the Borough of Mt. Morris, Greene 
County, Pennsylvania, and other pertinent material in the Commission’s records 
and files; and 

It appearing to the Commission that: 

(a) Applicant is a partnership engaged in the distribution and sale of natural 
gas for ultimate public consumption in the Borough of Mt. Morris, Greene County, 
Pennsylvania ; 

(b) Hope Natural Gas Company is a corporation engaged in the production of 
natural gas in the State of West Virginia and in its transportation and sale in 
interstate commerce for resale for ultimate public consumption, and is a natural- 
gas company within the meaning of the Natural Gas Act. 

(c) Applicant seeks permission to construct a 3-inch and 34-inch pipe line 
extending from its distribution facilities approximately 4,400 feet and connecting 
with the 12-inch pipeline of Hope Natural Gas Company where the latter crosses 
the Pennsylvania-West Virginia State line in the Borough of Mt. Morris, Greene 
County, Pennsylvania, in order to relieve the critical shortage of natural gas now 
being suffered by applicant by reason of the diminishing supply heretofore ptr- 
chased from Northeastern Oi] & Gas Company and the impending removal of 
the latter’s facilities; 
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(d) Applieant has on hand the equipment and materials necessary for the 
proposed pipe line and has applied to the War Production Board for authorization 
to use such equipment and materials therefor ; 

(e) The application should be considered as an application for a certificate of 
public convenience and necessity under section 7 (c) of the Natural Gas Act, as 
amended, to authorize the construction, installation, and operation of the facilities 
described in paragraph (c) above; 

The Commission finds that: 

(1) Applicant will be engaged in the transportation of natural gas in inter- 
state commerce upon completion and operation of the proposed pipe line connect- 
ing with the facilities of Hope Natural Gas Company and therefore a natural-gas 
company within the meaning of the Natural Gas Act; 

(2) By reason of the emergency affecting applicant, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity 
authorizing applicant to construct, install, and operate the facilities described in 
paragraph (c) above in order to assure maintenance of adequate service pending 
the Commission's determination of the aforesaid application ; 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and it 
hereby is issued authorizing applicant to construct, install, and operate the facili- 
ties described in paragraph (¢c) above, and as shown in the aforesaid application, 
upon the following express terms and conditions: 

(i) Applicant shall secure the authorization of the War Production Board for 
the use of equipment and materials necessary for the facilities hereby authorized 
before commencing their « onstruction and installation ; 

(ii) Applicant shall file immediately with the Commission, a plan and descrip- 
tion of the pipe line hereby authorized, its route, and right-of-way ; 

(iii) The construction and installation of the facilities hereby authorized shall 
be commenced on or before October 30, 1942, and completed on or before December 
1, 1942, unless, pursuant to application filed prior thereto, the Commission by order 
extends the time for commencement or completion of construction and installation 
of any or all of such facilities ; 

(iv) Upon completion of such construction and installation, but not later than 
December 5, 1942, applicant shall file in writing and under oath, a statement of 
completion, together with the date the facilities hereby authorized are put into 
service; 

(v) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever that may come before the Commis- 
sion with respect to applicant, or the facilities here authorized to be constructed 
and installed, and nothing herein shall be construed as an acquiescence by the 
Commission in any estimate or determination of cost, or any valuation of property 
claimed or asserted by applicant, nor shall it be considered as a determination of 
service area under section 7 (f) of the Natural Gas Act, as amended; 

(vi) In the event of failure of applicant to comply with any of the terms and 
conditions contained herein, or upon a determination by the Commission of. the 
aforesaid application filed September 11, 1942, this temporary certificate shall 
cease to have any force or effect. 
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Order authorizing continuation of additional diversions for temporary use 
The Niagara Falls Power Company 
(Project No. 16) 
September 29, 1942 


It appearing to the Commission that: 

(a) By agreement between the Governments of the United States and Canada, 
evidenced by an exchange of notes in Washington, D. C., on May 20, 1941, and 
approved by the Senate on June 12, 1941, an additional diversion of 5,000 c. f. s. 
of water from the Niagara River was made available to the United States “for 
the duration of the emergency and in all events subject to reconsideration by 
both Governments on October 1, 1942”; 

(b) By agreement between the Governments of the United States and Canada, 
evidenced by an exchange of notes in Washington, D. C., on October 27, 1941, 
and approved by the Senate on November 27, 1941, an additional diversion of 
7,500 c. f. s. of water from the Niagara River was made available to the United 
States “for the duration of the emergency and in any event subject to recon- 
sideration on October 1, 1942”; 

(c) By amendments Nos. 4 and 5 of the project No. 16 license, the Commission 
authorized the diversion by The Niagara Falls Power Company of the additional 
5,000 c. f. s. and 7,500 c. f. s. of water, respectively, through Project No. 16 for 
temporary use until October 1, 1942; 

(d) By letter dated September 10, 1942, The Niagara Falls Power Company 
has requested the Commission to authorize the continuation of such diversions 
for the period of the present national emergency ; 

(e) The State Department has advised the Commission that the emergency 
diversions of 5,000 c. f. s. and 7,500 c. f. s. may be permitted to continue after 
October 1, 1942, for the duration of the emergency subject, however, to modi- 
fication or termination at any. time upon further reconsideration by the two 
governments ; 

(f) The electric energy generated from the emergency diversions is essential 
to supply the power requirements of war industries, to which it has been allotted 
by the Commission and the War Production Board; 

The Commission finds that: e 

It is necessary and appropriate in the public interest and in the interest 
of the war effort that The Niagara Falls Power Company, licensee of project 
No. 16, be authorized to continue to divert the additional 5,000 c. f. s. and 7,500 
e. f. s. of water for temporary use through said project, as hereinafter provided; 

The Commission orders that: 

The Niagara Falls Power Company, licensee of project No. 16, be and it 
hereby is authorized to continue the diversions authorized by amendments Nos. 
4 and 5 of the project No. 16 license, upon the terms and conditions set forth 
in said amendments: Provided, That such diversions shall be limited to the 
present national emergency and shall be subject to termination or modification 
at any time upon order of the Commission. 
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Order issuing certificate of public convenience and necessity 
The Commercial Gas Pipeline Company 
(Docket No. G-309) 
October 6, 1942 


Upon consideration of the application, as supplemented, filed by The Commer- 
cial Gas Pipeline Company on May 7, 1942, pursuant to section 7 (c) of the 
Natural Gas Act, as amended, for a certificate of public convenience and necessity 
authorizing the continuation of operations by the company, subject to the Com- 
mission’s jurisdiction, in which the company has been bona fide engaged since 
prior to February 7, 1942; and 

It appearing to the Commission that: 

(a) The Commercial Gas Pipeline Company (hereinafter referred to as “appli- 
eant”) is engaged in the transportation of natural gas in interstate commerce 
and in the sale of natural gas in interstate commerce for resale for ultimate 
public consumption by means of its natural gas pipe line system located in the 
Counties of Allen, Bourbon, Anderson, and Linn in the State of Kansas; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4005, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and has 
so operated since that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942, (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
to The Commercial Gas Pipeline Company authorizing the continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transportation 
and sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuations, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations or orders heretofore or hereafter issued by 
the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing certificate of public convenience and necessity 
Southern Natural Gas Company 
(Docket No. G—296) 
October 6, 1942 


Upon consideration of the application filed by Southern Natural Gas Company 
on May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in 
which the company has been bona fide engaged since prior to February 7, 1942; 
and 

It appearing to the Commission that: 

(a) Southern National Gas Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas in interstate commerce and in 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption by means of its main natural-gas pipe line system extending from 
a point in the Logansport Field near Joaquin, Texas, in a generally northeasterly 
direction to and across the Texas-Louisianha State line to the Perryville Station 
in the Monroe, Louisiana, gas field; thence easterly across Louisiana to and 
across the Louisiana-Mississippi State line; generally easterly across Mississippi 
to and across the Mississippi-Alabama State line, into Alabama to Reform Station 
and thence across the Sipsey River where the line branches, one branch con- 
tinuing eastward across Alabama to and across the Alabama-Georgia State line; 
in Alabama to a point a few miles southwest of Atlanta where it turns south- 
east to Macon with branches ending at Dry Branch, Gordon and Milledgeville, 
Georgia, and with the other branch running southeast and east from the junc- 
tion point to the Alabama-Georgia State line near Columbus, Georgia, and with 
principal laterals extending from the main lines to Vicksburg, Durant, Meridian 

and West Point, Mississippi; Cordova, Bessemer, Birmingham, Talladega, 
’ Gadsden, Selina, Montgomery and Opelika, Alabama; and Calhoun, Newnan, 
Atlanta, and Thomaston, Georgia; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4010, and no protest thereto has been received; 

The Commission finds that: 

(1) The applicant is a natural-gas company within the meaning of the 
Natural Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February. 7, 1942 (the effective date of section 7 (c) amended) and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Southern Natural Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transporta- 
tion and sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission ; shall be without prejudice to the authority of the Commis- 
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sion over rates, valuation, costs, services, accounts, or any other matters what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Apex Gas Company, Inc. 
(Docket No. G—-293) 
October 6, 1942 


Upon consideration of the application filed by the Apex Gas Company, Inc., on 
May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for a 
certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission's jurisdiction, in which the 
company has been bona fide engaged since prior to February 7, 1942; and 

It appearing to the Commission that: 

(a) Apex Gas Company, Inc. (hereinafter referred to as “applicant”’), is 
engaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption by means of its natural gas pipe line system extending from a point in 
the Logansport Field near Joaquin, Texas, generally easterly for 8,057 feet to 
the Texas-Louisiana State line across said State line, and thence generally 
easterly for 171,598 feet in DeSoto Parish, Louisiana, to Wemple Station ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over the route described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies with 
the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Apex Gas Company, Inc., authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, for the transportation and 
sale of natural gas, subject to the jurisdiction of this Commission ; 
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(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Independent Natural Gas Company 
(Docket No. G-379) 
October 6, 1942 


Upon consideration of the application made by the Independent Natural Gas 
Company on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission's juris- 
diction, in which the company has been bona fide engaged since prior to February 
7, 1942; and 

It appearing to the Commission that: 

(a) Independent Natural Gas Company (hereinafter referred to as “appli- 
eant”) is engaged in the transportation of natural gas in interstate commerce 
. and in the sale of natural gas in interstate commerce for resale for ultimate public 
consumption by means of its natural gas pipe line system extending from its 
Grayco Booster Station in Gray County, Texas to its connection with the Northern 
Natural Gas Company’s pipe line in northeast Carson County, Texas, and by 
means of its Lodi compressor station located in south Cass County, Texas; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Independent Natural Gas Company authorizing its continued opera- 
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tion of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the trans- 
portation and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts or any other matters what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing limited certificate of public convenience and necessity 


West Texas Gas Company 


(Docket No. G—422) 


October 10, 1942 


Upon consideration of the application for a certificate of public convenience and 
necessity filed by West Texas Gas Company cn:May 7, 1942, at docket No. G-330, 
pursuant to section 7 (c) of the Natural Gas Act, as amended, and the applica- 
tion filed on September 17, 1942, at docket No. G-422, for a temporary certificate of 
public convenience and necessity to authorize the construction, installation, and 
operation of the facilities hereinafter described, and other material in the Com- 
‘miission’s records and files pertaining to the applicant; and 

It appearing to the Commission that: 

(a) Applicant is a corporation engaged in the purchase, transportation, and 
sale of natural gas. In addition to serving numerous communities in the State 
of Texas, it purchases Texas-produced gas and transports such gas through its 
pipelines situated in the State of Texas and extending to a point adjacent to the 
boundary line of the States of Texas and New Mexico; sales of gas are made at 
that point by applicant to the New Mexico Eastern Gas Company, which latter 
company transports such gas out of the State of Texas to points within the State 
of New Mexico, for resale for ultimate public consumption in that State, for domes- 
tic, commercial, and industrial uses. The sales of gas by applicant to New Mexico 
Eastern Gas Company constitute a part of an established course of business be- 
tween the two companies extending over a period of years. There is a continuous 
flow of the gas from the points in Texas, from whence applicant transports the 
same to points in New Mexico; 

(b) Applicant seeks a temporary certificate of public convenience and necessity, 
pending the determination of its application for a certificate of public convenience 
and necessity filed May 7, 1942, at docket No. G-330, pursuant to section 7 (c) of 
the Natural Gas Act, as amended, authorizing applicant to construct, install, and 
operate the following described facilities for the purpose of increasing the daily 
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capacity of its system to supply increased demands of the communities supplied 
by it and industrial customers already attached and receiving gas service from 
its pipe-line system: 

(i) 63 miles of 10%-inch O. D. loop pipe line between two points in Hale 
County, Texas; 

(ii) a 500 Brake Horsepower Compressor and related facilities at a point in 
Randall County, Texas; 

(c) Upon application to the War Production Board, applicant was granted 
certain preference ratings for the pipe and material to construct the loop line, 
compressor station, and related facilities described in subparagraphs (i) and (ii) 
of paragraph (b) above; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial or other use 
and is a natural-gas company within the meaning of the Natural Gas Act. 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity au- 
thorizing the applicant to construct, install, and operate the facilities described 
in subparagraphs (i) and (ii) of paragraphs (b) above in order to assure main- 
tenance of adequate service pending the Commission’s determination of the ap- 
plication for a certificate; 

The Commission orders that: 

A limited certificate of public convenience and necessity be and it hereby is 
issued for a period of five years or for the duration of the national emergency, 
whichever is longer, authorizing the applicant to construct, install and operate 
the facilities described in subparagraphs (i) and (ii) of paragraph (b) above, and 
as shown in the application, upon the following express terms and conditions: 

(i) The construction and installation of the facilities hereby authorized shall 
be commenced on or before December 1, 1942, and completed on or before February 
1, 1943, unless, pursuant to application filed prior to said dates, the Commission, 
by order extends the time for commencement or completion of construction and 
installation of any or all of such facilities ; 

(ii) Applicant shall submit a statement to the Comtisission, under oath, on 
January 1, 1943, and March 1, 1943, setting forth fully the status of the construc- 
tion and installation of the facilities covered by this authorization ; 

(iii) Applicant shall report in writing to the Commission, under oath, the 
completion date of each of the two units above described, together with the date 
that each unit is put into service; 

(iv) The issuance of this limited certificate is without prejudice to the author- 
ity of the Commission with respect to rates, valuation, costs, services, accounts 
or any other matters whatsoever that may come before the Commission with 
respect to said applicant, or the facilities herein authorized to be constructed and 
installed, and nothing herein shall be construed as an acquiescence by the Commis- 
sion in any estimate or determination of cost, or any valuation of property claimed 
or asserted by the applicant, nor shall it be considered as a determination of serv- 
ice area under section 7 (f) of the Natural Gas Act, as amended; 

(v) Upon failure of the applicant to comply with any of the terms and condi- 
tions herein, this limited certificate shall cease to have any force or effect. 
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Order authoriging the exportation of natural gas from the United States to a 
foreign country 


Border Pipe Line Company and American Smelting and Refining Company 
(Docket No. G-228) 


October 10, 1942 





Upon application filed February 2, 1942, by the Border Pipe Line Company of 
Houston, Texas (hereinafter referred to as the Border Company), and applica- 
tion filed September 14, 1942, by the American Smelting and Refining Company of 
New York, N. Y. (hereinafter referred to as the American Company), joining in 
the aforesaid application of the Border Company, for an order authorizing the 
exportation of natural gas from the United States to the Republic of Mexico, pur- 
suant to section 8 of the Natural Gas Act; and 

It appearing that: 

(a) On April 6 and April 7, 1942, a public hearing was held on the aforesaid 
application of the Border Company ; 

(b) The natural gas hereinafter authorized to be exported to the Republic of 
Mexico will be produced, gathered, delivered and sold by the Gulf States Oil 
Company from the San Salvador Field, Hidalgo County, Texas, to the Rio Grande 
Valley Gas Company, and the gas will be transported by the latter company within 
the State of Texas to a point in Jim Hogg County where it will be delivered and 
sold to the Border Company and the gas will then be transported, sold and deliv- 
ered within the State of Texas by the Border Company to the American Company 
at a point near the border of the United States, approximately 7 miles south of 
Laredo, Texas; 

(c) The Border Company proposes to sell and deliver the natural gas herein- 
after authorized to be exported to the American Company under the terms and 
conditions of a proposed agreement which was filed as Exhibit D to the applica- 
tion of the Border Company ; 

(d) On February 26 and June 17, 1942, respectively, pursuant to the provi- 
sions of Executive Order No. 8202, dated July 13, 1939, and in accordance with 
the provisions of Order No. 66, dated November 3, 1939, the Border Company 
and the American Company filed applications for Presidential Permits for the 
construction, operation, maintenance and connection at the border of the United 
States of facilities for the exportation of natural gas to the Republic of Mexico; 

(e) On September 29, 1942, the President of the United States approved a 
Presidential Permit to each of the applicants pursuant to Executive Order No. 
8202, to become effective upon acceptance of the conditions, provisions and re- 
quirements therein set forth, by the applicants; 

The Commission having considered the full record herein, including the said 
applications for exportation and attachments thereto, the testimony adduced 
and the exhibits introduced in eyidence at the said hearing, finds that: 

The exportation of natural gas by the applicants, hereinafter authorized, will 
be in aid of the war effort and will not be inconsistent with the public interest; 

The Commission orders that: 

(A) Border Pipe Line Company and American Smelting and Refining Com- 
pany be and they are hereby authorized to export natural gas from the United 
States to the Republic of Mexico in the manner described and at the point 
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designated in said applications filed, respectively, on February 2 and September 
14, 1942; , 

(B) The authorization herein granted may be modified, from time to time, 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of either of 
the Presidential Permits designated in paragraph (d) above; 

(C) The authorization herein granted shall be for a period of five years or 
for the present war emergency, whichever is longer, subject however to such 
renewal, reconsideration and further orders as the future public interest may 
require; 

(D) The authorization herein granted shall terminate automatically upon 
the expiration or termination of the contract for exportation of natural gas, 
introduced in evidence herein as a part of Exhibit B (Exhibit D to the applica- 
tion of the Border Pipe Line Company), subject however to such reconsideration, 
renewal and further orders as the future public interest may require; 

(E) The applicants shall install and maintain adequate metering equipment 
to measure the flow of all natural gas exported from the United States to the 
Republic of Mexico pursuant to the authorization herein granted and shall make, 
keep and preserve full and complete records with respect to the natural gas so 
exported ; 

(F) The applicants shall file with the Commission reports with respect to 
said exportation of natural gas at the end of each calendar year during the life 
of this authorization, and at such other times as the Commission may deem 
necessary or appropriate ; 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
of the lawful authority vested in such State, State regulatory commission or 
the Republic of Mexico over the applicants; 

(H) This authorization shall not be construed as an acquiescence by the 
Commission in any valuation of property, rate schedules, or in any operating 
statements claimed or asserted herein by the applicants; 

(I) The authorization herein granted shall be effective as of the date of 
acceptance by the Border Company and the American Company of the terms 
and conditions of the respective Presidential Permits which are to be submitted 
to said companies concurrently with the service of this order. 


Order extending time within which to file new schedules of rates and charges 


City of Detroit, Michigan, and County of Wayne, Michigan v. Panhandle Eastern 
Pipe Line Company and Michigan Gas Transmission Corporation; Panhandle 
Eastern Pipe Line Company, Michigan Gas Transmission Corporation, and 
Illinois Natural Gas Company 


(Docket Nos. G-200, G-207) 
October 12, 1942 


Upon motion filed with the Commission October 9, 1942, by Panhandle Eastern 
Pipe Line Company, Michigan Gas Transmission Corporation, and Illinois Natural 
Gas Company, praying that additional time be granted respondent-defendants 
for the preparation and filing of new schedules of rates and charges as provided 
for in section (B) of the Commission’s order of September 23, 1942; 
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It appearing to the Commission that: 
Good cause has been shown for the granting of the extension of time herein- 
after ordered ; 7 

The Commission orders that: 

The time within which the respondent-defendants shall file the new schedules 
of rates and charges required by the Commission's order of September 23, 1942, be 
and the same is hereby extended to November 10, 1942: Provided, however, That: 

(i) The extension of time herein granted shall not operate as a change of the 
date on which the new schedules of rates and charges shall be effective, namely, 
November 1, 1942; 

(ii) Nothing in this order shall be construed as staying the time within which 
respondent-defendants shall file a petition for rehearing or a petition for review 
as provided in section 19 of the Natural Gas Act. 


Order modifying order authorizing transmission of electric energy to Mexico 
El Paso Electric Company 
(Docket No. IT-5762) 


October 13, 1942 



































Upon application filed October 1, 1942, by El Paso Electric Company, of El 
Paso, Texas, for modification of the Commission's order of June 26, 1942, which, 
among other things, limited the amount of electric energy and the rate at which it 
may be transmitted to Mexico by El Paso Electric Company pursuant to section 
202 (e) of the Federal Power Act; and 

It appearing that: 

(a) Paragraph (B) of the aforesaid order of June 26, 1942, limited the amount 
of electric energy authorized to be transmitted to Mexico by applicant to 300,000 
kilowatt-hours per month at a rate of demand not to exceed 600 kilowatts ; 

(b) Applicant seeks authority to increase this amount to 900,000 kilowatt-hours 
per month at a rate of demand not to exceed 1,300 kilowatts ; 

(c) Applicant represents that the requested increase is made necessary due 
to an emergency resulting from the mechanical failure of some of the electrical 
generating equipment of Cia. Mexicana Productora de Luz Y Fuerza, S. A. a 
Mexican corporation engaged in the distribution of electric energy in Juarez, 
Chihuahua, Mexico; 

(d) Applicant states that it has sufficient capacity to supply the additional 700 
kilowatts of demand and to deliver the additional 600,000 kilowatt-hours per 
month without interfering with its existing or prospective loads as a whole; 

The Commission, having considered the application and the record thereon, 
finds that: 

The increase in the amount of electric energy that may be transmitted to 
Mexico as hereinafter authorized will not impair the sufficiency of electric supply 
within the United States nor will it impede or tend to impede the coordination in 
the public interest of facilities subject to the jurisdiction of the Commission; and 

It is ordered that: 

Paragraph (B) of the aforesaid order of June 26, 1942, is hereby changed to 
read as follows: 

“(B) The amount of electric energy herein authorized to be transmitted be and 
it is hereby limited to 900,000 kilowatt-hours per month, at a rate not to exceed 
1,30) kilowatts on a month to month basis, and be subject to the requirements of 
applicant’s system ;” 
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Order issuing certificate of public convenience and necessity 
Natural Gas Pipeline Company of America and Texoma Natural Gas Company 
(Docket No. G—235) 
October 18, 1942 


Upon consideration of the joint application filed by Natural Gas Pipeline Com- 
pany of America, and Texoma Natural Gas Company, on February 23, 1942, and 
amended application filed March 26, 1942, pursuant to section 7 (c) of the Natural 
Gas Act, as amended, for a certificate of public convenience and necessity author- 
izing the continuation of operations by the companies, subject to the Commission's 
jurisdiction, in which the companies have been bona fide engaged since prior to 
February 7, 1942; and 

It appearing to the Commission that: 

(a) Natural Gas Pipeline Company of America and Texoma Natural Gas 
Company (sometimes hereinafter referred to as “applicants”) are engaged in the 
transportation of natural gas in interstate commerce and in the sale of natural 
gas in interstate commerce for resale for ultimate public consumption by means 
of applicants’ natural gas pipe line systems: 

(i) The system of the Texoma Natural Gas Company extending from its Fritch 
Station, Hutchinson County, Texas, approximately 73.5 miles in a northeasterly 
direction to and across the Texas-Oklahoma state line, and thence for 4.8 miles 
in Oklahoma to a point near Gray, Oklahoma, where it connects with the natural- 
gas pipe line of the Natural Gas Pipeline Company of America; 

(ii) The system of the Natural Gas Pipeline Company of America extending 
from its connection with the Texoma Natural Gas Company pipe line near Gray, 
Oklahoma, in a general northeasterly direction approximately 37.9 miles to 
and across the Oklahoma-Kansas state line; 277 miles in Kansas to and across 
the Kansas-Nebraska state line; 96.3 miles in Nebraska to and across the 
Nebraska-lowa state line; thence generally easterly approximately 255.9 miles in 
Iowa to and across the Iowa-Illinois state line; 155.9 miles in Illinois to a point 
approximately 2 miles west of Joliet, Illinois, and a branch line beginning at its 
compressor station at Geneseo, Illinois, generally northeast to a point approx- 
imately 29 miles southwest of the Illinois-Wisconsin state line near Burlington, 
Wisconsin ; 

(b) Notice of the joint application has been duly served upon all interested 
parties, in accordance with the Commission’s regulations, and published in 
Volume 7, Federal Register, page 4008, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicants are natural-gas companies within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicants were bona fide engaged in the trans-~ 
portation and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over the routes described in their joint application, and exhibits 
attached thereto, and have so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission therefore orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Natural Gas Pipeline Company of America and Texoma Natural Gas Com- 
pany, authorizing the continued operation of their facilities which were in bona 





















































APPENDIX—ORDERS 831 
fide operation on February 7, 1942, and have been so operated since then, as 
described in their joint application, for the transportation and sale of natural 
gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon the express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matters what- 
soever that may come before the Commission with respect to applicants or their 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicants’ service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicants continue the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicants. 





Order approving disposition of amounts in Account 100.5, electric plant acquisition 
adjustments, and Account 107, electric plant adjustments 


Montana-Dakota Utilities Company 


October 13, 1942 





It appearing to the Commission that: 
(a) On March 4, 1939, Montana-Dakota Utilities Company (hereinafter re- 
ferred to as “Montana”) filed with this Commission its proposed reclassification 
and original cost studies of electric plant pursuant to the requirements of electric 
plant accounts instruction 2—D of the Commission’s Uniform System of Accounts 
effective January 1, 1987 and the Commission’s order of May 11, 1937: 

(b) The staff of the Commission has made a field study of the reclassification 
and original cost studies and submitted a report entitled, “Montana-Dakota Utili- 
ties Company, Report on the Reclassification and Original Cost Studies of Electric 
Plant as at January 1, 1937”; 

(c) The report of the staff of the Commission was transmitted to Montana 
with a request that the accounting adjustments indicated in the report be made; 
that Montana indicate whether it agreed with the recommended disposition of 
amounts classified in said report in Account 107, electric plant adjustments; and 
that Montana submit a plan for the disposition of the amounts established by 
the staff of the Commission in Account 100.5, electric plant acquisition adjust- 
ments ; 

(d) Thereafter, as a result of additional data. submitted by Montana to the 
staff of the Commission, certain adjustments recommended by the staff were 
modified and the following summary reflects Montana’s reclassification as 
modified : 







Title of account Amount 
100. Electric plant: 
BOO:  Boncteia pammt Sep OOH ite eisiteeeainierieeenss $5, 921, 787. 32 
100.3 Construction work in progress___..-.-~.--._---_____.____ 815. 63 


100.5 Electric plant acquisition adjustments 


Total: chaetr ic, Weis ceiaisinen tt etcctciite theaters aint 
582231—44—-vol. 358 
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Title of account Amount 
107 Electric plant adjustments $411, 715. 38 


Subtotal 6, 498, 349. 81 
108 Other utility plant 25, 110, 581. 13 


Total utility plant 
110 Other physical property 


Total utility plant and other physical property 
Adjustments to utility plant through reserve for depreciation____ 


Grand total 32, 328, 271. 


(e) The amount of $411,715.38 established in Account 107, is comprised 
the following items: 


Unsupported items transferred from organization expense___.__~~_- $77, 170. 
Unrecorded retirements, representing electric plant no longer in 
service: 
Willston Stem Plant 


Maintenance and other expense items improperly capitalized 
Write-up in connection with the acquisition of Eastern Montana Light 
& Power Company, an associated company 


411, 715. 


(f) The amount of $159,031.48 established in Account 100.5 is computed 
follows: 


Company’s reported amount for Account 100.5 per its original cost 

study as submitted 
Staff adjustments thereto for transfers from organization expense, 

and corrections relative to certain acquisitions 51, 094. 76 
Reversing company’s arbitrary credit to depreciation reserve for 

estimated accrued depreciation on the Williston steam plant__.. (200, 000, 00) 
Transferring write-up to Account 107, electric plant adjustments, 

in connection with acquisition of Eastern Montana Light & Power 

Company (122, 869. 57) 


Total 159, 031. 48 


(g) Prior to the field study conducted by the staff of the Commission, Montana 
had disposed of $323,939.49 of the $411,715.38 established in Account 107 by a 
charge of $122,869.57 to Account 271, earned surplus and $201,069.92 by a charge 
to Account 250, reserve for depreciation ; 

(hk) Montana proposes to dispose of the remaining amount of $87,775.89 in 
Account 107 by a charge to Account 271, earned surplus; 

(4) Montana proposes to dispose of the amount of $159,031.48 established in 
Account 100.5 by a charge to Account 271, earned surplus; 

The Commission finds that: 

The proposéd plans for disposing of the amounts established in Accounts 100.5 
and 107 and the previous disposition of $323,939.49 as described in paragraphs 
(g), (h) and (4) hereof are in conformity with correct principles of accounting 
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und the Commission’s Uniform System of Accounts prescribed for public utilites 
and licensees ; 

The Commission. orders that: ; 

(A) Montana dispose of the amount of $87,775.89 established in Account 107 
as described in paragraph (h) hereof; 

(B) Montana dispose of the amount of $159,031.48 established.in Account 100.5 
as described in paragraph (i) hereof; 

(C) Montana’s disposition of the amount of $323,939.49 established in Ac- 
count 107 as described in paragraph (g) hereof be and the same is hereby 
approved ; 

(D) Montana dispose of the amounts established in Accounts 107 and 100.5 
as described in paragraphs (h) and (i) hereof within 30 days from the date of 
this order ; 

(E) Montana submit within thirty (30) days from the date of this order cer- 
tified copies of the entries giving effect to the disposition of the amounts in Ac- 
count 100.5 and Account 107, as herein directed. 


Order issuing temporary certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket No. G-420) 
October 15, 1942 


Upon consideration of the application filed by Hope Natural Gas Company on 
October 6, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a temporary certificate of public convenience and necessity to sell natural gas to 
the Mt. Morris Gas Company for resale in the Borough of Mt. Morris, Greene 


County, Pennsylvania, and other pertinent matter in the Commission’s records 
and files; and 


It appearing to the Commission that: 

(a) Applicant is a corporation engaged in the production and purchase of 
natural gas in West Virginia and in its transportation and sale in interstate 
commerce for resale for ultimate public consumption and is a natural-gas com- 
pany within the meaning of the Natural Gas Act; 

(b) Applicant seeks a temporary certificate of public convenience and neces- 
sity, pending the determination of its application for a certificate of public con- 
venience and necessity filed October 6, 1942, pursuant to Section 7 (c) of the 
Natural Gas Act, as amended, to authorize applicant to sell natural gas to the 
Mt. Morris Gas Company through the connection of their facilities at the West 
Virginia-Pennsylvania State line, authorized September 28, 1942, by the Com- 
mission in docket No. G—413; 

(c) Applicant has on hand the materials necessary to complete the connection 
so authorized and has contracted with Mt. Morris Gas Company, subject to Com- 
mission approval, to sell the latter for resale to its customers in the Borough of 
Mt. Morris, Greene County, Pennsylvania, such natural gas as may be required 
up to a total of 25,000 M. c. f. per year; 

(d) The Commission by telegram on October 10, 1942, granted applicant 
temporary authority to connect its facilities with those of Mt. Morris Gas Com- 
pany at the West Virginia-Pennsylvania State line and sell natural gas to Mt. 
Morris Gas Company for resale to its customers in the Borough of Mt. Morris, 
Greene County, Pennsylvania; 
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The Commission finds that: 

(1) Applicant is engaged in the transportation and sale for resale of natural 
gas in interstate commerce and is a natural-gas company within the meaning of 
the Natural Gas Act; 

(2) By reason of the emergency found by the Commission in docket No. G-413 
to be affecting Mt. Morris Gas Company, the public interest requires the issuance 
of a temporary certificate of public convenience and necessity authorizing appli- 
cant to complete the connection of its facilities with those of Mt. Morris Gas 
Company at the West Virginia-Pennsylvania State line and to sell the latter 
natural gas in order to assure maintenance of adequate service pending the 
Commission’s determination of the aforesaid application ; 

The Commission orders that: , 

A temporary certificate of public convenience and necessity be and it hereby 
is issued authorizing applicant to complete the connection of its facilities with 
those of Mt. Morris Gas Company and to sell the latter natural gas for resale to 
its customers in the Borough of Mt. Morris, Greene County, Pennsylvania, as 
above described and as shown in the aforesaid application, upon the following 
express terms and conditions: 

(i) The connection shall be completed and service commenced as soon as 
possible, but not later than October 31, 1942, and the Commission advised thereof 
within 5 days after the commencement of service by a statement in writing and 
under oath; 

(ii) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever that may come before the Commission 
with respect to applicant or its facilities, or any proceeding relating thereto, and 
nothing herein shall be construed as an acquiescence by the Commission in any 
estimate or determination of cost, or any valuation of property claimed or as- 
serted by applicant, nor shall it be considered as a determination of service area 
under section 7 (f) of the Natural Gas Act, as amended; 

(iii) In the event of failure of applicant to comply with any of the terms and 
conditions contained herein, or upon a determination by the Commission of the 
aforesaid application filed October 6, 1942, this temporary certificate shall cease 
to have any force or effect. 


Determination and order for emergency use of connections 
Texas Power & Light Company 
(Docket No. IT-5798) 
October 15, 1942 


Texas Power & Light Company (hereinafter designated as Texas) filed an 
application on August 3, 1942, which it later supplemented at the request of the 
Commission, for approval under section 202 (d) of the Federal Power Act of, 
among other things, a proposed permanent connection for emergency use only 
with Southwestern Gas & Electric Company (hereinafter designated as South- 
western), and for the emergency use of certain existing connections with 
Southwestern. 

From the application as supplemented, it appears that: 

(a) Texas is a corporation organized under the laws of the State of Texas, 
having its principal office in Dallas, Texas, and engaged in the generation, trans- 
mission, and sale of electric energy in that State; 








= 
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(b) Southwestern is a corporation organized under the laws of the State of 
Delaware, having its principal office in Shreveport, Louisiana, and engaged in 
the generation, transmission, and sale of electric energy within and between the 
States of Louisiana, Arkansas, and Texas; 

(c) The proposed permanent connection for emergency use only is to be made 
between Texas’ 132-kilovolt transmission facilities near Overton, Texas, and 
Southwestern’s 132-kilovolt transmission line extending from Overton through 
Marshall, Texas, to Ashdown, Arkansas ; 

(d) The proposed emergency use of the existing connections between the 66- 
kilovolt facilities of Texas and Southwestern near Overton and Mineola, Texas, 
is to be effected by removing certain reverse current relays on the Southwestern 
system at Overton, Mineola, Marshall, and Atlanta, Texas, which assertedly 
operate to prevent the interstate flow of electric energy between the Texas and 
Southwestern systems ; 

(e) The emergency use of the proposed and existing connections will make 
electric energy available, through interconnected electric utility systems in the 
area, to the aluminum plant now being constructed by Defense Plant Corpora- 
tion at Lake Catherine, Arkansas, for the production of vital war material, will 
promote the integration of power system operations necessitated by the war 
effort; may provide facilities for supplying additional or expanded war indus- 
try plants in the area; will not adversely affect but will benefit customers of 
Texas, especially those engaged in essential war industries, by affording additional 
sources of electric energy ; 

(f) The Division of Industry Operations, War Production Board, has issued 
a preference rating order to Texas for certain of the materials required for the 
proposed connection and for the emergency use of the existing connections ; 

(g) The Commission is requested to authorize and permit Texas to make the 
proposed permanent connection for emergency use only and to operate all facili- 
ties incidental to the generation and transmission of electric energy for the pur- 
poses above stated, without Texas thereby becoming subject to the jurisdiction 
of the Commission ; to provide that the electric energy transmitted through such 
connections shall not be deemed transmitted in interstate commerce within the 
meaning of section 201-of the Act; to make such authorization effective during 
the present war and for 90 days after a formal peace treaty or treaties have 
been signed; and to permit the connections to remain to meet any additional 
emergency which may arise after termination of the war. 

The Commission, by telegram on September 4, 1942, granted Texas temporary 
authority, pending disposition of the aforesaid application and subject to such 
orders as the Commission might enter in this matter, to connect Texas’ 132-kilo- 
volt facilities near Overton, Texas, with those of Southwestern and to use the 
existing connections with the 66-kilovolt facilities of the latter system by removal 
of the reverse current relays near Marshall and Atlanta, Texas, to the extent 
necessary to supply the electric power requirements of the aluminum plant of 
Defense Plant Corporation at Lake Catherine, Arkansas. The telegram stated 
further that such temporary connection and use would not subject Texas to the 
jurisdiction of the Commission under the Federal Power Act. 

The Commission, upon consideration of the application as supplemented, and 
other pertinent material in its records and files, finds that: 

(1) Texas is engaged in the generation, transmission and sale of electric 
energy in the State of Texas and has not been classified as a public utility within 
the meaning of section 201 of the Act; 
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(2) Southwestern owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and has been classified as 
a public utility within the meaning of section 201 of the Act; 

(3) The unusual requirements occasioned by the present state of war are 
causing an increase in demands for electric energy, restrictions on the construc- 
tion and installation of additional electric generating and transmission facilities, 
and an emergency in the maintenance of an adequate supply of electric energy 
essential to the war effort, necessitating the interconnection of electric facilities, 
particularly in the area served by Texas, Southwestern, and interconnected sys- 
tems, to meet the electric requirements of war loads including those of the 
aluminum plant of Defense Plant Corporation at Lake Catherine, Arkansas ; 

(4) The use of the proposed connection between the 132-kilovolt facilities of 
Texas and Southwestern at Overton, and the use of the existing connections 
between the 66-kilovolt facilities of Texas and Southwestern near Overton and 
Mineola, Texas, are desirable in the public interest to aid in the war effort as 
hereinafter provided and should not subject Texas to the jurisdiction of the 
Commission as a public utility under the Federal Power Act; 

(5) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application as supplemented. 

Wherefore, the Commission determines and orders that: 

(A) The use of the proposed connection and existing connections above de- 
scribed, during the present war emergency but not for more than ninety days 
after the cessation of hostilities, shall not subject Texas to the jurisdiction of 
the Commission as a public utility under the Federal Power Act; provided, 
however, that the Commission may thereafter determine the status of Texas 
under the Federal Power Act without regard for any provision of this deter- 
mination and order or any claim based hereon ; 

(B) This determination and order is expressly limited to the use of the 
proposed and existing connections provided herein, and any and all exemptions 
granted hereby shall terminate and cease to have force or effect from and after 
90 days following the cessation of present war hostilities, unless the Commission 
shall hereafter extend such exemptions by further order ; 

(C) Texas shall report to the Commission on the fifth day of each month 
hereafter, the amounts of electric energy received and transmitted in each di- 
rection during the preceding month through each of such connections, showing 
separately the transactions for the electric supply to the aluminum plant of 
Defense Plant Corporation at Lake Catherine, Arkansas, and transactions for 
other uses, as well as such other or special reports as the Commission may 
from time to time require; 

(D) This determination and order and the acts done pursuant hereto shall 
be without prejudice to and shall in no way affect the proceeding now pending 
before the Commission In the Matter of Arkansas Power ¢ Light Company, 
et al., (docket No. IT-5802), or any other matter now pending or which may 
come before the Commission, or the Securities and Exchange Commission, or 
any other regulatory agency ; 

(E) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid connections are beiag used within the limitations of this determination 
and order, and if the Commission finds otherwise, it may modify or terminate 
any or all provisions of this determination and order. 
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Order issuing certificate of public convenience and necessity 


Louisiana-Nevada Transit Company 
(Docket No. G—246) 
October 20, 1942 


Upon consideration of the application filed by Louisiana-Nevada Transit 
Company on March 17, 1942, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a certificate of public convenience and necessity authorizing 
the continuation of operations by the company, subject to the Commission’s 
jurisdiction, in which the company has been bona fide engaged since prior to 
February 7, 1942; 

It appearing to the Commission that: 

(a) On July 18, 1939, this Commission issued a limited certificate of public 
convenience and necessity authorizing the Louisiana-Nevada Transit Company 
(hereinafter referred to as “applicant”) to construct a natural-gas transmission 
pipe line from the Cotton Valley Field, Webster Parish, Louisiana, to a point 
near Okay, Howard County, Arkansas, and to the City of Hope, Arkansas; 

(b) This Commission, by the same order, authorized applicant to serve the 
communities of Saratoga, Fulton, McNab, and Bradley, Arkansas, or other per- 
son, municipality or community upon request, and to establish pipe line con- 
nections for this purpose ; 

(c) Applicant on and since February 7, 1942, was engaged in the transporta- 
tion of natural gas in interstate commerce by means of its natural gas trans- 
mission pipe line extending approximately 75 miles from the Cotton Valley 
Field, Webster Parish, Louisiana, northwesterly to the Town of Okay, Howard 
County, Arkansas, with branches extending therefrom to the City of Hope and 
the towns of Fulton, Bradley, Saratoga, McNab, and Taylor, Arkansas, and 
extensions to Midway Field near Patmos, Arkansas, and for a distance of 
approximately 3 miles to a military post of the United States Government near 
Hope, Arkansas ; 

(d) Notice of the application has been duly served upon all interested 
parties in accordance with the Commission’s regulations and published in 
Volume 7, Federal Register, page 4007, and no protest thereto has been 
received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas, subject to the jurisdiction of this Commission, over the 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1912 (the effective date of section 7 (c) amended), and complies 
with the Commission's regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Louisiana-Nevada Transit Company, authorizing its continued oper- 
ation of its facilities, which were in bona fide operation on February 7, 1942, 
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and have been so operated since then, as described in its application, for the 
transportation of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of.the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order denying rehearing 
Superior Water, Light & Power Company 
(Docket No. IT-5765) 

October 20, 1942 


Upon application filed September 30, 1942, by Superior Water, Light & Power 
Company for a rehearing in respect to the matters determined by its order of 
September 1, 1942, in this proceeding, and accompanying opinion, supra, p. 254; 

The Commission finds that: 

No new facts have been presented or alleged in the application for rehearing 
which would justify a reversal or revision of the said order, and no principles 
of law are stated in the application for rehearing which were not fully considered 
by the Commission before it adopted that order ; 

The Commission, therefore, orders that: 

The application for rehearing be and the same is hereby denied. 


Order approving disposition of amounts in Account 100.5, electric plant acquisition 
adjustments and Account 107, electric plant adjustments 


Benton County Utilities Corporation 
(Docket No. IT-5744) 
October 20, 1942 


It appearing to the Commission that: 

(a) On June 28, 1940, Benton County Utilities Corporation (hereinafter re- 
ferred to as “Benton”) filed with this Commission proposed reclassification and 
original cost studies of electric plant pursuant to the requirements of electric 
plant accounts instruction 2—D of the Commission's Uniform System of Accounts 
effective January 1, 1937, and the Commission’s order of May 11, 19387; 

(b) The staff of the Commission made a field study of Benton’s reclassification 
and original cost studies and submitted a report entitled, “Benton County Utili- 
ties Corporation, Joplin, Missouri, Report on the Reclassification and Original 
Cost Studies of Electric Plant as at January 1, 1987”; 
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(c) The report of the staff of the Commission was served on Benton, together 
with an order to show cause adopted by the Commission on November 4, 1941, 
requiring Benton to show cause under 6ath why the Commission should not by 
order determine that Benton should adjust its accounts in conformity with the 
recommendations contained in the report of the staff, and submit plans for 
the disposition of amounts established by the staff in Account 100.5, electric plant 
acquisition adjustments, and in Account 107, electric plant adjustments; 

(d) Thereafter, Benton responded under oath to the order to show cause and 
entered into conferences with the staff of the Commission with respect to its 
reclassification and original cost studies; 

(e) As a result of the conferences and the availability of additional data, 
records and information, Benton revised its studies and submitted its revised 
reclassification of accounts and original cost studies to the Commission on 
July 17, 1942; 

(7) The following summary reflects Benton’s reclassification of accounts and 
original cost studies as revised : 

Title of account Amount 
100 Electric plant: 
100.1 Electric plant in service $159, 602. 35 
100.3 Construction work in progress_..._......-1-_---__---_~._-. 758. 73 
100.5 Electric plant acquisition adjustments 


Total electric plant 198, 195. 64 
169 =Miectric plant offjustmetie. oe a eee, 22, 306. 08 
: 220, 501. 72 
108 Other utility plant 49, 762. 55 


Total utility plant 270, 264. 27 
110 Other physical property 


Grand total 275, 296. 41 


(h) Benton proposes to dispose of the amount of $22,306.08 established in 
Account 100.5, representing excess corporate costs over estimated original cost of 
acquired property, by writing off the amount over a period,of ten years beginning 
with the year 1942 through charges to Account 505, amortization of electric plant 
acquisition adjustments ; 

(hk) Benton proposes to dispose of the amount of $22,306.08 established in 
Account 107 as follows: 





. . Proposed dis- 
Description of item Amount position 


Customers’ deposits credited erroneously to plant account ($113.81); Credit Account 
227, customers’ 


deposits. 
Retirement of pump house credited in error to electric, plant (500. 00) Credit water plant 

within Account 

108, other utility 


plant. 

Adjustment of retirement of transportation equipment (183.41)| Credit Accounts 
250-253, reserve 
for depreciation 
of electric and 

. water plants. 

Write-ups and other improper plant charges... _._. Salat cmditeinsene thea 23, 103.30 | Debit Account 
271, earned sur- 
plus. 


Total (net) 
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The Commission finds that: 

(1) Benton’s proposed plan for the disposition of the amount of $37,834.56 
established in Account 100.5 by amortization charges through Account 505 is not in 
conformity with sound principles of accounting and the Commission’s Uniform 
System of Accounts’; 

(2) Benton should dispose of the amount of $37,834.56 established in Account 
100.5 through equal annual charges to Account 537, miscellaneous amortization, 
over a period not to exceed ten years commencing with the year 1942; 

(3) Benton’s proposed plan for the disposition of the amount of $22,306.08 es- 
tablished in Account 107 is in conformity with sound principles of accounting and 
the Commission’s Uniform System of Accounts; 

The Commission orders that: 

(A) Benton dispose of the amount of $37,834.56 established in Account 100.5 
through equal annual charges to Account 537, miscellaneous amortization, over 
a period not to exceed ten years commencing with the year 1942; 

(B) Benton dispose of the amount of $22,306.08 established in Account 107 as 
described in paragraph (h) hereof; 

(C) Benton submit within sixty (60) days from the date of this order certified 
copies of the entries giving effect to the disposition of the amounts in Account 
100.5 and Account 107, as herein directed. 


Order suspending rate schedule 
Godfrey L. Cabot, Inc. 
(Docket No. G—426) 
October 20, 1942 


It appearing to the Commission that: 

(a) On September 24, 1942, Godfrey L. Cabot, Inc., filed with the Commission a 
supplemental agreement entered into with Cabot Gas Corporation on September 
22, 1942, and providing for the delivery of gas to the Cabot Gas Corporation on a 
day-to-day basis in lieu of the existing arrangement providing for the supply of 
gas on a month-to-month basis. The supplemental agreement in question is 
designated in the files of the Commission as supplement No. 1 to supplement No. 8 
of Godfrey L. Cabot, Inc. rate schedule FPC No. 1; 

(6b) Cabot Gas Corporation, a subsidiary of Godfrey L. Cabot, Inc., owns and 
operates approximately 75 miles of 14-inch pipe line extending from the Pennsyl- 
vania-New York state line to the southern boundary of Monroe County, New 
York, and supplies Pavilion Natural Gas Company and three small communities 
(Hume, Fillmore, and Rossburg, New York) as well as isolated individual con- 
sumers along this 14-inch pipe-line with their entire requirements of natural gas; 

(c) Unless suspended by order of the Commission, said supplement No. 1 to 
supplement No. 8 of Godfrey L. Cabot, Inc., rate schedule FPC No. 1 will become 
effective on October 24, 1942, pursuant to the provisions of the Natural Gas Act and 
the amended Provisional Rules of Practice and Regulations thereunder ; 

(d) In purported justification of said proposed change in conditions of service 
to Cabot Gas Corporation, Godfrey L. Cabot, Inc. states that the proposed change 
in service arises out of the prospective abandonment of service pursuant to appli- 


1In the Matter of St. Croix Falls Minnesota Improvement Company, et al., supra, pp. 
13, 148; In the Matter of Duke Power Company, order dated June 2, 1942. 
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cations filed by Godfrey L. Cabot, Inc. and Cabot Gas Corporation and now pend- 
ing before the Commission in dockets Nos. G-407 and G—406, the claim being made 
that: is; 

“Should the parties hereto receive the necessary permission to abandon service 
in the cases above mentioned, it would be desirable to cease service on less than 
(30) days’ notice.” 

The Commission finds that: 

It is necessary and desirable, and in the public interest, that the Commission 
enter upon a hearing concerning the reasonableness of the proposed change in 
service conditions and that said change in service conditions as set forth in 
supplement No. 1 to supplement No. 8 of Godfrey L. Cabot, Inc. rate schedule 
FPC No. 1 be suspended pending such hearing and the decision thereon. 

The Commission, upon its own motion, orders that: 

(A) A public hearing be held, on a date to be hereafter fixed by the Commis- 
sion, in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania 
Avenue Northwest, Washington, D. C., concerning the reasonableness of the pro- 
posed changes in conditions of service set forth in said supplement No. 1 to sup- 
plement No. 8 of Godfrey L. Cabot, Inc. rate schedule FPC No. 1 for the sale of 
natural gas to Cabot Gas Corporation ; 

(B) Pending such hearing and decision thereon, the schedule providing for 
changed conditions of service set forth in supplement No. 1 to supplement No. 8 
ot Godfrey L. Cabot, Inc. rate schedule FPC No. 1 be and it is hereby suspended 
until March 24, 1943, or until such time thereafter as such schedule shall have 
been made effective in the manner prescribed by section 4 (e) of the Natural 
Gas Act; 

(C) At such hearing, the burden of proof to show that the proposed changes 
in service are just and reasonable shall be upon Godfrey L, Cabot, Inc. 


Order issuing limited certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Company, Inc. 
(Docket No. G—421) 
October 21, 1942 


Upon consideration of the application for a certificate of public convenience 
and necessity filed by Kansas-Nebraska Gas Company, Inc., on April 24, 
1942, at docket No. G-259, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, and the application filed on October 9, 1942, at docket No. G—421, for a 
temporary certificate of public convenience and necessity to authorize the con- 
struction, installation and operation of the facilities hereinafter described, and 
other material in the Commission’s records and files pertaining to the applicant; 
and 

It appearing to the Commission that: 

(a) Applicant transports natural gas from Kansas into Nebraska and among 
other things sells such natural gas for resale for ultimate public consumption in 
Nebraska, for domestic, commercial, and industrial use ; 

(b) Applicant seeks a temporary certificate of public convenience and neces- 
sity, pending the determination of its application for a certificate of public 
convenience and necessity filed April 24, 1942, at docket No. G—259, pursuant to 
section 7 (c) of the Natural Gas Act, as amended, authorizing applicant to con- 
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struct, install, and operate the following described facilities for the purpose of 
serving the customer named in the application: 

A pipe line approximately 47,980 feet in length extending from a point on the 
applicant’s existing pipe line at or near McCook, Nebraska, to the point and 
customer named in the application, to be constructed of 3’’ pipe (or of other 
diameters of such extent of each diameter as to afford capacity approximately 
equivalent to that of a line constructed uniformly of 3’’ pipe) together with 
pipe, valves, regulators, meters, thermometers, meter housing, and other equip- 
ment and appurtenances necessary for the operation of the line and for the 
furnishing of gas service. 

(c) Upon application to the War Production Board, applicant was granted a 
preference rating for the pipe and material to construct the line described in 
paragraph (6) above; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption for domestic, commercial, industrial or other use and is 
a natural-gas company within the meaning of the Natural Gas Act; 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity author- 
izing the applicant to construct, install and operate the facilities described in 
paragraph (b) above in order to assure maintenance of adequate service pending 
the Commission’s determination of the application for a certificate; 

The Commission orders that: 

A limited certificate of public convenience and necessity be and it is hereby 
issued for a period of five years or for the duration of the national emergency, 
whichever is longer, authorizing the applicant to construct, install and operate 
the facilities described in paragraph (b) above, and as shown in the application, 
upon the following express terms and conidtions: 

(i) The construction and installation of the facilities hereby authorized shall 
be commenced on or before December 1, 1942, and completed on or before February 
1, 1948, unless, pursuant to application filed prior to said dates, the Commission 
by order extends the time for commencement or completion of construction and 
installation of any or all of such facilities ; 

(ii) Applicant shall submit a statement to the Commission, under oath, on 
January 1, 1943, and March 1, 1943, setting forth fully the status of the con- 
struction and installation of the facilities covered by this authorization ; 

(iii) Applicant shall report in writing to the Commission, under oath, the com- 
pletion date of the unit above described, together with the date*that the same is 
put into service; 

(iv) The issuance of this limited certificate is without prejudice to the author- 
ity of the Commission with respect to rates, valuation, costs, services, accounts or 
any other matters whatsoever that may come before the Commission with respect 
to said applicant, or the facilities herein authorized to be constructed and installed, 
and*nothing herein shall be construed as an acquiescence by the Commission in 
any estimate or determination of cost, or any valuation of property claimed or 
asserted by the applicant, nor shall it be considered as a determniation of service 
area under section 7 (f) of the Natural Gas Act, as amended ; 

(v) Upon failure of the applicant to comply with any of the terms and condi- 
tions herein, this limited certificate shall cease to have any force or effect. 
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Order issuing certificate of public convenience and necessity 


Keuka Construction Corporation 
(Docket No. G-311) 
October 27, 1942 


Upon consideration of the application filed by the Keuka Construction Corpo- 
ration on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the corporation, subject to the Commission’s 
jurisdiction, in which the corporation, on February 7, 1942, and subsequent 
thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Keuka Construction Corporation (hereinafter referred to as “applicant’’) 
is engaged in the transportation of natural gas in interstate commerce and in 
the sale of natural gas in interstate Commerce for resale for ultimate public 
consumption by means of its natural gas facilities located in Cayuga County, 
New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4007, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the route described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942, (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Keuka Construction Corporation authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the trans- 
portation and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; : 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; . 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing certificate of public convenience and necessity 


New York State Natural Gas Corporation 
(Docket No. G-312) 
October 27, 1942 


Upon consideration of the application filed by the New York State Natural Gas 
Corporation on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the corporation, subject to the Commission's juris- 
diction, in which the corporation, on February 7, 1942, and subsequent thereto, 
has been bona fide engaged; and 

It appearing to the Commission that: 

(a) New York State Natural Gas Corporation (hereinafter referred to as 
“applicant”) is engaged in the transportation of natural gas in interstate com- 
merce and in the sale of natural gas in interstate commerce for resale for ulti- 
mate public consumption by means of its natural-gas pipe-line system extending 
from Clarion County, Pennsylvania, and Steuben County, New York, through the 
State of Pennsylvania and across the Pennsylvania-New York State line into the 
State of New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time ; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is is- 
sued to New York State Natural Gas Corporation authorizing the continued 
operation of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for the trans- 
portation and sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant's service area under section 7 (f) of the Natural Gas 
Act ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 


(EB) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing temporary certificate of public convenience and necessity 


Arkansas Louisiana Gas Company 


(Docket No. G—419) 
October 27, 1942 


Upon consideration of the application for a certificate of public convenience 
and necessity filed by Arkansas Louisiana Gas Company on October 3, 1942, to 
authorize the construction, installation and operation of the facilities herein- 
after described, and other material in the Commission’s records and files per- 
taining to the applicant ; and 

It appearing to the Commission that: 

(a) Applicant among other things transports natural gas from Louisiana and 
Texas into Arkansas and sells such natural gas for resale for ultimate public 
consumption in Arkansas, for domestic, commercial and industrial use; 

(b) Applicant seeks a temporary certificate of public convenience and neces- 
sity, pursuant to section 7 (c) of the Natural Gas Act, as amended, authorizing 
applicant to construct, install, and operate she following described facilities for 
the purpose of serving the customer named in said application: 

A pipe line 36 miles in length from a point in the Lisbon Field, in Claiborne 
and Lincoln Parishes, Louisiana, to El Dorado, Arkansas, and from thence to 
the point and customer named in the application. Said pipe line is to consist 
of 34.4 miles of 10%-inch outside diameter pipe extending from said point in the 
Lisbon Field in a northeasterly direction to applicant’s Barton Compressor Sta- 
tion located in Township 17 S., Range 15 W., Union County, Arkansas; and 1.6 
miles of 12%-inch outside diameter pipe extending from thence in a westerly 
direction to the site specified in said application, together with pipe, valves, 
regulators, meters, thermometers, meter housing, telephone line, and other equip- 
ment and appurtenances necessary for the operation of the line and for the 
furnishing of gas service. 

(c) Upon application to the War Production Board, applicant was granted 
a preference rating for the pipe and other materials to construct the line de- 
scribed in paragraph (b) above; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial or other use 
and is a natural-gas company within the meaning of the Natural Gas Act; 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity 
authorizing the applicant to construct, install and operate the facilities described 
in paragraph (b) above in order to assure maintenance of adequate service 
pending the Commission’s determination of the application for a certificate ; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and it hereby 
is issued for a period of five years or for the duration of the national emergency, 
whichever is longer, authorizing the applicant to construct, install and operate 
the facilities described in paragraph (b) above, and as shown in the application, 
upon the following express terms and conditions: 

(i) The construction and _ installation of the facilities hereby authorized 
shall be commenced on or before December 1, 1942, and completed on or before 
February 1, 1943, unless, pursuant to application filed prior to said dates, the 
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Commission by order extends the time for commencement or completion of con- 
struction and installation of any or all of such facilities ; 

(ii) Applicant shall submit a statement to the Commission, under oath, on 
January 1, 1943, and March 1, 1943, setting forth fully the status of the con- 
struction and installation of the facilties covered by this authorization; 

(iii) Applicant shall report in writing to the Commission, under oath, the 
completion date of the unit above described, together with the date that the 
same is put into service; 

(iv) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever that may come before the Commis- 
sion with respect to said applicant, or the facilities herein authorized to be 
constructed and installed, and nothing herein shall be construed as an acquies- 
cence by the Commission in any estimate or determination of cost, or any 
valuation of property claimed or asserted by the applicant, nor shall it be 
considered as a determination of service area under section 7 (f) of the 
Natural Gas Act, as amended; 

(v) Upon failure of-the applicant to comply with any of the terms and 
conditions herein, this temporary certificate shall cease to have any force or 
effect. 


Determination and order for emergency use of Connections 
Texas Electric Service Company 
(Docket No. IT-5797) 
October 27, 1942 


Texas Electric Service Company (hereinafter designated as Texas Electric) 
filed an application on August 3, 1942, which it later supplemented at the 
request of the Commission, for approval under section 202 (d) of the Federal 
Power Act of, among other things, the emergency use of certain existing 
connections with West Texas Utilities Company (hereinafter designated as 
West Texas). 

From the application as supplemented, it appears that: 

(a) Texas Electric is a corporation organized under the laws of the State 
of Texas, having its principal office in Fort Worth, Texas, and engaged in the 
generation, transmission, and sale of electric energy in that State; 

(b) West Texas is a corporation organized under the laws of the State 
of Delaware, having its principal office in Abilene, Texas, and engaged in the 
generation, transmission, and sale of electric energy within and between the 
States of Texas and Oklahoma; 

(c) Southwestern Light & Power Company (hereinafter designated as South- 
western), with whose facilities those of West Texas are connected, is a corpo- 
ration organized under the laws of the State of Delaware, having its principal 
office in Tulsa, Oklahoma, and engaged in the generation, transmission, and 
sale of electric energy within and between the States of Oklahoma and Texas; 

(d) Texas Electric has certain reverse current relays operating switches 
on the system of West Texas at Vernon, Texas, which assertedly prevent 
electric energy generated in Oklahoma by Southwestern, or any company con- 
nected with Southwestern, from flowing into the Texas Electric system; and 
Texas Electric also has certain reverse current relays operating switches at 
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Vernon and Quanah, Texas, which assertedly prevent electric energy generated 
in Texas by Texas Electric from flowing through the West. Texas and South- 
western systems into Oklahoma ; 

(e) Texas Blectric proposes, subject te-Commission approval, to remove such 
reverse current relays and permit electric energy to be transmitted from its sys- 
tem to West Texas and thence through Southwestern and interconnected sys- 
tems into Okluhoma and Arkansas, and electric energy generated in Oklahoma 
and Arkansas to flow into the Texas Electric system to the extent such flow may 
be necessary for the operations of the systems thus interconnected ; 

(f) The emergency use of such connections will make electric energy avail- 
able, through interconnected electric utility systems in the area, to the aluminum 
plant now being constructed by Defense Plant Corporation at Lake Catherine, 
Arkansas, for the production of vital war material ; will promote the integration 
of power system operations necessitated by the war effort; may provide facilities 
for supplying additional or expanded war industry plants in the area; and will 
not adversely affect customers of Texas Blectric; 

(g) The Division of Industry Operations, War Production Board, has issued a 
preference rating order to Texas Electric for the materials required for the 
emergency use of such connections ; 

(h) The Commission is requested to authorize and permit the emergency use 
of the aforesaid connections and the operation of all facilities incidental to the 
generation and transmission of electric energy for the purposes above stated, 
without Texas Blectric thereby becoming subject to the jurisdiction of the Com- 
mission; to provide that the electric energy transmitted through such connec- 
tions shall not be deemed transmitted in interstate commerce within the meaning 
of section 201 of the Act; to make such authorization effective during the present 
war and for ninety days after a formal peace treaty or treaties have been signed ; 
and to permit the connections to remain to meet any additional emergency which 
may arise after termination of the war. 

The Commission, upon consideration of the application as supplemented and 
other pertinent material in its records and files, finds that: 

(1) Texas Blectric is engaged in the generation, transmission, and sale of 
electric energy in the State of Texas and has not been classified as a public utility 
within the meaning of section 201 of the Act; 

(2) West Texas owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and has been classified as a 
public utility within the meaning of section 201 of the Act; 

(3) Southwestern owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and has been classified 
as a public utility within the meaning of section 201 of the Act; 

(4) The unusual requirements occasioned by the present state of war are 
causing an increase in demands for electric energy, restrictions on the construc- 
tion and installation of additional electric generating and transmission facilities, 
and an emergency in the maintenance of an adequate supply of electric energy 
essential to meet the requirements of war loads, including those of the aluminum 
plant of Defense Plant Corporation at Lake Catherine, Arkansas ; 

(5) The use of the aforesaid connections between the systems of Texas Electric 
and West Texas at Vernon and Quanah, Texas, is desirable in the public interest 
to aid in the war effort as hereinafter provided and should not subject Texas 
Electric to the jurisdiction of the Commission as a public utility under the Act; 

(6) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application as supplemented. 
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Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid connections during the present war emergency 
but not for more than 90 days after the cessation of hostilities, shall not subject 
Texas Electric to the jurisdiction of the Commission as a public utility under 
the Federal Power Act: Provided, however, That the Commission may thereafter 
determine the status of Texas Electric under the Act without regard for any 
provision of this determination and order or any claim based hereon; 

(B) This determination and order is expressly limited to the use of the con- 
nections as provided herein, and any and all exemptions granted hereby shall 
terminate and cease to have force or effect from and after 90 days following the 
cessation of present war hostilities, unless the Commission shall hereafter extend 
such exemptions by further order ; 

(C) Texas Electric shall report to the Commission on the fifth day of each 
month hereafter, the amounts of electric energy received and transmitted in 
each direction during the preceding month through each of such connections, 
showing separately the transactions for the electric supply to the aluminum 
plant of Defense Plant Corporation at Lake Catherine, Arkansas, and trans- 
actions for other uses, as well as such other or special reports as the Commission 
may from time to time require; 

(D) This determination and order and the acts done pursuant hereto shall be 
without prejudice to and shall in no way affect the proceeding now pending 
before the Commission In the Matter of Arkansas Power & Light Company, et al., 
(docket No. IT-5802), or any other matter now pending or which may come 
before the Commission, or the Securities and Exchange Commission, or any other 
regulatory agency ; 

(E) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid connections are being used within the limitations of this determination 
and order, and if the Commission finds otherwise, it may modify or terminate 
any or all provisions of this determination and order. 


Determination and order amending order of August 4, 1942, authorizing per- 


manent connection for emergency use only and providing for emergency use 
of connection 


The Connecticut Light and Power Company 
(Docket No. IT-5793) 
October 28, 1942 


Upon consideration of the petition filed August 15, 1942, by The Connecticut 
Light and Power Company for an order supplementary to and amendatory of 
the Commission’s order of August 4, 1942, in this matter; and other pertinent 
material in its records and files, the Commission hereby amends such order to 
provide as follows: 

The Connecticut Light and Power Company (hereinafter designated as appli- 
cant) filed an application on July 11, 1942, for an order by the Commission under 
section 202 of the Federal Power Act concerning a proposed temporary connec- 
tion at New Britain, Connecticut, between the facilities of applicant and those 
of The Connecticut Power Company. 
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From the application, it appears that: 

(a) Applicant is a corporation specially chartered by and organized under 
the laws of the State of Connecticut, having its principal office at Hartford, 
Connecticut, and engaged in the production, purchase, transmission, distribu- 
tion, and sale of electricity and gas for various purposes in that State; 

(b) The proposed connection is to be made between a double circuit 66-kilovolt 
transmission line of applicant, which terminates at its New Britain substation 
and a double circuit 66-kilovolt transmission line of The Connecticut Power 
Company, which is somewhat more than a mile south of such substation, by 
putting up one span of six conductors in the present tap line of The Connecticut 
Power Company to the substation, and the installation of a 25,000-kilowatt tap- 
changing transformer and an additional 66-kilovolt oil circuit breaker for one 
of the two circuits of the tap line, together with incidental changes, facilities, 
and construction. The connnection will have a transfer capacity of 25,000 
kilowatts, but the facilities to be connected are limited in capacity to a transfer 
of 10,000 kilowatts when such transfer is superimposed on the loads of the 

“respective systems: 

(c) The connection is proposed to enable applicant to comply with Limitation 
Order L-94 of the Division of Industry Operations, War Production Board, and 
to safeguard the electric service of applicant and that of each of the companies 
with which it will thus be connected, directly and indirectly, during the present 
war emergency. The connection is proposed to be closed at all times in order to 
prevent interruption to or a reduction in electric service in the territories of any 
of the companies affected thereby ; 

(d) The Division of Industry Operations, War Production Board, has issued 
a project preference rating for the materials necessary for the completion of the 
proposed connection, which materials are on hand, and the connection can be made 
within a reasonably short time after the requested order is granted; 

(e) The Commission is requested to issue an order: 

(i) Approving the temporary connection above described ; 

(ii) Approving, during the continuance of the present war, the transfer of 
primary power from a power source to an area in which a capacity shortage may 
develop, the transfer of energy in an effort to conserve fuel, the transfer of energy 
to relieve a present or anticipated fuel supply shortage, the transfer of energy 
to replace inadequate stream flow essential to hydro-generated energy, the trans- 
fer of energy necessitated by apparatus failure, and the compliance with any 
order, oral or written, which the War Production Board or any other authorized 
agency of the United States, or any agent thereof, may issue that makes necessary 
or convenient the use of such connection ; and 

(iii) Decreeing that applicant shall not become subject to the jurisdiction of 
the Commission by reason of such connection, or by reason of the operation of 
the transmission of electric energy thereby, and that such connection and oper- 
ations shall have no effect upon the case of applicant now pending before the 
Commission in the Matter of The Connecticut Light and Power Company (docket 
No. IT-5665). 

The Director of The Office of Defense Transportation has advised the Com- 
mission that interconnections of electric facilities which will conserve the use 
of transportation facilities for coal, either by reduction in length of haul or 
amount of coal used, will assist in the war program. 

The Acting Chief of the Power Branch, War Production Board, has advised the 
Commission that the substitution of the more efficient capacity on the applicant’s 
system for the less economical capacity on the systems with which it will be 
connected through the aforesaid connection, will result in a saving of approxi- 





850 FEDERAL POWER COMMISSION 


mately 25,000 to 30,000 tons of coal per year in the New England area and a 
corresponding reduction in the use of rail transportation facilities. 

The Commission, upon consideration of the application, and other pertinent 
material in its records and files, finds that: 

(1) Applicant has been determined by the Commission, in the aforesaid pro- 
ceeding In the Matter of The Connecticut Light and Power Company (docket No. 
IT-5665), supra, p. 132, to be a public utility within the meaning of section 201 
of the Federal Power Act, by order of May 15, 1942 (modified June 23, 1942, 
to change the time fixed for compliance with certain accounting requirements). 
Applicant has filed a petition for review of that order, so modified, pursuant to 
the provisions of section 313 (b) of the Act, which is now pending before the 
United States Court of Appeals for the District of Columbia ; 

(2) The Connecticut Power Company owns and operates facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce 
and has been classified as a public utility within the meaning of section 201 
of the Act; 

(3) A substantial part of the facilities for the aforesaid connection have been* 
in place for several years, a previous connection having beeu maintained there 
until August 24, 1935, restored August 27, 1935, and maintained in operation until 
May 29, 1936; 

(4) The unusual requirements occasioned by the present state of war are 
causing an increase in demands for electric energy, limitations on the supply 
and transportation of fuel for electric generating plants, restrictions on the 
construction and installation of additional electric generating and transmission 
facilities, and an emergency in the maintenance of an adequate supply of electric 
energy essential to the war effort, necessitating the interconnection of electric 
facilities, particularly in the areas served by applicant, and the Connecticut 
Power Company, and interconnected systems ; 

(5) The use of the aforesaid connection between the system of applicant and 
the Connecticut Power Company is desirable in the public interest to aid in 
the war effort as hereinafter provided and should not affect the status of 
applicant under the Federal Power Act; 

(6) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application. 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid connection during the present war emergency, 
but not for more than ninety days after the cessation of hostilities, shall not 
affect the status of applicant under the Federal Power Act: Provided, however, 
That the Commission may thereafter determine the status of applicant under 
the Act without regard for any provision of this determination and order or 
any claim based hereon ; 

(B) This determination and order is expressly limited to the use of the 
aforesaid connection as provided herein, and any and all exemptions granted 
hereby shall terminate and cease to have force or effect from and after ninety 
days following the cessation of present war hostilities, unless the Commission 
shall hereafter extend such exemptions by further order ; 

(C) Applicant shall report to the Commission, on the fifth day of each month 
hereafter, the amounts of electric energy received and transmitted in each di- 
rection during the preceding month through the aforesaid connection, as well 
as such other or special reports as the Commission may from time to time 
require ; 

(D) This determination and order and the acts done pursuant hereto shall 
be without prejudice to the aforesaid proceeding In the Matter of The Connecti- 
cut Light and Power Company (docket No. IT-5665), or any other matter now 





APPENDIX—ORDERS 851 


pending or which may come before the Commission, or any other regulatory 
agency. No use, or change in use, of any of the facilities upon which the Com- 
mission’s aforesaid order of May 15, 1942, was based, which results from or is 
associated with the use of the connection, provided for herein, shall be deemed 
to affect the purpose or nature of such facilities ; 

(EB) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid connection is being used within the limitations of this determination 
and order, and if the Commission finds otherwise, it may modify or terminate 
any or all provisions of this determination and order. 


Order reducing rates 


El Paso Natural Gas Company, Western Gas Company, and El Paso Gas Trans- 
portation Corporation, The State of Arizona, Complainant v. Western Gas Com- 
pany and El Paso Natural Gas Company, Defendants 


(Docket Nos. G—242, G-257) 
October 29, 1942 


It appearing to the Commission that: 

(a) Hearings of these consolidated proceedings were begun in Phoenix, Ari- 
zona, on September 30, 1942, and have continued from time to time to October 
24, 1942; 

(b) At said hearings the complainant herein and the Commission’s staff intro- 
duced evidence with respect to (1) whether the defendants-respondents are 
natural-gas companies within the meaning of the Natural Gas Act, and (2) 
whether in connection with any transportation or sale of natural gas subject to 
the jurisdiction of this Commission, any rates, charges or classifications de- 
manded, observed, charged or collected, or any rules, regulations, practices or 
contracts affecting such rates, charges or classifications are unjust, unreasonable, 
discriminatory or preferential ; 

(c) Before said hearings were concluded, the defendants-respondents specif- 
ically waived further hearing in connection with these proceedings, acknowledged 
their status as natural-gas compznies under the Natural Gas Act, and have con- 
sented to this order reducing rates; 

(d) The Governor of the State of Arizona and the Corporation Commission 
of said State, being fully advised in the premises, have assented to the action 
taken by the Commission herein; - : 

(e) The respondents have indicated their desire that the amount of the reduc- 
tion in rates hereinafter ordered be passed on to the ultimate consumers; 

Upon consideration of the orders previously entered in these proceedings and 
the evidence adduced in said hearings, the Commission finds that: 

(1) El Paso Natural Gas Company (hereinafter referred to as “El Paso 
Natural”) is a corporation organized and existing under the laws of Delaware; 
is engaged in purchasing and gathering natural gas in the Lea County fields 
in southeastern New Mexico; is engaged in the transportation of natural gas 
in interstate commerce by means of facilities which include natural gas main 
ransmission pipe lines extending westward from a point near Jal, New Mexico, 
through the States of New Mexico, Texas, and into Arizona terminating near 
Phoenix, Arizona, with laterals extending therefrom to communities and cus- 
tomers in New Mexico, Texas, and Arizona; is also engaged in the sale in inter- 
state commerce of natural gas so transported to various purchasers for resale 
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for ultimate public consumtpion for domestic, commercial, industrial and other 
uses; and is a “natural-gas company” within the purview of the Natural Gas 
Act; 

(2) El Paso Transportation Corporation (hereinafter referred to as “El Paso 
Transportation”), a wholly owned subsidiary of El Paso Natural, is a corpora- 
tion organized and existing under the laws of Delaware; is engaged in the trans- 
portation of natural gas in interstate commerce by means of facilities which 
include a natural gas main transmission line extending from a point of inter- 
connection on the main transmission line of El Paso Natural near the city 
limits of El Paso, Texas, into and through said city; and is a “natural-gas com- 
pany” within the purview of the Natural Gas Act; 

(3) Western Gas Company (hereinafter referred to as “Western’’), a wholly 
owned subsidiary of El Paso Natural, is a corporation organized and existing 
under the laws of Delaware; is engaged in the production of natural gas in the 
Lea County fields in southeastern New Mexico and in the sale in interstate 
commerce of said gas to El Paso Natural for resale for.ultimate public consump- 
tion for domestic, commercial, industrial and other uses; and is a “natural-gas 
company” within the purview of the Natural Gas Act; : 

(4) El Paso Natural, El Paso Transportation, and Western (hereinafter re- 
ferred to collectively as “the respondents”) are under common control and owner- 
ship, and are operated as a single, interconnected and integrated system for the 
production, purchase, gathering, transportation, sale, and delivery of natural gas; 

(5) The rates and charges demanded, observed, charged, and collected by the 
respondents for the transportation and the sales in interstate commerce of natural 
gas, which transportation and sales are referred to in findings Nos. (1) to (3), in- 
clusive, together with the rules, regulations, practices, and contracts, affecting such 
rates and charges, are subject to the jurisdiction of this Commission ; 

(6) The actual legitimate cost before depreciation and depletion, within the 
meaning of section 6 (a) of the Natural Gas Act, for the purpose of these proceed- 
ings, of the respondents’ entire gas plant used and useful, as.of December 31, 1941, 
is not more than $25,538,341, as follows: 


El Paso Natural $24, 614, 823 


Western 664, 979 
El Paso Transportation 258, 539 


* 25, 538, 341 


(7) The actual existing depreciation and depletion in the respondents’ said gas 
plant is $4,576,470 as of December 31, 1941, as follows: 


El Paso Natural $4, 373; 096 
Western 


4, 576, 470 


1 This figure is net amount after eliminating the following items from the gas plant 
accounts as carried on the respondents’ books: 
Write-up of franchises, contracts, and good will $925, 000 
Excessive amounts for lands and land rights held for future use 269, 112 
Organization expenses of predecessors and unsupported charges to organ- 


ization. .......- Bi Sarita ck ib alieras adic acc tg tl epee ak enh enculihcs ehh ah acini ap ck 130, 410 
Abandoned desulphurization plant._......__---~- Shelia ob daalanicknahinSip peso 153, 026 
Unsupported and improper charges for gas sales contracts 203, 718 
Operating expenses erroneously charged to plant account 119, 194 


1, 800, 460 
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(8) The sum of $412,198 is the proper and reasonable total allowance for work- 
ing capital for the respondents ; 

(9) The sum of $21,374,069 is the proper rate base for the purpose of these 
proceedings, as shown by the following tabulation: 


Actual legitimate cost of gas plant as of December 31, 1941 $25, 538, 341 
Less: Accrued depreciation and depletion 4, 576, 470 


Actual legitimate cost, less depreciation and depletion 20, 961, 871 
Working capital 412, 198 


Rate base 21, 374, 069 


(10) An annual rate of return of 64% on the rate base herein is fair and 
reasonable for the purpose of determining the proper rates to be charged for the 
respondents’ sales and transportation in interstate commerce of natual gas for 
resale ; 

(11) The respondents’ consolidated gross operating revenues in 1941 totalled 
$6,651,214, of which $1,928,609 was derived from sales and transportation in inter- 
state commerce of natural gas for resale; 

(12) For the purpose of determining the proper rates to be charged for re- 
spondents’ sales and transportation in interstate commerce of natural gas for re- 
sale, it is appropriate to credit the respondents’ 1941 operating expenses with the 
amount of $219,352 for profits derived by The Engas Company (a wholly owned 
subsidiary of El Paso Natural) in excess of a reasonable return of 644% on its 
proper net investment including a reasonable allowance for working capital, 
from gasoline, butane and propane extracted from -the respondents’ natural gas; 

(13) The allowable total 1941 operating revenue deductions and expenses (ex- 
clusive of Federal income taxes) for the respondents amounted to $3,005,879; and 
the portion thereof properly allocable to the sales and transportation in inter- 
state commerce of natural gas for resale, together with the return applicable 
to such sales and transportation computed at 6% on the rate base herein and 
proper provision for Federal income taxes on such return, is not more than 
$1,402,607 ; 

(14) The respondents’ 1941 operating revenues of $1,928,609 derived from 
sales and transportation in interstate commerce of natural gas for resale ex- 
ceeded by $526,002 the sum of the allowable operating revenue deductions, 


expenses, and return applicable to such service, as shown by the following 
tabulation: 


II, ON is eh ae cat Sas rekeinkc ogi oh ints eres $1, 928, 609 
Operating revenue deductions, expenses and return of 64%%---. 1, 402, 607 


Available for rate reduction 


(15) The rates and charges made, demanded, or received by the respondents 
for or in connection with their. transportation and sale in interstate commerce 
of natural gas for resale for ultimate public consumption are unjust, unreason- 
able, and excessive to the extent of at least $526,002 for the year 1941; 

(16) Said rates and charges of the respondents, after reflecting the reduc- 
tions and changes hereinafter ordered, will be just and reasonable; — 


2In Natural Gas Pipeline Company of America and Texoma Natural Gas Company, Peti- 
tioners, v. Federal Power Commission and Illinois Commerce Commission, Respondents, 
No. 7454, 134 F. (2d) 263, the United States Circuit Court of Appeals for the Seventh 
Circuit in a memorandum opinion dated June 30, 1942, states that redctions in rates 
belong to the consumers for whose benefit such proceedings are instituted. 
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(17) Article VIII of El Paso Natural’s FPC rate schedule No. 3, and para- 
graph 4 of supplement No. 3 of said rate schedule are unjust, unreasonable, 
unduly discriminatory, monopolistic, and- preferential in prohibiting El Paso 
Natural from selling or delivering gas in Maricopa County, Arizona, to anyone 
other than to Central Arizona Light and Power Company without first indemnify- 
ing said company ; 

(18) Article II of El Paso Natural’s FPC rate schedule No. 7 is unjust, un- 
reasonable, unduly discriminatory, monopolistic, and preferential in prohibiting 
M. A. Moody and his assignee, Natural Gas Service Company of Arizona, from 
selling gas purchased from El Paso Natural “which shall result in the loss 
of revenues to the Salt River Valley Water Users’ Association from the sale of 
electricity © °°”: 

(19) The following provision in Article XXV of El Paso Natural’s FPC rate 
schedule No. 17: 

“Provided, however, That if Buyer (Arizona Edison Company, Inc.) sells its 
distribution systems, or any of them, to a municipality or if this contract is ac- 
quired by a municipality, Seller (El Paso Natural) shall receive not less than 
twenty-three cents (23¢) per thousand (1,000) cubic feet for industrial gas and 


not less than thirty-six cents (36¢) per thousand (1,000) cubic feet for gas sold 
to domestic customers.” 


is unjust, unreasonable, unduly discriminatory and preferential ; 

Therefore, the Commission orders that: 

(A) The rates and charges made, demanded or received by the respondent 
for or in connection with their transportation and sale in interstate commerce of 
natural gas for resale for ultimate public consumption shall be so reduced as to 
reflect, when applied to respondents’ 1941 said transportation and sales, a re- 
duction of not less than $526,002 per annum below their 1941 operating revenues 
of $1,928,609 derived from such transportation and sales, distributed in accord- 
ance with exhibits “A” and “B” hereto attached and made a part of this order; 

(B) The respondents shall file on or before November 15, 1942, new schedules 
of rates and charges for or in connection with their transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
which shall reflect not less than the reduction ordered in paragraph (A) above; 

(C) Said new schedules ordered in paragraph (B) above shall not contain 
such provisions as are referred to in findings (17), (18) and (19) above; 

(D) The new schedules of rates and charges ordered in paragraphs (B) and 
(C) above shall be effective as to all gas sold or delivered on and after Novem- 
ber 1, 1942; 

(E) The Commission reserves the right to reject all or any part of such new 
schedules, and in lieu thereof to prescribe any other schedules by further order; 

(F) On and after the effective date of the new schedules of rates and charges 
filed and made effective in accordance with paragraphs (B), (C) and (D) above, 
the respondents shall cease and desist from making, demanding, or receiving any 
rates and charges for or in connection with their transportation and sale, on and 
after November 1, 1942, of natural gas in interstate commerce for resale for 
ultimate public consumption other than those ordered in these proceedings 
without approval of this Commission. 





APPENDIX—ORDERS 


Exuisit A 


Ex Paso Naturat Gas CoMPANY AND SuBSIDIARY COMPANIES 


Statement showing present and reduced rates and application to 1941 sales 


Domestic and Class A 
including unaccount- 
ed for: 

Texas 
New Mexico (West)| 


Army camps: 
Arizona 


For resale to power 


Total sales 
utilities 
Sales to Fort Huachuca | 
through Fort Hua- 
chuca Gas Co 





Present 
average 
rate 


Cents 
27. 23 
35. 28 


19.61 | 
New! Mexico (W: est)| 25. 69 


Re- 
duced | 
(new) | 


Rate 
| reduc- 
tion 


M.c. f. 
volume as 
billed 


1, 240, 599 
243, 659 
2, 336, 271 


860, 334 
237, 908 
1, 615, 681 


| 3,820, 529 


2, 713, 923 


1941 revenue 
before 
reduction 


$337, 813..74 
85, 971. 19 
722, 322. 73 


66 


1, 146, 107. 


Revenue at 
reduced 
rate 


$235, 713.81 | 
51, 168. 39 | 
513, 979. 62 


800, 861. 82 


Amount of 
reduction 


$102, 099. 93 
34, 802. 80 
208, 343. 11 


345, 245. 84 





168, 677. 97 
61, 111. 53 
377, 203. 11 


606, 992. 61 


141, 955. 
42, 823. 
290, 822. 


475, 601. 


26, 722. 86 
18, 288. 09 
86, 380. 53 


131, 391. 48 





73, 734 
579, 166 


652, 900 | 


15, 928. 97 
98, 351. 15 


114, 280. 12 


11, 797. 44 
78, 187. 41 


89, 984. 85 


4, 131. 53 
20, 163. 74 


24, 295. 27 








139, 030 | 


27, 137. 01 





25, 025. 40 


2, 111. 61 











16. 24 | 


141, 329 | 


1, 894, 517. 





40 


45, 570. 14 | 


1, 391, 473. 20 





22, 612. 64 


503, 044. 20 


22, 957. 50 


7, 467,711 | 1, 940, 087. 54 


t | j | 


1, 414, 085. 84 | 526, 001. 70 


Exuisir B 


Ex Paso Naturat Gas CoMPANY AND SUBSIDIARIES 


Annual Revenue Reduction, by Points of Delivery and by Customers, Based on 


Point of delivery 


ARIZONA 
Benson __- 

Bisbee, Lowell and Warren. 
Casa Grande 


Central 
Clifton 


Coolidge. _--- 22222222222 


I cnithintmae 
Don 
Ethington nee , 
Florence janet 
Fort Thomas 
Globe 


Lonestar eeu te ee aes 


Main Line Taps 3 
Main Line “7 aa 


1941 Sales 


Customer 


Ajo Improvement Co._ 
.| Town of Benson _-__- 
-| Arizona Edison Co., 


Tac. 
Natural Gas Service Co... 
Duncan Utilities Co 

Natural Gas Service Co___ 
Natural Gas Service Co___ 


..| Arizona Edison Co., Inc..............} 
| Duncan Utilities Co 


Natural Gas Service Co_..._____- 


..| Natural Gas Service Co_. 
| Dunean Utilities Co 


Arizona Edison Co., 
Duncan Utilities Co 
Duncan Utilities Co 


| Natural Gas Service Co_. 


City of Mesa 


_.| Arizona Edison Co., Inc. 


Natural Gas Service Co 


Central Arizona Light & Power Go «al 


Duncan Utilities Co _. 


' Town of Safford. .____- 


DOR aiocscin ny 


Volume of 


gas sales 
1941, 
M.c.'f. | 


Annual 
revenue 
reduc- 
tion 


Actual rev- 
enue 1941 


21, 883 | 
’ 860 | 
, 124 | 
’ 525 
674 | 


| 


7, 240 
5, 313 
54, 987 
12, 482 
541 
181 
10, 911 
48, 685 
3, 165 
6, 669 | 
9, 264 | 
411 
30, 376 | 
665 | 
17101 | 
16, 814 | 
25, 647 
19, 824 | 


$2, 588 


5, 800 
8, 049 
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Point of delivery 


ARIZONA—Ccontinued 


Solomonville. 
Superior _ _- 
Thatcher. 
Tombstone ae 
Tucson and environs 


Total, Arizona 
NEW MEXICO 


Bayard, Fort Bayard, Cen- 
tral and Hurley. 

Deming Leninne 

Dona Ana, Grant and Hi- 
dalgo Counties. 

<< ccna sabhessod 

Lordsburg - .. 

Silver City__..._. 


Total, New Mexico_.-__| 


TEXAS 


Anthony, New Mexico 


Clint, Fabens and Ysleta____-| 


FE] Paso and Fort Bliss_- 


Customer 


Duncan Utilities Co __ 

Natural Gas Service Co 

Duncan Utilities Co 

City of Tombstone ‘i ou 

| 7 Gas, Electric Light & Power 
0. 


Lea County Gas Co 


| Village of Deming 
| Lea County Gas Co 


Town of Las Cruces 
Village of Lordsburg 
Lea County Gas Co 


Lea County Gas Co.. 
Lea County Gas Co 
Texas Cities Gas Co-__- 


Volume of 
gas sales 
1941, 
M.c. f. 


4, 336 

35, 708 
10, 413 

7, 755 

1, 063, 168 


481, 567 


2, 118 
108, 536 


Actual rev- 
enue 1941 


$1, 285 
12, 084 
3. 234 

2, 729 
282, 879 


1, 142, 591 








Annual 
revenue 
reduc- 
tion 


eS a ae 


2, 461, 352 
29, 511 | 
7, 755 | 
70, 827 | 


| 2,680,099 | 604,843 | 


La Tuna.___. 
Main Line Taps-- 
Juarez, Mexico 


| Lea County Gas Co 
| Lea County Gas Co 
| Texas Cities Gas Co 


Total, Texas 








Total, Distribution 
Plants. | 


Fort Huachuca | | 


7, 326, 382 | 1,894, 517 | 


| 
141, 329 | 


45, 570 | 





| ¥, 467,711 | 1,940,087 | 


' 





Order amending former order and denying petition for rehearing 
The Niagara Falls Power Company 
(Project No. 16) 
October 29, 1942 


It appearing to the Commission that: 

(a) On June 9, 1942, the Commission adopted its opinion and order herein, 
supra, p. 206, determining the actual legitimate original cost of project No. 16. 
The Niagara Falls Power Company, Licensee, as of March 2, 1921, to be $24,680,- 
680.22 (exclusive of the items of interest during construction, land and flour 
mill purchase account, and depreciation, which were reserved for further con- 
sideration), and prescribing the accounting therefor including the charging of 
disallowed amounts totaling $15,587,943.56 to earned surplus account; 

(b) On July 18, 1942, The Niagara Falls Power Company filed a petition for 
rehearing dnd a petition for stay with respect to the Commission’s order of 
June 9, 1942; 

(c) On August 14, 1942, the Commission adopted an order staying paragraphs 
(A) to (F) inclusive, of its order of June 9, 1942, until further order of the 
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Commission, and requiring the licensee, The Niagara Falls Power Company, on 
or before August 25, 1942: (1) to show cause in writing under oath why the 
accounting instructions and accounting cqntained in said paragraphs should not 
be made effective and enforced; and (2) to submit to the Commission such 
accounting treatment as the licensee may propose for disposition of the disallowed 
amounts; 

(d@) On August 24, 1942, The Niagara Falls Power Company filed its response 
to the Commission’s order to show cause of August 14, 1942; 

(e) On September 1, 1942, the Commission adopted its opinion and order 
(supra, p. 249) finding that no cause had been shown why the accounting instruc- 
tions and requirements contained in paragraphs (A) to (F) inclusive, of the 
Commission’s order of June 9, 1942, should not be made effective and enforced, 
and that licensee had failed to propose a proper accounting treatment for dis- 
position of the disallowed amounts other than that prescribed in the Commis- 
sion’s order of June 9, 1942; and dissolving the previously granted stay of said 
paragraphs of the Commission’s order of June 9, 1942, and directing the licensee 
to comply therewith within 60 days; 

(f) On October 9, 1942, The Niagara Falls Power Company filed a petition for 
rehearing with respect to the Commission's order of September 1, 1942; 

(g) On October 10, 1942, licensee filed a petition, under section 313 (b) of the 
Federal Power Act, for review of the Commission's order of June 9, 1942, which 
is now pending in the United States Circuit Court of Appeals for the Second 
Circuit, The Niagara Falls Power Company, Petitioner v. Federal Power Com- 
mission, Respondent ; * 

The Commission finds that: 

It is appropriate under the circumstances here presented to provide an alter- 
native method of disposing of the $15,537,943.56 which paragraph (E) of the 
Commission’s order of June 9, 1942, directs the licensee to charge to earned 
surplus ; 

The Commission orders that: 

(A) The time for compliance with the Commission's order of June 9, 1942, 
be and the same hereby is extended to 60 days after service of this order; 

(B) Instead of charging $15,537,943.56 to earned surplus in accordance with 
paragraph (E) of the Commission's order of June 9, 1942, The Niagara Falls 
Power Company may, within 60 days after service of this order, transfer said 
amount of $15,537,943.56 to Account 107, electric plant adjustments, and simul- 
taneously set up a reserve equal to that amount out of Capital Surplus, created 
for such purpose, against which reserve the $15,537,943.56 shall be charged within 
60 days after the final disposition of the petition for review of the Commis- 
sion’s order of June 9, 1942, which is now pending in the United States Circuit 
Court of Appeals for the Second Circuit, The Niagara Falls Power Company, 
Petitioner v. Federal Power Commission, Respondent ; 

(C) The licensee shall file with the Commission certified copies of the en- 
tries made pursuant to paragraph (B) of this order within 30 days after such 
entries are made; 

(D) The petition for rehearing filed October 9, 1942, in all other respects be and 
the same is hereby denied. 


7137 F. (2d) 787. 
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Order denying petitions for rehearing and for stay 


City of Detroit, Michigan and County of Wayne, Michigan v. Panhandle Eastern 
Pipe Line Company and Michigan Gas Transmission Corporation, Panhandle 
Eastern Pipe Line Company, Michigan Gas Transmission Corporation, and 
Illinois Natural Gas Company 


(Docket Nos. G—200, G-207) 
October 30, 1942 


Upon consideration of the petitions filed on October 23, 1942, by Panhandle 
Eastern Pipe Line Company, Michigan Gas Transmission Corporation and 
Illinois Natural Gas Company, respondents-defendants in the above-entitled 
matters, for a rehearing and for stay of the Commission’s order reducing rates 
entered September 23, 1942, pursuant to its opinion supra, p. 273; 

The Commission finds that: 

No new facts have been presented or alleged in the respondents-defendants’ 
petitions which would justify a reversal or revision of the Commission’s order 
and opinion, and no principles of law are stated in said petitions which were 
not fully considered by the Commission before it entered said order and 
opinion ; 

Therefore, the Commission orders that: 

The said petitions be and the same are hereby denied. 


Order authorizing withdrawal of rate schedule and vacating order of 
September 1, 1942 


United Fuel Gas Company 
(Docket No. G-—412) 
November 3, 1942 


It appearing to the Commission that: 

(a) By order of September 1, 1942, a hearing was set for November 9, 1942, 
concerning the lawfulness of proposed increased rates or charges as provided 
for by United Fuel Gas Company rate schedule FPC No. 22 for the sale of 
natural gas by United Fuel Gas Company to Louisville Gas & Electric Company 
for resale for ultimate public consumption ; 

(b) Pending such hearing and decision thereon, it was further ordered that 
the proposed increased rates or charges be suspended and that the rates or 
charges contained in United Fuel Gas Company rate schedule FPC No. 8 and 
supplements Nos. 1 and 2 and supplement No. 2 to supplement No. 2 to said 
rate schedule be continued in full force and effect ; 

(c) On October 30, 1942, United Fuel Gas Company filed an application for 
authority to withdraw its rate schedule FPC No. 22 and to continue the sale 
of natural gas to Louisville Gas & Electric Company in accorilance with the 
provisions of United Fuel Gas Company rate schedule FPC No. 3 and supple- 


ments Nos. 1 and 2 and supplement No. 2 to supplement No. 2 to said rate 
schedule ; 


The Commission finds that: 
It will be consistent with the public interest to permit the requested with- 


drawal of United Fuel Gas Company rate schedule FPC No. 22 and to vacate 
the aforesaid order of September 1, 1942; 
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The Commission orders that: 

(A) United Fuel Gas Company be and it is herby authorized to withdraw 
its rate schedule FPC No. 22; : 

(B) United Fuel Gas Company rate schedule FPC No. 3 and supplements Nos. 
1 and 2 and supplement No. 2 to supplement No. 2 to said rate schedule shall re- 
main and continue in full force and effect; 

(C) The said order of September 1, 1942, be and it is hereby vacated; 

(D) Nothing contained in this order shall be construed as constituting ap- 
proval by this Commission of any service, rate, provision or condition contained 
in United Fuel Gas Company.rate schedule FPC No. 3 and supplements Nos. 1 and 
2 and supplement No. 2 to supplement No. 2 to said rate schedule; 

(E) This order is without prejudice to any findings or orders which may be 
made by the Commission in any proceedings now pending or hereafter instituted 
by or against the United Fuel Gas Company. 


Order granting petition for modification and denying rehearing 
Border Pipe Line Company and American Smelting and Refining Company 
(Docket No. G-—228) 

November 4, 1942 


Upon consideration of the applications filed by Border Pipe Line Company and 
American Smelting and Refining Company for rehearing and modification of 
the Commission’s order of October 10, 1942, authorizing the exportation of natural 
gas from the United States to the Republic of Mexico; 

It appearing that: 

It would be appropriate to modify the provisions of paragraph “(C)” of said 
order ; 

The Commission orders that: 

(A) Paragraph “(C)” of the Commission’s order of. October 10, 1942, be and 
it is hereby modified to read as follows: 

“(C) This authorization is limited to the purposes set forth in the agreement 
between Border Pipe Line Company and American Smelting and Refining Com- 
pany (Exhibit D to the application of Border Pipe Line Company) and shall be 
for a period of ten years.” 

(B) The Commission’s order of October 10, 1942, herein shall, in all other 
respects, remain and continue in full force and effect ; 

(C) The applications of Border Pipe Line Company and American Smelting 
and Refining Company for rehearing be and the same are hereby denied. 


Determination and order for emergency use of connection 
The Connecticut Light and Power Company 
(Docket No. I'T-5796) 

November 4, 1942 


The Connecticut Light and Power Company (hereinafter designated as appli- 
cant) filed an application on July 29, 1942, which it later amended and supple- 
mented, for an order by the Commission under section 202 of the Federal Power 
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Act concerning a proposed temporary connection at Whipple Junction near Groton, 
Connecticut, between the facilities of applicant and those of The Mystic Power 
Company. 

From the application as amended and supplemented, it appears that: | 

(a) Applicant is a corporation specially chartered by and organized under the 
laws of the State of Connecticut, having its principal office at Hartford, Con- 
necticut, and engaged in the production, purchase, transmission, distribution, and 
sale of electricity and gas for various purposes in that State. 

(b) The proposed connection is to be made at Whipple Junction between the 
double circuit 33-kilovolt Montville-Groton transmission line of applicant and the 
single circuit 33-kilovolt Whipple Junction-Mystic transmission line to be rein- 
stalled and rehabilitated by The Mystic Power Company. It will also require the 
installation by applicant of a 25,000 kilovolt-ampere tap-changing transformer at 
the Southington terminus of its Southington-Montville line to increase the power 
transfer capacity of that line toward Montville; the reconnection by The Mystic 
Power Company of its Center Groton substation for 33-kilovolt operation, the 
reinstallation of two sections of 2/0 copper just east of Whipple Junction, the 
provision of additional metering equipment at Center Groton, and the installa- 
tion of a semiautomatic 33-kilovolt oil switch, two airbreak switches, and metering 
equipment at its Mystic substation; and relay equipment by The Narragansett 
Electric Company for feeder switches on the Mystic lines at Westerly, Rhode 
Island. 

(c) The proposed connection will permit transfer from applicant’s system of 
not more than 10,000 kilovolt-amperes of electric energy to the system of The 
Mystic Power Company to meet the latter’s needs and also supply the Westerly, 
Rhode Island, load area of The Narragansett Electric Company to relieve possible 
transmission shortages and the overloading of the latter’s transmission lines be- 
tween Providence and Westerly, Rhode Island, when the electric load thereon 
exceeds 52,000 kilovolt-amperes. 

(d) The connection is proposed to enable applicant to comply with Limitation 
Order L-94 of the Division of Industry Operations, War Production Board, and to 
relieve a possible transmission shortage to the Westerly, Rhode Island, area by 
the supply of energy from or the transmission of energy through applicant’s 
system. 

(e) Applications for project preference ratings for the materials necessary 
for the completion of the proposed connection have been filed with the War 
Production Board, and the connection can be made within a reasonably short 
time after the requested order is granted and the materials are secured. 

(7) The Commission is requested to issue an order: 

(i) Approving the temporary connection above described ; 

(ii) Approving, during the continuance of the present war, the supply of pri- 
mary power or the transfer of energy or both from a power source, including 
that of applicant, to an area in which a capacity shortage may develop, the 
transfer of energy in an effort to conserve fuel, the transfer of energy to relieve 
a present or anticipated fuel supply shortage, the transfer of energy to replace 
inadequate stream flow essential to hydro-generated energy, the transfer of energy 
necessitated by apparatus failure, and the compliance with any order, oral or 
written, which the War! Production Board or any other authorized agency of the 
United States, or any agent thereof, may issue that makes necessary or 
convenient the use of such connection ; and 

(iii) Decreeing that applicant shall not become subject to the jurisdiction of the 
Commission by reason of such connection, or by reason of the transmission of elec- 
tric energy thereby and that such connection and operations shall have no effect 
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upon the case of applicant now pending before the Commission In the Matter 
of The Connecticut Light and Power Company (docket No. IT-5665). 

The Director of The Office of Defense Transportation has advised the Com- 
mission that interconnections of electric facilities which will conserve the use 
of transportation facilities for coal, either by reduction in length of haul or 
amount of coal used, will assist in the war program. 

The Acting Chief of the Power Branch, War Production Board, has advised 
the Commission that the substitution of the more efficient capacity on the ap- 
plicant’s system for the less economical capacity on the systems with which it 
will be connected through the aforesaid connection, will result in certain savings 
of coal in the New England area and a corresponding reduction in the use of 
rail transportation facilities. 

The Commission, upon consideration of the application as amended and supple- 
mented, and other pertinent material in its records and files, finds that: 

(1) Applicant has been determined by the Commission, in the aforesaid pro- 
ceeding In the Matter of The Connecticut Light and Power Company (Docket 
No. IT-5665), supra, p. 132, to be a public utility within the meaning of section 
201 of the Federal Power Act, by order of May 15, 1942 (modified June 23, 1942, 
to change the time fixed for compliance with certain accounting requirements). 
Applicant has filed a petition for review of that order, so modified, pursuant to 
the provisions of section 313 (b) of the Act, which is now pending before the 
United States Court of Appeals for the District of Columbia. 

(2) The Mystic Power Company owns and operates facilities for the trans- 
mission of electric energy in interstate commerce and has been classified as a 
public utility within the meaning of section 201 of the Act. 

(3) The Narragansett Electric Company owns and operates facilities for 
the transmission and sale at wholesale of electric energy in interstate commerce 
and has been classified as a public utility within the meaning of section 201 
of the Act. 

(4) A substantial part of the facilities for the aforesaid connection have been 
in place for several years, a previous connection having been maintained there 
until January 24, 1941. 

(5) The unusual requirements occasioned by the present state of war are 
causing an increase in demands for electric energy, limitations on the supply 
and transportation of fuel for electric generating plants, restrictions on the 
construction and installation of additional electric generating and transmission 
facilities, and an emergency in the maintenance of an adequate supply of 
electric energy essential to the war effort, necessitating the interconnection of 
electric facilities, particularly in the areas served by applicant, and The Mystic 
Power Company, and interconnected systems. 

(6) The use of the aforesaid connection between the systems of applicant and 
The Mystic Power Company is desirable in the public interest to aid in the 
war effort as hereinafter provided and should not affect the status of applicant 
under the Federal Power Act. 

(7) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application. 

Wherefore, the Commission determines and orders that: 

(A) The’use of the aforesaid connection during the present war emergency, 
but not for more than 90 days after the cessation of hostilities, shall not affect 
the status of applicant under the Federal Power Act: Provided, however, That 
the Commission may thereafter determine the status of applicant under the 
Act without regard for any provision of this determination and order or any 
claim based hereon. 
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(B) This determination and order is expressly limited to the use of the 
aforesaid connection as provided herein and any and all exemptions granted 
hereby shall terminate and cease to have force or effect from and after 90 days 
following the cessation of present war hostilities, unless the Commission shall 
hereafter extend such exemptions by further order. 

(C) Applicant shall report to the Commission, on the fifth day of each month 
hereafter, the amounts of electric energy received and transmitted in each 
direction during the preceding month through the aforesaid connection, as well 
as such other or special reports as the Commission may from time to time 
require, 

(D) This determination and order and the acts done pursuant hereto shall 
be without prejudice to the aforesaid proceeding In the Matter of The Con- 
necticut Light and Power Company (docket No. IT-5665), supra, or any other 
matter now pending or which may come before the Commission, or any other 
regulatory agency. No use, or change in use, of any of the facilities upon which 
the Commission’s aforesaid order of May 15, 1942, was based, which results 
from or is associated with the use of the connection provided for herein, shall 
be deemed to affect the purpose or nature of such facilities. 

(BEB) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid connection is being used within the limitations of this determination 
and order, and if the Commission finds otherwise, it may modify or terminate 
any or all provisions of this determination and order. 


Order authorizing the grouping of natural gas transmission mains for expense 
accounting purposes 


Northern Natural Gas Company 
(Docket No. G-414) 
November 10, 1942 


It appearing to the Commission that: 

(a) On September 23, 1942, Northern Natural Gas Company, hereinafter 
referred to as “Northern,” filed an applicatio., undér general instruction 11 of 
the Commission’s Uniform System of Accounts Prescribed for Natural Gas 
Companies, for permission to group its natural gas transmission mains by states 
for the purpose of accounting for the cost of operating and maintaining such 
mains, as follows: 


Minnesota, 

South Dakota, 

Iowa, 

Nebraska, 

Kansas, 

Texas and Oklahoma (one grouping) ; 


(6) Northern states that the groupings for which Commission’ approval is 
sought have been maintained since the beginning of the company; that such 
groupings have assisted Northern in analyzing transmission operating costs and 
compiling various kinds of reports to the different states, particularly in con- 
nection with taxes; and that, in addition, separate records are maintained for 
gas plant and operation thereof for gathering systems by fields, each compressor 
station, a residual plant, and production plant by fields; 


. 
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(c) Northern’s transmission mains extend from the Panhandle field in Texas 
and the Hugoton field in Kansas to Saint Paul, Minnesota, and consist of a system 
of main lines, branch lines, and laterals which may reasonably be grouped for 
expense accounting purposes according to the groupings requested by Northern. 

The Commission orders that: 

(A) Northern is hereby authorized to group its natural gas transmission mains 
as set forth in paragraph (a) hereof for the purpose of accounting for the cost 
of operating and maintaining such transmission mains; provided that the group- 
ings of transmission mains, hereby authorized, be not expanded to include mains 
that may be constructed or acquired hereafter which are not connected and 
cperated as a part of Northern’s principal interconnected system, without prior 
notice to the Commission; and provided further that nothing contained herein 
shall be construed as a waiver of the provisions of section 7 of the Natural Gas 
Act; 

(B) Authority is reserved in the Commission to modify or change the group- 
ings of transmission mains plant hereby authorized. 


Order issuing certificate of public convenience and necessity 
United Gas Pipe Line Company 
(Docket No. G—232) 
November 10, 1942 


Upon consideration of the application filed by United Gas Pipe Line Company 
on February 11, 1942, and the amendment thereto filed on April 11, 1942, pursuant 
to section 7 (c) of the Natural Gas Act, as amended, for a certificate of public 
convenience and necessity authorizing the continuation of operations by the 
company, subject to the Commission’s jurisdiction, in which the company, on 
February 7, 1942, and subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) United Gas Pipe Line Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas in interstate commerce and in 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption by means of its natural gas pipe lines situated in, and extending 
across the State lines of, the States of Alabama, Florida, Louisiana, Mississippi, 
Oklahoma and Texas; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4010; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application and amendment thereto were duly made to the Commission 
within 90 days after February 7, 1942 (the effective date of section 7 (c) 
amended), and comply with the Commission’s regulations as to form and 
content ; 
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The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to United Gas Pipe Line Company authorizing the continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transporta- 
tion and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as appilcant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 


Baltic Operating Company 
(Docket No. G—261) 
November 10, 1942 


Upon consideration of the application filed by Baltic Operating Company on 
April 24, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged; and 

It appearing to the Commission that: 

(a) Baltic Operating Company (hereinafter referred to as “applicant”) is 
engaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption by means of two natural gas transmission pipe lines, one extending 
for 21,342 feet from a point in Ottawa County, Oklahoma, northward to and 
across the Oklahoma-Kansas State Line and to a point in Cherokee County, 
Kansas, where it connects with the pipe line of the Baxter Springs Gas Company, 
the other extending for 21,120 feet from a point in Alfalfa County, Oklahoma, 
northward to and across the Oklahoma-Kansas State Line and to a point in 
Barber County, Kansas, where it connects with the pipe lines of United Gas 
Service Company ; 

(b) Notice of the application has been duly served upon all interested 
parties, in accordance with the Commission’s regulations, and published in 
Volume 7, Federal Register, page 4004, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 






















APPENDIX—ORDERS 


(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and has 
so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Baltic Operating Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, for the transportation 
and sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant 
or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisons of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Durango Natural Gas Company 
(Docket No. G-354) 
November 10, 1942 


Upon consideration of the application filed by Durango Natural Gas Company 
on May 8, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which the 


company, on February 7, 1942, and subsequent thereto, has been bona fide engaged ; 
and 


It appearing to the Commission that: 

(a) Durango Natural Gas Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas in interstate commerce by means 
of its natural gas transmission pipe lines extending from a point in the Ute Field, 
New Mexico, 6.8 miles to and across the New Mexico-Colorado State Line; thence 
generally northward for 26.8 miles in the State of Colorado to the City limits of 
Durango, Colorado; with branch lines extending to the Fort Lewis School and to 
Arumas City in Colorado; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission's regulations, and published in Volume 7, 
Federal Register, page 4005, and no protest thereto has been received; 
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The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas, subject to the jurisdiction of this Commission, over the routes 
described in its application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies with 
the Commission's regulations as to form and content; 

The Commission, therefore, orders that: 

{A) A certificate of public convenience and necessity be and it hereby is 
issued to Durango Natural Gas Company authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transportation 
of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Pennsylvania Gas Company 
(Docket No. G-370) 


November 10, 1942 


Upon consideration of the application dated May 7, 1942, as supplemented, filed 
by Pennsylvania Gas Company, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a)-Pennsylvania Gas Company (hereinafter referred to as “applicant”) is 
engaged in the transportation of natural gas in interstate commerce by means of 
its natural gas pipe lines located in Blk, Forest, McKean, Warren and Brie 
Counties, Pennsylvania, and extending across the Pennsylvania-New York State 
line into Chautauqua County, New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4009, and no protest thereto has been received; 
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The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 3 

(2) On February 7, 1942, applicant was bona fide engaged in the transpor- 
tation of natural gas, subject to the jurisdiction of this Commission, over the 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
to Pennsylvania Gas Company authorizing the continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application, for the transportation of natural gas 
subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission ; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts or any other matters whatso- 
ever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed’ as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the op- 
erations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order directing tender to licensee of proposed amendment of license for acceptance ; 
or, in the alternative, a showing of cause why license should not be amended 


Minnesota Power & Light Company 
(Project No. 469) 
November 18, 1942 


It appearing to the Commission that: 

(a) A hydroelectric project now under license and designated on the records 
of the Commission as project No. 469, Minnesota, is located in the counties or 
St. Louis and Lake, State of Minnesota, partly in the Superior National Forest, 
and on the Kawishiwi River, a navigable water of the United States; 

(b) On or about November 1, 1923, Minnesota Power & Light Company 
acquired said project No. 469 and on January 11, 1924, filed an application, dated 
December 27, 1923, for a license covering the project ; 

(c) A license covering the project was issued on September 5, 1924, Article 16 
of which provides: “Article 16. The fair value, as of the date of issuance hereof, 
of the project or projects heretofore constructed, for which license is hereby 
issued, and as hereinbefore described, shall be determined as early as practicable 
in the manner prescribed in section 23 of the Act; and the licensee hereby agrees 
to accept for all purposes of this license, of any provisions of the Act, and of the 
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rules and regulations of the Commission pursuant thereto, the fair values so 
determined, whether reached by mutual agreement or by final adjudication by 
the courts, as the net investment of the licensee in such project as of said date” ; 

The Commission finds that: 

(1) Project No. 469 was constructed subsequent to June 10, 1920, the date on 
which the Federal Water Power Act was approved and became effective, and its 
construction was not under the authority of or pursuant to any permit or valid 
existing right of way granted prior to June 10, 1920; 

(2) The fair value provisions of the first paragraph of section 23 of the Federal 
Water Power Act and of section 23 (a) of the Federal Power Act are not ap- 
plicable to project No. 469 by reason of its construction without authority as 
recited in the next preceding paragraph ; 

(3) The provisions of Article 16 of the license for project No. 469 are null and 
void because they are in conflict with the applicable provisions of the Federal 
Power Act and were in conflict with the applicable provisions of the Federal Water 
Power Act, and Article 16 should be amended to read as hereinafter provided; 

(4) The net investment in this project must be determined upon the basis of 
actual legitimate original cost rather than upon the basis of fair value; and 

It is ordered that: 

(A) There be tendered forthwith to licensee a proposed amendment of Article 
16 of the license for project No. 469 in the following language: 

“Article 16. The actual legitimate original cost of the project, and of any 
additions thereto or betterments thereof, shall be determined by the Commission 
in accordance with the Act and the Commission’s Rules and Regulations” for 
acceptance by it within 30 days after the receipt hereof; or, 

(B) In the alternative, that said licensee show cause in writing under oath 


filed with the Commission within 30 days after receipt of a copy of this order 
why said license should not be amended as proposed in paragraph (A) above. 


Order fiving date for hearing and suspending supplemental rate schedule 
Independent Natural Gas Company 
(Docket No. G-433) 
November 24, 1942 


It appearing to the Commission that: 

(a) Independent Natural Gas Company has on file a rate schedule designated 
in the files of the Commission as Independent Natural Gas Company rate sched- 
ule FPC No. 2 and Exhibit A thereto, providing for the sale of natural gas to 
Arkansas Louisiana Gas Company for resale for ultimate public consumption ; 

(b) On October 26, 1942, Independent Natural Gas Company filed with the 
Commission a rate schedule designated supplement No. 1 to Independent Natural 
Gas Company rate schedule FPC No. 2, providing for increased rates or charges 
for the sale of natural gas to Arkansas Louisiana Gas Company ; 

(c) Unless suspended by order of the Commission, supplement No. 1 to Inde- 
pendent Natural Gas Company rate schedule FPC No. 2 will become effective as 
of November 26, 1942, pursuant to the provisions of the Natural Gas Act and the 
Provisional Rules of Practice and Regulations thereunder ; 

(d) In purported justification of the proposed increased rates or charges, In- 
dependent Natural Gas Company stated that it must make a substantial addi- 
tional investment and will incur additional expense in order to supply the in- 
creased volumes of natural gas provided for in the aforesaid supplemental rate 
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schedule, and it was further stated that Independent Natural Gas Company must 
pay increased amounts to Phillips Petroleum Company for the purchase of the 
natural gas which it sells to Arkansas Louisiana Gas Company ; 

(e) Independent Natural Gas Company is a subsidiary of and is controlled by 
Phillips Petroleum Company ; 

(f) The schedule of increased rates or charges contained in supplement No. 1 
to Independent Natural Gas Company rate schedule FPC No. 2 may result in 
excessive rates or charges to Arkansas Louisiana Gas Company or place an undue 
burden upon ultimate consumers of natural gas; and the proposed increased rates 
or charges have not been shown to be justified ; 

The Commission finds that: 

It is necessary, desirable and in the public interest that the Commission enter 
upon a hearing concerning the lawfulness of the proposed increased rates or 
charges and that said proposed increased rates or charges be suspended pending 
such hearing and decision thereon ; 

The Commission, upon its own motion, orders that: 

(A) A public hearing be held on January 12, 1943, at 9:45 a. m. in the Hear- 
ing Room of the Federal Power Commission, 1800 Pennsylvania Avenue, N. W., 
Washington, D. C., concerning the lawfulness of the rates or charges, subject 
to the jurisdiction of the Commission, contained in supplement No. 1 to Inde- 
pendent Natural Gas Company rate schedule FPC No. 2 for the sale of natural 
gas to Arkansas Louisiana Gas Company for resale for ultimate public con- 
sumption ; 

(B) Pending such hearing and decision thereon, suplement No. 1 to Independ- 
ent Natural Gas Company rate schedule FPC No. 2, in so far as it provides for 
increased rates or charges other than for the sale of natural gas for resale for 
industrial use only, be and it hereby is suspended until April 26, 1943, or until 
such time thereafter as such increased rates or charges shall be made effective 
in the manner prescribed by the Natural Gas Act; 

(C) During the period of suspension, the rates or charges collected and re- 
ceived by Independent Natural Gas Company from Arkansas Louisiana Gas 
Company, as provided in Independent Natural Gas Company rate schedule FPC 
No. 2 and Exhibit A thereto, except in so far as they may be for the sale of natural 
gas for resale for industrial use only, shall remain and continue in full force 
and effect; 

(D) At the hearing, the burden of proof to show that the proposed increased 
rates or charges are just and reasonable shall be upon the Independent Natural 
Gas Company ; 

(E) Interested State commissions may participate in said hearing as provided 
in section 67.4 of the Provisional Rules of Practice and Regulations under the 
Natural Gas Act. 


Order requiring temporary reestablishment of interconnection of facilities and 
interchange of electric energy 
The Connecticut Light and Power Company and City of Norwich, Connecticut 
(Docket No. IT-5808) 


November 28, 1942 






The United States being engaged in a state of war declared to exist by the 


Joint Resolutions of the Congress approved December 8 and 11, 1941, and June 
3, 1942; and 
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The Federal Power Commission having previously undertaken, pursuant to 
the President’s directive of June 14, 1940, certain responsibilities to provide an 
adequate supply of electric energy in the areas in which it is most needed; and 

It appearing to the Commission that: 

(a) The unusual requirements occasioned by the present state of war are 
causing an increase in demands for electric energy, limitations on the supply 
and transportation of fuel for electric generating plants, restrictions on the 
construction and installation of additional electric generating and transmission 
facilities, and an emergency in the maintenance of an adequate supply of electric 
energy essential to the war effort, necessitating the interconnection of electric 
facilities, particularly in the areas served by The Connecticut Light and Power 
Company, interconnected systems, and the electric-utility system of the City of 
Norwich, Conecticut ; 

(b) The Connecticut Light and Power Company operates eight hydroelectric 
stations and two coal-burning steam-electric stations and has recently arranged 
for certain connections with other electric utility systems to assist in meeting 
the electric requirements of the area (dockets Nos, IT-5793 and IT-5796) ; and 
the City.of Norwich, Connecticut, operates two small hydroelectric stations and 
one oil-burning steam-electric station ; 

(c) Prior to November 18, 1941, The Connecticut Light and Power Company 
and the electric-utility system of the City of Norwich, Connecticut, were inter- 
connected by means of a 22-kilovolt single circuit, wood pole transmission line 
approximately threé miles in length between the Tunnel hydroelectric station 
of the company and the Greenville steam-electric station of the city, together 
with the necessary transformers, switching, and other equipment therefor. This 
interconnection was served by the company on November 18, 1941, by the 
removal of jumpers on one pole of the line; 

(d) The reestablishment of the former interconnection of The Cunnecticut 
Light and Power Company with the electric-utility system of the City of Nor- 
wich, Connecticut, and their interchange of electric energy will permit the 
sharing of reserve generating capacity, greater utilization of available hydro- 
electric energy, savings in the use of fuel oil and coal for the generation of 
electric energy, and a corresponding reduction in the use of transportation 
facilities in the area served by the electric-utility system of the city, the company, 
and interconnected systems ; 

(e) The Director of the Office of Defense Transportation has advised the 
Commission that interconnections of electric facilities which will conserve the 
use of transportation facilities for fuel, either by reduction in the length of haul 
or amount of fuel used, will assist in the war program; 

(f) The interconnection and interchange hereinafter provided have been 
cleared with the Power Division of the War Production Board, pursuant to the 
agreement of April 24, 1942, coordinating the activities of the Commission and 
the Board. 

The Commission, upon consideration of the foregoing and the necessity of 
alleviating such emergency, finds that: 

The temporary reestablishment of the former interconnection of facilities by 
The Connecticut Light and Power Company and the interchange of electric energy 
with the City of Norwich, Connecticut, as hereinafter provided, will best meet 
the aforesaid emergency, aid in the prosecution of the war, and serve the public 
interest. 


Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act, the Commission orders that: 

(A) The Connecticut Light and Power Company reestablish, and during the 
period of the aforesaid emergency and for 90 days after the cessation of hos- 
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tilities, maintain and with the City of Norwich, Connecticut, operate the former 
interconnection between the Tunnel hydroelectric station of the company and 
the Greenville steam-electric siation of the city, together with the necessary 
switching, metering, and other equipment therefor; 

(B) The Connecticut Light and Power Company and the City of Norwich, 
Connecticut, interchange, within their respective capabilities, such electrie energy 
as may be necessary to relieve the aforesaid emergency ; 

(C) To the extent the electric energy to be interchanged pursuant to paragraph 
(B) above cannot be provided from its own facilities, The Connecticut Light 
and Power Company receive electric energy from such other sources as may be 
available to it and transmit and deliver the same to the electric utility system 
of the City of Norwich, Connecticut; 

(D) The acts to be done pursuant to this order shall be initiated immediately 
and carried forward without delay, and in no event shall they be delayed pend- 
ing determination of the terms or conditions of any agreement between the 
parties affected. In the event that such parties fail to agree upon the terms 
or conditions of any agreement which may be necessary or appropriate to the 
execution of this order, the Commission will, by supplemental order, prescribe 
such conditions as it finds to be just and reasonable, including the compensation 
or reimbursement which shall be paid to or by any such party ; 

(EB) The Connecticut Light and Power Company file with the Commission 
within 21 days after the date of this order, a statement of all arrangements 
necessary for the reestablishment of the aforesaid interconnection; and within 
10 days after the interconnection is established and the interchange commenced 
with the electric utility system of the City of Norwich, Connecticut, the company 
and the city file a report of all arrangements made or entered therefor, as well 
as such other or special reports as the Commission may from time to time 
require. : 


Order to show cause 
Sioux City Gas and Electric Company 
(Docket No. IT-5809) 
December 2, 1942 


It appearing to the Commission that: 

(a) On July 31, 1939, Sioux City Gas and Electric Company, hereinafter re- 
ferred to as “Sioux City,” submitted proposed reclassification and original cost 
studies required by electric plant accounts instruction 2-D of the Cemmission’s 
Uniform System of Accounts prescribed for public utilities and licensees, effec- 
tive January 1, 1937, and the Commission’s order of May 11, 1937, pertaining 
thereto ; 

(b) The Commission’s staff has made a field study of Sioux City’s proposed 
reclassification and original cost studies and has submitted to the Commission 
a report entitled “Sioux City Gas and Electric Company, Sioux City, Iowa, Re- 
port on the Reclassification and Original Cost Studies of Electric Plant as at 
January 1, 1937”; which report was modified by a letter to Sioux City dated 
June 4, 1942, and signed by the Chief of the Commission’s Bureau of Accounts, 
Finance and Rates; 

(c) The Commission’s staff report was transmitted to Sioux City on June 23, 
1941, with a request that the accounting adjustments in the report be made; 
that copies of the adjusting journal entries be submitted; that plans be sub- 





872 FEDERAL POWER COMMISSION 


mitted for disposing of certain amounts estabished by the staff in Account 100.5, 
electric plant acquisition adjustments, Account 107, electric plant adjustments, 
and common utility plant adjustments within Account 108, other utility plant; 
and that Sioux City indicate its agreement or disagreement with the recom- 
mendations of the staff respecting the disposition of certain other amounts 
established in Account 107, electric plant adjustments, and common utility plant 
adjustments within Account 108, other utility plant; 

(d) Agreement has not been reached between Sioux City and the Commis- 
sions staff with respect to the accounting adjustments indicated in the Commis- 
sion’s staff report as modified ; 

The Commission finds that: 

(1) Sioux City’s proposed reclassification and original cost studies and the 
information submitted subsequently do not justify or explain its failure te adjust 
its accounts in accordance with the adjustments recommended in the Commission’s 
staff report, as modified, referred to in paragraph (b) hereof; 

(2) Sioux City’s proposed treatment of the amounts established in Account 
100.5, electric plant acquisition adjustments, Account 107, electric plant ad- 
justments, and common utility plant adjustments within Account 108, other 
utility plant, in the Commission’s staff report, as modified, referred to in para- 
graph (b) hereof, does not appear to constitute a complete and proper plan 
for the disposition of the amounts established in the above-mentioned accounts ; 

(3) It is advisable, necessary, and proper in the public interest that Sioux 
City be required to show cause, under oath, why this Commission should not order 
(a) adjustment of Sioux City’s accounts in conformity with the recommenda- 
tions made in the report, as modified, referred to in paragraph (b) hereof, and 
(b) disposition of the amounts established in Account 100.5, electric plant ac- 
quisition adjustments, Account 107, electric plant adjustments, and common 
utility plant adjustments within Account 108, other utility plant, in accordance 


with correct principles of accounting and the Commission’s Uniform System of 
Accounts ; 


The Commission orders that: 

Sioux City Gas and Electric Company show cause, under oath, on or before 
January 4, 1948, why the Commission should not determine by order that: 

(A) Adjusting entries be made to bring Sioux City’s accounts into conformity 
with the recommendations made by the Commission’s staff in the report, as 
modified, referred to in paragraph (0) hereof; 

(B) Disposition be made of the amounts established in Account 100.5, electric 
plant acquisition adjustments, Account 107, electric plant adjustments, and com- 
mon utility plant adjustments within Account 108, other utility plant, in the 
Commission’s staff report, as modified, referred to in paragraph (b) hereof; 

(C) SiouX City’s response to this order shall be in the form of an offer of 
proof and shall set forth with particularity the facts upon which it relies, 


Order amending order requiring temporary interconnection of facilities and 
interchange of electric energy 


Florida Power and Light Company and Clay Electric Cooperative Association, 
we 


(Docket No. IT-5783) 
December 2, 1942 


Upon consideration of the joint request filed July 6, 1942, later supplemented 
by Florida Power and Light Company and Clay Electric Cooperative Association, 
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Inc., for amendment of the Commission order of May 21, 1942, in this matter, 
to change the point of interconnection of their respective facilities from Starke, 
Bradford County, to Keystone Heights, Clay County, Florida, and other pertinent 
material in the Commission records and files; and 

It appearing to the Commission that: 

(a) The rapid increase of war loads in the area has already made inadequate 
the interconnection ordered at Starke and requires an interconnection of greater 
capacity between the facilities of Florida Power and Light Company and Clay 
Electric Cooperative Association, Inc. ; 

(bo) A direct interconnection between the facilities of Florida Power and 
Light Company and Clay Electric Cooperative Association, Inc., at Keystone 
Heights will better effectuate the purposes of the aforesaid order of May 21, 
1942; 

(c) Such interconnection as hereinafter provided has been cleared with the 
Power Division of the War Production Board, pursuant to the agreement of April 
24, 1942, coordinating the activities of the Commission and the Board; 

The Commission finds that: 

It is necessary and appropriate, under section 202 (c) of the Federal Power 
Act, that the Commission’s aforesaid order of May 21, 1942, be amended as 
hereinafter provided; and 


The Commission orders that: 

Paragraph (B) of the Commission order of May 21, 1942, in this matter be 
amended to read: 

“Florida Power and Light Company provide and install the necessary facilities 
for tapping its 66-kilovolt transmission line at a convenient point near Keystone 
Heights, Clay County, Florida, the necessary transmission circuit from that point 
to an agreed point near Keystone Heights, and the necessary metering equipment 
at the Keystone Heights substation of Clay Electric Cooperative Association, Ine: 
to provide for the interconnection of the two systems; and Clay Electric Co- 
operative Association, Inc., provide and install at the agreed point of intercon- 
nection a transformer bank and the necessary switching equipment for the inter- 
connection of the facilities of the two systems ;” 


Order issuing temporary certificate of public convenience and necessity 
Clark Jividen, Trustee 
(Docket No. G—436) 
December 2, 1942 


Upon consideration of the application filed on October 8, 1942, by Clark Jividen, 
Trustee, through his attorney, Chalmers M. Parker, as supplemented by letter of 
October 23, 1942, for a temporary certificate of public convenience and necessity, 
authorizing the proposed acquisition, construction and operation of the facilities 
hereinafter described, and upon consideration of the information submitted by 
the Public Service Commission of West Virginia on November 23, 1942, and the 
request contained in its letter of November 12, 1942, that such a temporary cer- 
tificate be issued by this Commission ; and 

It appearing to the Commission that: 

(a) A shortage of gas exists in Mason City, Mason County, West Virginia, 
caused by the influx of war workers from a nearby Army ordnance plant and the 


absence of an additional supply of gas in the immediate vicinity to augment the 
existing supply ; 
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(b) Applicant is an individual acting as trustee for himself, and for Charles 
Ebersbach, A. K. Hutchins, Dr. John Philson, Glenn Simpson, O. Watson, Harry 
Clelland and Roy Proffitt ; 

(c) Applicant seeks a temporary certificate of public convenience and neces- 
sity, pursuant to section 7 (c) of the Natural Gas Act, as amended, authorizing 
his acquisition of the property of The Home Utilities Company including facili- 
ties used to serve Minersville, Syracuse and adjacent territory in Meigs County, 
Ohio, with natural gas; to construct a two inch pipe line, approximately one 
mile in length, extending from the West Virginia terminus of an existing pipe 
line, crossing the Ohio River between Syracuse, Ohio, and New Haven, West Vir- 
ginia, to connect with existing distribution facilities in Hartford, Mason County, 
West Virginia; and to operate the aforesaid facilities, including the river cross- 
ing and a line to transport natural gas from the point of delivery near Racine, 
Ohio, to the existing facilities in Syracuse, Ohio; 

(d) The facilities described in paragraph (c) above are ‘to be used for the 
transportation of natural gas from the vicinity of Racine, Ohio, to Hartford, 
West Virginia, where it will enter distribution facilities interconnected with 
those in Mason City, thereby alleviating the shortage of gas in Mason City, and 
for other purposes ; 

(e) By order of October 20, 1942, the Public Utilities Commission of Ohio 
authorized applicant to acquire the facilities of The Home Utilities Company, 
which order is to become effective upon the procurement of such consent as may 
be necessary therefor from the Federal Power Commission ; 

(f) By telegram of October 15, 1942, the Public Service Commission of West 
Virginia authorized applicant to acquire the stock of Interstate Utilities Com- 
pany, which company distributes gas in Clifton and Mason City, West Virginia ; 

(g) Applicant has on hand the materials required to construct the aforesaid 
two inch line from New Haven to Hartford in Mason County, West Virginia; 

(h) Applicant proposes to transport natural gas from Ohio to West Virginia, 
only until such time as he is able to obtain a supply of natural gas in West Vir- 
ginia by drilling wells therefor; 

The Commission finds that: 

(1) Upon the acquisition and the completion of the proposed construction of 
the facilities described in paragraph (c) above, applicant proposes to engage in 
the transportation of natural gas, subject to the jurisdiction of the Commission, 
end will thereupon become a natural-gas company within the meaning of the 
Natural Gas Act; 

(2) By reason of the emergency existing in Mason City, West Virginia, the 
public interest requires the issuance of a temporary certificate of public con- 
venience and necessity authorizing applicant to acquire, construct and operate 
the facilities described in paragraph (c) above in order to serve particular cus- 
tomers, pending the Commission’s determination of an application for a certifi- 
cate of public convenience and necessity hereinafter required to be filed; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and it hereby is 
issued authorizing the applicant to acquire, construct and operate the facilities 
described in paragraph (c) above, subject to the jurisdiction of the Commission, 
upon the following express terms and conditions: 

(i) The construction of the proposed facilities shall be commenced within 30 
days of the entry of this order and shall be completed and service put into effect 
as soon thereafter as possible, and the Commission shall be advised of the com- 


mencement of service within 5 days thereafter by a statement in writing, under 
oath ; 
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(ii) Applicant shall file a formal application with the Commission for a cer- 
tificate of public convenience and necessity in the form and manner prescribed 
by section 57.5 through section 57.9 of the amended Provisional Rules of Practice 
and Regulations under the Natural Gas Act, with Approved Forms; 

(iii) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, ac- 
counts or any other matters whatsoever that may come before the Commission 
with respect to applicant or its facilities, or any proceeding relating thereto, and 
nothing contained herein shall be construed as an acquiescence by the Commis- 
sion in any estimate or determination of cost, or any valuation of property claimed 
or asserted by the applicant, nor shall it be considered as a determination of 
service area under section 7 (f) of the Natural Gas Act, as amended ; 

(iv) Nothing contained herein shall be construed as relieving applicant from 
compliance with the rules and regulations of the War Production Board requiring 
its authority to use critical materials ; 

(v) In the event of failure of applicant to comply with any of the terms and 
conditions contained herein, or upon determination by the Commission of the 
application for a certificate herein required to be filed, this temporary certificate 
shall cease to have any force or effect. 


Order issuing temporary certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 
(Docket No. G-429) 
December 5, 1942 


Upon consideration of the application for a certificate of public convenience and 
necessity filed by Consolidated Gas Utilities Corporation on November 17, 1942, to 
authorize the construction, installation and operation of the facilities herein- 
after described, and other material in the Commission’s records and files pertain- 
ing to the applicant; and 

It appearing to the Commission that: 

(a) Applicant transports natural gas from Texas into and through Oklahoma 
to Kansas and among other things sells such natural gas for resale for ultimate 
public consumption in Oklahoma and Kansas for domestic, commercial and indus- 
trial use; 

(b) Applicant seeks a temporary certificate of public convenience and necessity, 
pursuant to section 7 (c) of the Natural Gas Act, as amended, authorizing appli- 
sant to construct, install, and operate the following described facilities for the 
purpose of serving a United States Navy Air Base: 

A pipe line approximately 1714 miles in length extending from a point on the 
applicant’s existing pipe line in Custer County, Oklahoma, to the point and 
customer named in the application, to be constructed of 6-inch pipe together with 
valves, regulators, meters, and other equipment and appurtenances necessary 
for the operation of the line, and for the furnishing of gas service; 

(c) On November 21, 1942, applicant filed a petition with the War Production 
Board for a project preference rating for the pipe and other materials to construct 
the line described in paragraph (b) above, and the Commission is advised that 
such preference rating has been granted ; 
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The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial, or other use 
and is a natural-gas company within the meaning of the Natural Gas Act; 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity 
authorizing the applicant ‘to construct, install, and operate the facilities described 
in paragraph (b) above; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and it hereby 
is issued for a period of five years or for the duration of the national emergency, 
whichever is longer, authorizing the applicant to construct, install, and operate 
the facilities described in paragraph (b) above, and as shown in the application, 
upon the following express terms and conditions: 

(i) The construction and installation of the facilities hereby authorized shall 
be commenced on or before December 15, 1942, and completed on or before Janu- 
ary 15, 1943, unless, pursuant to application filed prior to said dates, the Commis- 
sion by order extends the time for commencement or completion of construction 
and installation of any or all of such facilities ; 

(ii) Applicant shall submit a statement to the Commission, under oath, on 
January 2, 1943, and February 1, 1943, setting forth fully the status of the con- 
struction and installation of the facilities covered by this authorization ; 

(iii) Applicant shall report in writing to the Commission, under oath, the 
completion date of the unit above described, together with the date that the same 
is put into service; ; 

(iv) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts, or any other matters whatsoever in any proceeding now pending before 
the Commission or that may come before the Commission with respect to said 
applicant, or the facilities herein authorized to be constructed and installed, and 
nothing herein shall be construed as an acquiescence by the Commission in any 
estimate or determination of cost, or any valuation of property claimed or asserted 
by the applicant, nor shall it be considered as a determination of service area 
under section 7 (f) of the Natural Gas Act, as amended; , 

(v) Upon failure of the applicant to comply with any of the terms and condi- 
tions herein, this temporary certificate shall cease to have any force or effect. 


Order terminating proceeding 


Public Service Commission of Indiana v. Panhandle Eastern Pipe Line Company, 


Michigan Gas Transmission Corporation, and Northern Imdiana Public Service 
Company 


(Docket No. G-217) 
December 10, 1942 


It appearing to the Commission that: 

(a) On September 29, 1941, the Public Service Commission of Indiana (herein- 
after referred to as the State Commission) filed a petition requesting a hearing 
concerning certain alleged unjust, unreasonable, unduly discriminatory and prefer- 
ential rates, charges, practices, and contracts then in force and effect between 
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Panhandle Eastern Pipe Line Company and Michigan Gas Transmission Corpora- 
tion, and between Michigan Gas Transmission Corporation and Northern Indiana 
Public Service Company ; o 

(b) By order of this Commission, entered January 22, 1942, the State Commis- 
sion was permitted to file an amendment to its original petition, in which amend- 
ment section 5, article II of Michigan Gas Transmission Corporation’s rate schedule 
FPC No. 11 was alleged specifically to be unfair, unjust, capricious, arbitrary and 
discriminatory ; 

(c) Subsequent to a hearing held in this matter on February 12, 1942, at Fort 
Wayne, Indiana, Michigan Gas Transmission Corporation filed, on March 26, 
1942, a supplement No. 5 to its rate schedule FPC No. 11, providing for the 
amendment to said schedule FPC No. 11 by striking out the phrase “in Indiana” 
contained therein ; 

(d) On April 16, 1942, the State Commission filed a motion to dismiss, stating 
therein that it “now has all the relief and remedy which could be accomplished by 
further litigation of this cause,” and praying “that its complaint and amendment 
herein and this cause be dismissed.” 

Therefore, the Commission orders that: 

(A) The motion to dismiss filed by the Public Service Commission of Indiana 
in this matter be and the same is hereby granted, and this proceeding is 
terminated ; 

(B) This order shall not be construed as affecting in any manner the merits of 
the proceeding entitled Panhandle Bastern Pipe Line Company, et al., v. Federal 
Power Commission, et al., No. 12466, now pending in the United States Circuit 
Court of Appeals for the Eighth Circuit, and is without prejudice’to any firidings 
or orders which may be made by the Commission in any proceeding naw ‘pending 
or hereinafter instituted by or against Panhandle Eastern Pipe Line Company, 
Michigan Gas Transmission Corporation, or Northern Indiana Public: Service 
Company. 


Order issuing certificate of public convenience and necessity 
New York State Natural Gas Corporation and Keuka Construction Corporation 
(Docket Nos. G-430, G-431) 
December 16, 1942 


Upon consideration of the application of New York State Natural Gas Corpo- 
ration filed November 19, 1942, for a certificate of public convenience and neces- 
sity, authorizing its acquisition and operation of the property of the Keuka Con- 
struction Corporation, and the application of the latter for authority to transfer 
to the former its certificate of public convenience and necessity ; and 

It appearing to the Commission that: 

(a) The applicants are engaged in the transportation of natural gas in inter- 
state commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption ; 

(b) By orders dated October 27, 1942, certificates of public convenience and 
necessity were issued to the applicants pursuant to section 7 (c) of the Natural 
Gas Act, as amended ; 

(c) In accordance with an agreement entered into by the applicants on Novem- 
ber 16, 1942, it is proposed to transfer to New York State Natural Gas Corporation 
the facilities of Keuka Construction Corporation including 552 feet of pipe line, 
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a regulator house, meter house and regulating and measuring equipment located 
at Auburn, Cayuga County, New York, which are used for the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and to transfer the contract under 
which Keuka Construction Corporation sells natural gas to New York State Elec. 
tric and Gas Corporation for resale for ultimate public consumption ; 

(d) Upon the consummation of the transfer of facilities, the Keuka Construc- 
tion Corporation will be dissolved and the operations and service continued by 
New York State Natural Gas Corporation without interruption ; 

(e) The dissolution of Keuka Construction Corporation will eliminate the 
necessity of keeping books and records for that company as well as the necessity 
for the preparation and filing of reports required by various governmental agencies 
thereby resulting in a saving of manpower ; 

(f) Notice of the applications has been given to the New York Public Service 
Commission and the Pennsylvania Public Utility Commission and the Governors 
of each of those States, and no protest thereto has been received ; 

The Commission finds that: 

(1) The applicants are natural-gas companies within the meaning of the 
Natural Gas Act; 

(2) The facilities of the Keuka Construction Corporation are used for the trans- 
portation and sale of natural gas subject to the jurisdiction of the Commission ; 

(3) The proposed acquisition of the facilities of the Keuka Construction Cor- 
poration by the New York State Natural Gas Corporation is and will be required 
by the present and future public convenience and necessity ; 

(4) New York State Natural Gas Corporation is able and willing properly to do 
the acts and to perform the service, heretofore performed by Keuka Construction 
Corporation, and to conform to the provisions of the Act and the requirements, 
rules, and regulations of the Commission thereunder ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
authorizing the New York State Natural Gas Corporation to acquire and operate 
the facilities of Keuka Construction Corporation, upon the terms and conditions 
set forth in the application of New York State Natural Gas Corporation; 

(B) The order of October 27, 1942, issuing a certificate of public convenience 
and necessity to Keuka Construction Corporation, be and it hereby is vacated ; 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission, or any other regulatory body, with respect to rates, services, accounts, 
valuation, estimates or determinations of costs or any other matter whatsoever 
now pending or which may come before this Commission, or such other regulatory 
body and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(D) The accounting entries to record this transaction upon the books of the 
New York State Natural Gas Corporation shall be made in accordance with the 
Uniform System of Accounts prescribed for natural-gas companies ; 

(E) This authorization shall expire unless acted upon within 90 days after the 
entry of this order ; 

(F) The applicants shall report to the Commission, under oath. within ten (10) 
days after the consummation of the aforesaid transaction, the fact of such sale and 
acquisition ; and Keuka Construction Corporation shall return to the Commis- 
sion for cancellation its evidence of the issue of a certificate of public convenience 
and necessity. 
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Order approving easement 
The Washington Water Power Company 
(Project No. 637) 
December 22, 1942 


Upon application filed December 14, 1942, by The Washington Water Power 
Company, licensee for project No. 687, for Commission approval of an agree- 
ment entered into on October 6, 1942, concerning an easement across certain 
lands within the project boundary for the location of an intake pipe and pump 
house to be owned by the City of Chelan, Washington; and 

It appearing that: 

Under the terms of the proposed agreement, the licensee grants to the City 
of Chelan the perpetual right, privilege, and easement to maintain, operate, 
inspect, repair, and replace a-pump house approximately 15.5 feet by 14.5 feet 
in size, for use in pumping water from Lake Chelan into the water distribution 
system and reservoir of the City of Chelan, together with an intake pipe ex- 
tending from said pump house over and across part of the project area; 

The Commission, having considered the application, the agreement, and the 
project record, finds that: 

Approval by the Commission of the agreement will be appropriate and consistent 
with the public interest ; and 

It is ordered that: 

The aforesaid agreement be and it hereby is approved. 


Order requiring disposition of amounts established in Account 107, electric plant 


adjustments, and submission of revised reclassification of accounts and original 
cost studies 


Carolina Power & Light Company 
(Docket No. IT-5701) 
December 29, 1942 


It appearing to the Commission that: 

(a) On March 29, 1940, Carolina Power & Light Company (hereinafter referred 
to as “Carolina’’) filed its purported reclassification of accounts and original 
cost studies in accordance with the requirements of electric plant accounts 
instruction 2—D of the Uniform System of Accounts prescribed for public utilities 
and licensees, effective January 1, 1937, and the Commission’s order of May 11, 
1937, pertaining thereto; 

(b) The staff of the Federal Power Commission thereafter made a field exami- 
nation of Carolina’s reclassification and original cost studies, and as a result of 
Such examination submitted a report to the Commission entitled “Carolina 
Power & Light Company, Raleigh, North Carolina, Report on the Reclassification 
of Accounts and Original Cost Studies of Blectric Plant as at January 1, 1987”; 

(c) In the report, the staff established an amount of $23,920,8621 in Account 
107 as the minimum amount of write-ups in Carolina's plant account and recom- 


1 This amount was subsequently modified during the hearing to $23,623,538. 
582251—44—-vol. 3——__56 
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mended that Carolina be required to classify such amount in Account 107 and 
submit plans for the disposition thereof; 

(d) The staff further stated in its report that Carolina had failed in many 
respects to comply with the requirements of the Commission’s system of ac- 
counts and its order of May 11, 1937, and recommended that Carolina be re- 
quired to prepare revised reclassification of accounts and original cost studies 
of $67,178,846* representing the balance of its recorded or book cost of electric 
plant except for construction work in progress, in compliance with the require- 
ments of the system of accounts and the order of May 11, 1937; 

(e) The staff report was thereafter served on Carolina, together with an order 
to show cause, adopted June 24, 1941, requiring Carolina to show cause at a 
public hearing, inter alia, why the Commission should not by order require Caro- 
lina (1) to classify in Account 107 the amount established therein by the staff, 
(2) to dispose of such amount in accordance with the evidence adduced at the 
hearing, and (3) to prepare and submit revised reclassification of accounts and 
original cost studies in compliance with the requirements of the Commission’s 
system of accounts and its order of May 11, 1987; 

(f) By order of the Commission, National Power & Light Company, Carolina’s 
parent, was permitted to intervene in the proceedings; 

(g), Extended hearings were held at which over 300 exhibits were introduced 
in evidence and 9,503 pages of testimony were taken; 

(h) Subsequent to the close of the hearing, and after briefs had been filed, 
Carolina requested a conference with the staff of the Commission ; 

(i) As a result of such conference and subsequent conferences, Carolina filed a 
statement on December 23, 1942, wherein it has agreed to classify an amount of 
$20,765,833 in Account 107; to dispose of such amount in the manner described 
below, and to prepare and submit revised reclassification of accounts and original 
cost studies of the balance of its plant account in accordance with the require- 
ments of the Commission’s system of accounts and the order of May 11, 1937; 
all in accordance with the contentions of the staff of the Commission at the hearing 
and in its briefs; d 

(j) The difference between $23,623,538, established by the staff of the Com- 
mission in Account 107, and $20,765,833 the amount herein disposed of, is $2,857,705 
and consists of $1,391,964, claimed by Carolina to represent an excessive write-off 
of plant account in connection with the sale of gas and other properties, and 
$1,465,741, claimed by Carolina as a part of the original cost of the Rockingham 
hydro project; 

(k) With respect to the $2,857,705 Carolina requests a further opportunity to 
restudy such amounts and to submit additional data to support its claims; 

Upon consideration of the previous orders in this proceeding, the evidence 
adduced of record, the briefs, other documents filed, and the statement submitted 
by Carolina to this Commission on December 23, 1942, the Commission finds that: 

(1) Carolina owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and is, therefore a “public 
utility” within the meaning of that term as used in the Federal Power Act, subject 
to the jurisdiction of the Commission ; 

(2) All of Carolina’s predecessors at all periods of time involved in this case, 
were controlled, directly or indirectly by Electric Bond & Share Company and 
Carolina was, and still is, controlled by Electric Bond & Share Company through 
National Power & Light Company ; 

(3) The amount of $20,765,833 represents the minimum amount of write-ups 
in Carolina’s plant account includible in Account 107, electric plant adjustments ; 


2 This amount was subsequently adjusted to $67,476,170. 
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(4) These write-ups, which have no place in the accounts of the company, were 
inserted in Carolina’s plant account at the direction of Electric Bond & Share 
Company, through the use of dummy intermediaries, paper corporations, trans- 
actions between associated companies, borrowing and shuffling of securities, 
mergers and consolidations, paper loans and paper sales of properties, and mere 
formal stipulated considerations ; 

(5) The following plan of disposition proposed by Carolina, which corresponds 
to the recommendations of the Commission’s staff at the hearing, is in accordance 
with sound principles of accounting and the Commission’s Uniform System of 
Accounts: 





(i) Charge Account 140, Unamortized debt discount and expense, 

with amount of discount and expemse applicable to bonds 

Sei Gierasch een $1, 457, 117 
(ii) Charge Account 200, Common capital stock, with amount to 

adjust for accounting error made in opening entry at organ- 

Seep can hi TO inet athe mathintelsigsblentibaieanibow 660, 278 
(iii) Charge to Account 270, Capital surplus, created through the sur- 

render by National Power & Light Company of 1,442,609 

shares of Carolina’s common stock_....-.--.____-____--____ 13, 643, 100 
(iv) Charge to Account 271, Earned surplus, amount representing 

balance at January 1, 1942, after providing for certain 
reserves 





* Since Carolina has already transferred these amounts to Accounts 140 and 200, no 
further entries will be necessary. 


(6) It is appropriate to allow Carolina to restudy the amount of $2,857,705 for 
the purpose of submitting additional data respecting its claims as referred to in 
paragraph (j) hereof; 

(7) Since Carolina, in preparing its reclassification of accounts and original 
cost studies, did not base its studies upon proper analysis of available records 
nor set up and maintain accounting controls as required by the Commission’s 
system of accounts and its order of May 11, 1937, but instead determined an 
estimated original cost by use of invalid, improper and unsupportable theories 
and assumptions, among other things re-accounting for general and administra- 
tive expenses and for interest during construction contrary to the requirements 
of the system of accounts, it will be necessary for Carolina to prepare and resub- 
mit revised studies of the $70,333,875, representing the balance of its recorded 
or book cost of electric plant as of January 1, 1937, including the $2,857,705 
referred to in paragraph (6) hereof but excluding construction work in progress; 

The Commission orders that: 

(A) Carolina classify the amount of $20,765,833 in Account 107, electric plant 
adjustments, and dispose of such amount as described in paragraph (5) hereof: 

(B) Carolina transfer from Account 107 to Account 100.6, electric plant in 
process of reclassification, $2,857,705 consisting of $1,391,964, claimed by Carolina 
as an excessive write-off of plant account in connection with the sale of gas 
and other properties, and $1,465,741 claimed by Carolina as a part of the original 
cost of the Rockingham hydro project for the purpose of submitting additional 
data respecting such claims; 

(C) Carolina prepare revised reclassification of accounts and original cost 
studies With respect to an amount of $70,333,875 in conformity with the Commis- 
sions system of accounts and the order of May 11, 1937, and in the preparation 
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of such studies Carolina shall, among other. things, establish and maintain 
accounting controls; utilize all available records; and shall not reaccount for 
general and administrative expenses, interest during construction, or other 
proper expense charges ; 

(D) Carolina shall submit certified copies of the entries required by paragraph 
(A) of this order within sixty (60) drys from the date hereof; and shall submit 
to this Commission the revised reclassification of accounts and original cost 
studies of $70,333,875 required by paragraphs (B) and (C) hereof not later than 
January 1, 1944; provided that Carolina file with the Commission, on or before 
the 10th of each month during 1943, reports in duplicate showing in detail the 
progress made during the preceding month in the preparation of such studies; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility Hold- 
ing Company Act of 1°35 and the rules, regulations and orders issued by the 
Securities and Exchange Commission. 


Order approving disposition of amounts classified in Account 107, electric plant 
adjustments, and Account 108, other utility plant 


Louisiana Public Utilities Company, Inc. 
(Docket No. IT-5811) 
December 29, 1942 


It appearing to the Commission that: 

(a) Oa November 27, 1942, Louisiana Public Utilities Company, Inc. (herein- 
after referred to as “Louisiana”) filed its reclassification of accounts and 
original cost studies with this Commission as required by electric plant accounts 
instruction 2-D of the Uniform System of Accounts prescribed for public utilities 
and licensees, effective January 1, 1937, and the Commission’s order of May 
11, 1987. 

(b) The studies filed by Louisiana have not been subjected to a field exam- 
ination by the staff of the Commission: 

(c) By application dated December 24, 1942, Louisiana has requested the 
Commission to approve its proposed disposition of an amount of $1,261,656.33, 
of which amount $528,919.74’ is classified in Louisiana’s studies in Account 107, 
electric plant adjustments, and $732,736.59 in Account 108, other utility plant; 

(d) The above amounts represent the balances remaining in plant accounts 
from revaluations which were originally credited to reserve for depreciation 
and capital surplus; 

(e) Louisiana proposes to dispose of the $1,261,656.33 as follows: 

To Account 250, reserve for depreciation 


To Account 270, capital surplus 
To Account 271, earned surplus 


a An additional sum of $31,080.29 Fad been established in Account 107 by Louisiana, but 
this sum was disposed of by charges to Account 250, reserve for depreciation, prior to the 
date of the instant application. 


2 Amounts remaining in these accounts as the result of the revaluation referred to in 
paragraph (d). 
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(f) Louisiana has not submitted in its application any plan for the disposition 
of amounts in Account 100.5, electric plant acquisition adjustments, shown by 
its revised studies to be $322,776.19. 

The Commission finds that: a 

The proposed plan of disposition of the amount of $1,261,656.33, as described 
in paragraph (e) hereof is in accordance with the Commission's Uniform System 
of Accounts: 

The Commission orders that: 

(A) Louisiana record on its books the proposed reclassification entries as set 
forth in its studies filed November 27, 1942; 

(B) Louisiana dispose of the amount of $1,261,656.33 in accordance with the 
plan described in paragraph (e) hereof: 

(C) The approval of the disposition of the amount of $1,261,656.33 shall not 
be construed as an approval of Louisiana’s reclassification of accounts and 
original cost studies in any other respect and the Commission reserves the right 
to review Louisiana’s studies at any time in the future and to require Louisiana 
to make appropriate disposition of amounts in Account 100.5, electric plant 
acquisition adjustments, and such other adjustments as the Commission may 
deem necessary and appropriate; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order authorizing and approving merger of facilities 


The Cincinnati Gas & Electric Company and The Harrison Electric and Water 
Company 


(Docket No. IT-5661) 


December 29, 1942 

















The Cincinnati Gas & Electric Company (hereinafter referred to as Cinein- 
nati) and The Harrison Electric and Water Company (hereinafter referred to as 
Harrison), both of whose principal offices are at Fourth and Main Streets, Cincin- 
nati, Ohio, on November 28, 1940, applied for an order pursuant to section 203 of 
the Federal Power Act, authorizing and approving the merger of the properties 
of The Hamilton Service Company (hereinafter referred to aS Hamilton), The 
Loveland Light and Water Company (hereinafter referred to as Loveland) and 
Harrison except the properties of the latter located in the State of Indiana, 
into and with Cincinnati. It is proposed that the Indiana assets of Harrison 
shall first have been disposed of for a net cash consideration of $20,000, or 
less, to a newly organized corporation, West Harrison Electric and Water Com- 
pany, Inc. The merger is proposed to be made pursuant to the provisions of a 
certain agreement of merger set forth as Exhibit A to Exhibit K—1 to the appli- 
cation. An amendment to the application was filed December 9, 1942, and certain 
supplemental data have been filed. 

From such application, as amended and supplemented, and reports heretofore 
made to this Commission by the companies involved (FPC Forms Nos. 1 and 64, 
and report of Cincinnati made pursuant to electric plant instruction 2—D of the 
Uniform System of Accounts and order of May 11, 1937), it appears that: 
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(a) Due written notice of the aforesaid application has been given to the 
Ohio Public Utilities Commission, the Indiana Public Service Commission, and 
the Governors of each of these States. Notice of the application was also pub- 
lished in the Federal Register on December 3, 1940, stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before December 16, 1940. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

(6) Columbia Gas & Electric Corporation (hereinafter referred to as Columbia) 
owns all the outstanding shares of common stock of Cincinnati, Hamilton, 
Harrison and Loveland, and all the outstanding liabilities (other than current 
liabilities) of Hamilton, Harrison and Loveland, which (as of September 30, 
1942) consisted of $725,000 of income demand loans (open account) of Hamilton, 
$88,569.29 of 6% Demand Notes of Harrison, and $57,496.50 of 6% Demand Notes 
and $5,000 of demand loans (open account) of Loveland. Cincinnati has pre- 
ferred stock and first mortgage bonds outstanding in the hands of the public. 

(c) Hamilton, Harrison and Loveland will issue and sell additional common 
stock to Columbia for cash, afd will pay and retire their respective outstanding 
demand obligations owed to Columbia with the proceeds of such sales and treasury 
funds. 

(d) After Harrison has sold its Indiana properties, Hamilton, Harrison and 
Loveland will be merged into Cincinnati, with Cincinnati continuing as the sur- 
viving corporation. Cincinnati will issué 21,445 shares of its no par value common 
stock at $40.00 per share, in exchange for the stocks of Hamilton, Harrison and 
Loveland then held by Columbia, of a par or stated value of $857,800. It will 
credit $10.00 per share, or a total of $214,450, to common capital account, and 
$643,350 to special capital surplus. 

(e) Cincinnati’s said special capital surplus is that referred to in its “State- 
ment giving a suggested plan for depreciating, amortizing, or otherwise disposing 
in whole or in part of the amounts, as of January 1, 1937, includible in Account 
100.5, electric plant acquisition adjustments, and Account 107, electric plant 
adjustments.” The special capital surplus is available only for charges arising 
out of transactions prior to January 1, 1938, including any amounts which the 
company might be ordered or might determine to eliminate from its plant account 
and is not available for dividends. 

(f) Cincinnati has filed its reclassification and original cost studies pursuant 
to electric plant instruction 2—D of the Uniform System of Accounts and order of 
the Commission adopted May 11, 1937, and its report pursuant to gas plant in- 
struction 2-D of the Uniform System of Accounts prescribed for natural gas 
companies. The Commission’s staff has made an examination of such studies, 
and the company has agreed to the amount representing the difference between 
book value and estimated original cost. Harrison has also filed its report pur- 
suant to instruction 2-D of the Uniform System of Accounts and order of the 
Commission adopted May 11, 1937. Such report has not been subject to field 
examination by the Commission’s staff. Loveland and Hamilton have given 
effect, as of January 1, 1937, to reclassification of their plant accounts in accord- 
ance with principles prescribed by the Uniform System of Accounts for public 
utilities and licensees. The applicants estimate that book amounts of plant of 
Hainilton and Harrison exceed original cost, and that the book amount of plant 
of Loveland is less than original cost. The difference in each case is relatively 
small as compared to Cincinnati’s plant account. As an incident to the merger, 
Cincinnati proposes to create a “Reserve for Adjustments of Accounts of Acquired 
Companies,” the amount of which is in excess of the differences between book 
amounts and estimated original cost of plant to be acquired. 
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(g) Authorizations, approvals or exemptions with respect to aspects of the 
several connected transactions proposed have been granted by The Securities and 
Exchange Commission, the Ohio Public Utilities Commission and the Indiana 
Public Service Commission. 

‘The Commission, having considered the upplication as amended and supple- 
mented, and the reports referred to above, finds that: 

(1) Cincinnati is a corporation organized and existing under and by virtue of 
the laws of the State of Ohio. 

(2) Cincinnati owns and operates facilities for the transmission and sale at 
wholesale of (i) electric energy transmitted from Kentucky and consumed in 
Ohio, (ii) electric energy transmitted from Ohio and consumed in Kentucky, and 
(iii) electric energy transmitted from Ohio and consumed in Indiana. Such 
facilities are facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce, and Cincinnati is therefore a “public utility” 
within the meaning of that term as used in the aforesaid section 203. 

(3) By the proposed merger Cincinnati will merge or consolidate facilities 
subject to the jurisdiction of this Commission and owned and operated by it, with 
facilities of other persons. As to Cincinnati, such merger or consolidation is 
within the terms of the requirement in section 203 for authorization by this 
Commission. 

(4) Under section 9 (b) of the Public Utility Holding Company Act of 1935, 
the proposed merger, as to Cincinnati, is not subject to the requirements of section 
9 (a) of said Act. With respect to the proposed merger itself, Cincinnati is, 
therefore, not exempt by section 318 of the Federal Power Act from the require- 
ment of section 203 of that Aet. 

(5) Harrison, Hamilton, and Loveland are subject to the requirement of Rule 
U-43 of the General Rules and Regulations under the Public Utility Holding 
Company Act of 1935, promulgated by The Securities and Exchange Commission, 
with respect to their disposition of facilities by the proposed merger, and have 
not been exempted therefrom by that Commission. Each is, therefore, exempt 
under the provisions of section 318 of the Federal Power Act from any require- 
ment of section 203 with respect to that disposition. 

(6) The operations of Cincinnati, Harrison, Hamilton and Loveland to a large 
degree complement each other. Their principal business offices are the same 
and their operations are directed by the same personnel. The service areas of 
Harrison, Hamilton and Loveland are entirely encompassed in Ohio by that of 
Cincinnati. Harrison and Loveland purchased from Cincinnati their entire elec- 
tric energy requirements, and Hamilton, the major part of its requirements. 
Minor advantages, such as a slight reduction in operating costs and some benefits 
from corporate simplification, are expected by the applicants to result from the 
merger. 

(7) The proposed merger, upon the part of Cincinnati, of facilities subject to 
the jurisdiction of this Commission and owned and operated by it, with facili- 
ties of Harrison, Hamilton and Loveland, will be consistent with the public 
interest. 

Wherefore, the Commission orders that: 

(A) The proposed merger, upon the part of Cincinnati, of facilities subject 
to the jurisdiction of this Commission and owned and: operated by it, with facili- 
ties of Harrison, Hamilton and Loveland, is hereby authorized, insofar as subject 
to the jurisdiction of this Commission, upon the terms and conditions set forth in 
the application as supplemented and amended, subject to the terms of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
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which may come before this Commission or before such other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimates or determinations of costs or any valuation of property, 
claimed or asserted. . 

(C) This authorization shall expire unless acted upon within sixty days after 
the entry of this order. 

(D) Cincinnati shall report with reference to the subject matter hereof as 
required by this Commission’s Rules of Practice and Regulations and shall file 
proposed accounting entries within six (6) months next following the date of 
the consummation of the proposed merger as required by the provisions of the 
Commission’s Uniform Systems of Accounts; but nothing contained in this order 
shall be construed as relieving Harrison, Hamilton and Loveland or any of them 
from any applicable requirements prescribed by the said Uniform Systems of 
Accounts. 


Order to show cause and stay of former order 
Pacific Power & Light Company 
(Project No. 9385) 

December 29, 1942 


Upon consideration of the application for rehearing filed on December 3, 1942, 
by Pacific Power & Light Company, successor to Inland Power & Light Com- 
pany as licensee for Ariel Project No. 935, with respect to the Commission's 
opinion and order of October 27, 1942, In the Matter of Inland Power & Light 
0o., supra, p. 317, determining the actual legitimate original cost of said project 


as of April 30, 1932, and prescribing the accounting therefor, and the entire 
record in this proceeding ; 


The Commission orders that: 

(A) Paragraphs (A) to (F), inclusive, of the order of October 27, 1942, be and 
they hereby are stayed until further order of the Commission ; 

(B) The licensee, Pacific Power & Light Company, within 15 days of service 
of this order: 

(i) Show cause in writing, under oath, why the accounting instructions and 
requirements contained in paragraphs (C), (D), and (EB) of the order of October 
27, 1942, should not be made effective and enforced ; and 
' (ii) Submit to the Commission such accounting treatement as the licensee may 
propose for the disposition of the disallowed items of claimed cost. 


Order denying application for amendment of temporary certificate of public 
convenience and necessity 
Northern Natural Gas Company 
(Docket No. G-280) 
December 29, 1942 


Upon consideration of the application filed on October 26, 1942, by Northern 
Natural Gas Company, hereinafter referred to as “applicant,” for an extension 
of time for the commencement and completion of the construction of certain of the 
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facilities authorized by the Commission’s order of September 3, 1942, issuing a 
temporary certificate of public convenience and necessity; and 

It appearing to the Commission that: 

(a) By the aforesaid order of September 3; 1942, the applicant was authorized 
to construct the following described facilities: 

(i) A loop line of 24-inch O. D. steel pipe about 9.9 miles long, approximately 
parallel with applicant’s 26-inch main transmission line, extending in a north- 
easterly direction from the northeastern end of an existing 24-inch loop line at 
a point about 23.9 miles northeast of applicant’s Mullinville, Kansas, compressor 
station, the location of which point is more specifically described as being 3,104 
feet north and 55 feet west of the southeast corner of Section 23, Township 25 
South, Range 17 West, in Edwards County, Kansas; 

(ii) A loop line of 24-inch O. D. steel pipe about 15.3 miles long, approximately 
parallel with applicant’s 26-inch main transmission line, extending in a north- 
easterly direction from the northeastern end of an existing 24-inch loop line at a 
point about 26.8 miles northeast of applicant’s Bushton, Kansas, compressor 
station, the location of which point is more specifically described as being 60 
feet east and 409 feet south of the northwest corner of Section 14, Township 14 
South, Range 7 West, in Ellsworth County, Kansas; 

(b) Subparagraph (i) of paragraph (A) of the order of September 3, 1942, 
required that construction of the facilities authorized be commenced on or be- 
fore November 1, 1942, and completed on or before June 1, 1943, unless such 
dates were extended by order of the Commission ; 

(c) Applicant, in requesting a one-year extension of the dates for com- 
mencement and completion of construction of the facilities described in para- 
graph (a) above, stated in its application that it has been unable to procure 
the pipe and other materials required to construct the aforesaid facilities, and, 
because of present conditions, applicant is unable to estimate the approximate 
date on which it may expect to procure such pipe and other materials; 

The Commission finds that: 

The extension of time requested by the applicant for the commencement and 
eompletion of‘the construction of the facilities described in paragraph (a) above 
is not required by the present public convenience and necessity ; 

The Commission orders that: 

The application filed October 26, 1942, by applicant for a one-year extension 
of time beyond that fixed in the order of September 3, 1942, for the commence- 
ment and completion of the construction of the facilities described in para- 
graph (a) above be and it hereby is denied without prejudice to the filing of 
an application to amend the temporary certificate of convenience and necessity 
issued by order of September 3, 1942. 


Order instituting investigation 
United Fuel Gas Company 
(Docket No. G—440) 


December 29, 1942 


Upon consideration of the information contained ii: the Commission's files, 
records and reports pertaining to United Fuel Gas Company, hereinafter re- 
ferred to as “respondent,” including the rate schedules filed by respondent; and 
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It appearing to the Commission that: 

(a) On March 23, 1989, the Pennsylvania Public Utility Commission filed with 
the Commission a complaint (docket No. G-128) alleging that the rates charged 
by Pittsburgh and West Virginia Gas Company to Equitable Gas Company for 
natural gas sold are excessive, unreasonable and unlawful; and a part of such 
natural gas is transported by respondent for Pittsburgh and West Virginia 
Gas Company, the cost of which transportation enters into the cost of natural 
gas to Pittsburgh and West Virginia Gas Company; 

(bo) On May 26, 1939, the City of Columbus, Ohio, filed with the Commission 
a complaint (docket No. G-134) alleging that the rates charged by respondent 
to The Ohio Fuel Gas Company for natural gas sold are and have been excessive, 
unreasonable, unjust, discriminatory and unlawful, and requested tlie Commission 
to institute an investigation of such rates, to fix just, fair and reasonable rates, 
and further requested that the information concerning such matter be made 
available to The Public Utilities Commission of Ohio and to the City of Co- 
lumbus ; 

(c) Respondent is a corporation engaged in the production of natural gas in 
the State of West Virginia and in the purchase of natural gas produced in the 
States of West Virginia and Kentucky, is engaged in the receipt for transporta- 
tion of natural gas produced in Kentucky, and is engaged in the 'transporta- 
tion of such gas through and by use of its interconnected pipe lines in West Vir- 
ginia and Ohio; 

(d) Respondent is engaged in the sale of such natural gas for resale for ulti- 
mate public consumption in the States of West Virginia, Kentucky, New York, 
Ohio, and Pennsylvania ; 

(e) Respondent is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption and may be a natural-gas company within the mean- 
of the Natural Gas Act; 

(f) Respondent is a subsidiary of and is controlled by the Columbia Gas & 
Electric Corporation ; 

The Commission finds that: 

It is necessary and proper, in the public interest, and to aid in the enforcement 
of the provisions of the Natural Gas Act that an investigation be instituted by the 
Commission, upon its own motion: 

(i) To determine whether respondent is a natural-gas company within the 
meaning of the Natural Gas Act; and 

(ii) Into and concerning all rates, charges, or classifications demanded, ob- 
served, charged or collected by respondent in connection with any transportation 
or sale of natural gas, subject to the jurisdiction of the Commission, and any rules 
regulations, practices, or contracts affecting such rates, charges, or classifications ; 

The Commission, upon its own motion, orders that: 

An investigation of respondent, United Fuel Gas Company, be and it hereby 
is instituted for the purpose of enabling the Commission: 

(A) To determine with respect to respondent: 

(i) Whether it is a natural-gas company within the meaning of the Natural 
Gas Act; and 

(ii) Whether, in connection with any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, any rates, charges, or.classifications 
demanded, observed, charged, or collected, or any rules, regulations, practices or 
contracts affecting such rates, charges, or classifications are unjust, unreasonable, 
unduly discriminatory, or preferential ; and 
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(B) If it shall find, after.a hearing has been had, that the respondent is a 
natural-gas company within the meaning of the Natural Gas Act, and that any 
of respondent’s rates, charges, classifications, rules, regulations, practices, or con- 
tracts, subject to the jurisdiction of the Commission, are unjust, unreasonable, 
unduly discriminatory, or preferential, to,determine and fix by order or orders just 
and reasonable rates, charges, classifications, rules, regulations, practices, or 
contracts to be thereafter observed and in force. 


Determination and order for emergency use of interconnection 
Wisconsin Electric Power Company 
(Docket No. IT-5805) 
December 31, 1942 


Wisconsin Electric Power Company (hereinafter designated as applicant) filed 
an application on October 5, 1942, for approval by the Commission, pursuant to 
section 202 (d) of the Federal Power Act, of a proposed interconnection with 
Public Service Company of Northern Illinois (hereinafter designated as Public 
Service), at the Wisconsin-Illinois boundary between Kenosha, Wisconsin, and 
Waukegan, [linois. 

From the application it appears that: 

(a) Applicant is a Wisconsin corporation, having its principal office in Milwau- 
kee, Wisconsin, and operating an electric utility in that State. 

(b) Public Service is an Illinois corporation, having its principal office in 
Chicago, Illinois, and operating an electric utility in that State. 

(c) The proposed interconnection is to be made by joining the 132-kilovolt 
transmission lines of the two systems at the Wisconsin-Illinois boundary approx- 
imately five miles west of Lake Michigan, adjoining the Counties of Kenosha, 
Wisconsin, and Lake, Illinois. The capacity of the transmission lines so joined 
will be approximately 80,0C0 kilovolt-amperes. The 132-kilovo!t line of applicant 
will extend from the Kenosha substation of Wisconsin Gas and Electric Company 
(an affiliate to which applicant sells electric energy at such substation) south- 
erly to the point of interconnection, and will afford connection to existing circuits 
of at least equal capacity to applicant’s Lakeside power plant in the town of 
Lake, Milwaukee County, Wisconsin. The 132-kilovolt line of Public Service will 
extend from its Waukegan power plant in a general westerly and northerly di- 
rection to the point of interconnection. 

(d) The Power Branch, War Production Board, by letters dated September 
5, 1942, to applicant and Public Service, requested the proposed interconnection 
to make available to either system a substantial portion of their combined reserve 
capacity and afford material protection in emergencies in an area having a 
heavy concentration of vital war lords and a low margin of operating reserves. 

(e) Applicant and Public Service have indicated to the Power Branch, War 
Production Board, their willingness to provide the necessary facilities and to 
establish and maintsin the proposed interconnection for use in emergencies as 
defined in section 32.20 of the Rules of Practice and Regulations of the Com- 
mission, upon obtaining the approval of the Commission under section 202 (d) 
of the Federal Power Act and without thereby being subjected to the jurisdiction 
of the Commission, and have agreed upon the charges to be made by each to 
the other. 





890 FEDERAL POWER COMMISSION 


The Commission, upon consideration of the application and other ae 
material in its records and files, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and has been classified as a 
public utility within the meaning of segtion 201 of the Federal Power Act. 

(2) Public Service owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and has been classified 
as a public utility within the meaning of section 201 of the Federal Power Act. 

(3) Wisconsin Gas and Electric Company, whose Kenosha substation facilities 
will be utilized for the transfer of electric energy through the proposed inter- 
connection, owns and operates facilities for the transmission and sale at wholesale 
of electric energy in interstate commerce and has been classified as a public 
utility within the meaning of section 201 of the Federal Power Act. 

(4) A substantial part of the facilities for the proposed interconnection have 
been in place for several years, a previous interconnection having been maintained 
there under an agreement between The Milwaukee Electric Railway and Light 
Company, the predecessor company of applicant, and Public Service, which agree- 
ment terminsted February 15, 1935. The proposed interconnection involves in 
effect the restoration, enlargement, and improvement of the former 45,000-kilowatt 
interconnection, the principal difference being the addition of proper switching 
and protective equipment to permit regular or emergency operations. 

(5) The unusual requirements occasioned by the present state of war are 
causing an increase in demands for electric energy, restrictions on the construc- 
tion and installation of additional electric generating and transmission facilities, 
and emergencies in the maintenance of an adequate supply of electric energy 
essential to the war effort, necessitating the interconnection of electric facilities, 
particularly in the areas served by applicant, and Public Service, and intercon- 
nected systems. 

(6) The use of the proposed interconnection between the systems of applicant 
and Public Service is desirable in the public interest to aid in the war effort as 
hereinafter provided and should not affect the status of applicant under the 
Federal Power Act. 

(7) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the epplication. 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid interconnection during emergencies as defined 
in section 32.20 of the Rules of Practice and Regulations of the Commission, but 
not beyond ninety (90) days after the cessation of present war hostilities, shall 
not affect the status of applicant under the Federal Power Act; provided, however, 
that the Commission may thereafter determine the status of applicant under the 
Act without regard for any provision of this determination and order or any claim 
based hereon. 

(B) This determination and order is expressly limited to the use of the 
aforesaid interconnection as provided herein, and any and all exemptions granted 
hereby shall terminate and cease to have force or effect from and after ninety 
(90) days following the cessation of present war hostilities, unless the Commis- 
sion shall hereafter extend such exemptions by further order. 

(C) Applicant shall promptly file with the Commission two copies of its inter- 
change agreement with Public Service and shall report to the Commission on the 
fifth day of each month hereafter the amounts of electric energy received and 
transmitted in each direction during the preceding month through the aforesaid 
interconnection, as well as such other or special reports as the Commission may 
from time to time require. 
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(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid interconnection is being used within the limitations of this determina- 
tion and order, and if the Commission finds otherwise, it may modify or terminate 
any or all provisions of this determination and order. 


Order approving disposition of amounts in plant acquisition adjustment accounts 
and plant adjustments accounts 


Indiana Service Corporation 
January 5, 1943 


It appearing to the Commission that: 

(a) Indiana Service Corporation (hereinafter referred to as “Indiana”) filed 
with this Commission proposed reclassification and original cost studies of elec- 
tric plant pursuant to the requirements of electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts effective January 1, 1937, and 
the Commission’s order of May 11, 1937, relative thereto; 

(b) The staff of the Public Service Commission of Indiana made an examina- 
tion of Indiana’s reclassification and original cost studies as a result of which 
examination certain accounting adjustments were proposed by the staff of the 
State Commission to Indiana’s studies; 

(c) The staff of the Federal Power Commission reviewed the adjustments 
proposed by the staff of the State Commission and concurred therein ; 

(d) Indiana accepted the proposed adjustments and on September 26, 1942, 
filed with the Federal Power Commission revised reclassification and original 
cost studies reflecting such adjustments ; 

(e) Indiana proposes to dispose of $259,693.31, representing excess of recorded 
cost over estimated original cost of acquired property, classified in the various 
plant acquisition adjustment accounts (electric, water and common utility plant) 
as shown by Indiana’s revised studies, by writing off the amount over a period 
of ten years through charges to Account 505, amortization of plant acquisition 
adjustments ; 

(f) Indiana proposes to dispose of $312,871.19 classified in the various plant 
adjustment accounts (electric, water, and common utility plant) as shown by 
Indiana’s revised studies, as follows: 


Common 
Electric plant} utility 
adjustments | plant ad- 
justments 


Description of items and proposed disposition 


Account 151, capital stock expense: 
Costs incurred in the sale of preferred stock during 
the period 1926-1930 bd tae nodes 
Account 250, reserve for depreciation of utility plant: 
Corrections of unrecorded or erroneous recording of 
retirements ($20, 458.78)| (4, 952. 94) (34, 393. 40) 
Account 265, contributions in aid of construction: 
Estimated value of property donated to the com- 


-|-----.-.------] $54, 660. 56 $54, 660. 56 


(4, 887. 14) (4, 887. 14) 


pany 
Account 271, earned surplus: 
Legal expenses improperly capitalized.._._.........|..-......-- » L 2, 093. 71 
Water rights sold during 1934 and not retired. -_- -- 287, 624. 00 | 287, 624. 00 
Cost of changing customers’ equipment from 25 
cycle to 60. cycle frequency - -.................---- 18, 528. 33 18, 528. 33 
Corrections of erroneous charges of material to and | 
from stores. | (10, 754. 87) | | (10, 754. 87) 


Total to Account 271 71 |_..----..-| 29%, 491.17 
Total plant adjustment accounts + O51. 54 | . | . 32 | 312, 871.19 








( ) Denotes red figure. 
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The Commission finds that: 
(1) Indiana’s proposed plan for the disposition of the amount established 
by it in the various plant acquisition adjustment accounts, as shown in para- 
graph (€) hereof is in conformity with sound principles of accounting and the 
Commission’s Uniform System of Accounts provided that the amortization in 
equal annual amounts over a period not to exceed 10 years beginning. with the 
year 1942 of the $259,693.31 is made by charges to Account 537, miscellaneous 
amortization ;* 

(2) Indiana’s proposed plan for the disposition of the amount of $312,871.19, 
established in the various plant adjustment accounts, as shown in paragraph (f) 
hereof is in conformity with sound principles of accounting and the Commis- 
sion’s Uniform System of Accounts ; 

The Commission orders that: 

(A) Indiana dispose of the amount of $259,693.31, established in the various 
plant acquisition adjustment accounts, by equal annual charges to Account 537, 
miscellaneous amortization, over a period not to exceed ten years, commencing 
with the year 1942; 

(B) Indiana dispose of the amount of $312,871.19, established in the various 
plant adjustment accounts, in the manner described in paragraph (f) hereof; 

(C) Indiana submit within sixty (60) days from the date of this order 
certified copies of the entries giving effect to the disposition for the year 1942 of 
the amounts established by Indiana in the various plant acquisition adjustment 
accounts and plant adjustment accounts as herein directed ; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by the 
Securities and Exchange Commission. 


Order approving disposition of amounts in Account 100.5, electric plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments 


Central Vermont Public Service Corporation 
(Docket No. IT-5807) 


January 5, 1943 






It appearing to the Commission that: 
(a) On June 30, 1939, Central Vermont Public Service Corporation (herein- 
after referred to as “Central Vermont”) filed with this Commission proposed 
reclassification and original cost studies of electric plant pursuant to the re- 
quirements of electric plant accounts instruction 2-D of the Commission’s 
Uniform System of Accounts effective January 1, 1937, and the Commission’s 
order of May 11, 1937, relative thereto; 

(b) The staff of the Commission made a field examination of Central Ver- 
mont’s reclassification and original cost studies and submitted a report covering 





1 See F. P. C. opinions In the Matters of St. Croig Falls Minnesota Improvement Com- 
pany, et al., supra, pp. 13, 148; In the Matter of Pacific Power & Light Company, supra, 
p. 329; In the Matter of Duke Power Company, order dated June 2, 1942, supra, p. 732; and 
In the Matter of Benton County Utilities Corporation, order dated October 20, 1942, 
supra, p. 838. 
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the results of this examination to the Commission entitled, “Central Vermont 
Public Service Corporation, Rutland, Vermont, Repert on Reclassification and 
Original Cost Studies of Electric Plant as at January 1, 1937”; 

(ec) The report of the staff of the Commission was transmitted to Central 
Vermont with the request that the accounting adjustments proposed by the 
staff in such report be made and copies of the adjusting entries be submitted, 
and that Central Vermont submit plans for the disposition of the amounts estab- 
lished by the staff in Accounts 100.5 and 107; 

(d) Subsequent thereto, as a result of correspondence between Central Ver- 
mont and the staff of the Commission and conferences between them, Central 
Vermont filed with the Commission revised reclassification and original cost 
studies which the staff recommended be accepted ; 

(e) On November 9, 1942, Central Vermont filed with the Commission its 
proposed disposition of amounts classified in its revised studies to Account 
100.5, electric plant acquisition adjustments and Account 107, electric plant 
adjustments ; 

(f) Central Vermont proposes to dispose of an amount of $3,678,581.70," clas- 
sified in Account 100.5, electric plant acquisition adjustments, as follows: 


Description of item and proposed disposition 
(i) Charge Account 252, reserve for amortization of electric 
plant acquisition adjustments, with amount of previously 
accumulated depreciation accruals, based on company 
studies, applicable to portion of plant represented by 
SCRUB C Ile. MUTE UR ns teitncigeeetettie tcicie oie $600, 458. 01 
(ii) Charge Account 271, earned surplus to extent of adjusted 
balance in the account at January 1, 1942, after reserving 
amount of $228,772.12 equal to one year's preferred divi- 
dend requirements, and after providing for certain charges 
to be disposed of from Account 107_-_._---_---_-----_-.-- 600, 702. 14 
(iii) Charge Account 270, capital surplus, at the effective date 
of consummation of proposed merger with The Twin State 
Gas & Electric Company, hereinafter referred to, with esti- 
mated amount of capital surplus arising from that 
SO cis tascaeceshices biariantineti etn ns airniguiiinteinbitnicaitantiaeiitiieds ali aoa 341, 421. 55 
(iv) Estimated balance remaining in Account 100.5 to be amortized 
in equal annual amounts during the fifteen year period be- 
ginning January 1, 1942, providing that the company be per- 
mitted to reduce the remaining balance by any other 
amounts in its earned surplus account at the end of the 
year 1942, after preferred dividend requirements 


Amount 


aoesnan nen aneanaiarenenensdlanistminalinaniysapsanseenenuparencesunsiristanapenpinaiah deinen 3, 678, 581. 70 


2Central Vermont established $3,663,308.64 in Account 100.5 as at January 1, 1987. 
Central Vermont proposes to dispose of this amount as well as of an additional $15,273.06 
of plant acquisition adjustments applicable to the period from January 1, 1937, to December 
81, 1941, making a total disposition of $3,678,581.70. 
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(g) Central Vermont proposes to dispose of the amount of $981,127.20, es- 
tablished in Account 107, electric plant adjustments, as follows: 


Description of item and proposed disposition Amount 
Disposition of write-up of $243,189.04: 
Account 270, capital surplus (amount available) .-...._____ .. $144, 046. 60 
Account 271, earned surplus (remainder) ...--.._--.-....-.... 99, 142. 44 
Disposition of sundry improper charges to electric plant from 
January 1, 1929, to December 31, 1936, as per page 46 of staff 
report : 
Account 271, earned surplus 114, 611. 42 
Disposition of various adjustments affecting other balance 
sheet accounts: 
Account 108, other utility plant-___._.-___..---___-____-_____ -_ 2, 691. 88 
Account 110, other physical property 
Account 140, unamortized debt discount and expense 
Account 146, other deferred debits (10, 664. 76) 
Account 151, capital stock expense 48, 592. 99 
Account 250, reserve for depreciation of electric plant 12, 572. 09 


981, 127. 20 


The Commission finds that: 

(1) Central Vermont’s proposed plan for the disposition of the amount of 
$3,678,581.70 classified in Account 100.5, electric plant acquisition adjustments, 
as described in paragraph (f) hereof is in conformity with sound principles 
of accounting and the Commission’s Uniform System of Accounts, provided the 
amortization in equal annual amounts over a period not to exceed 15 years be- 
ginning with January 1, 1942, of the $2,136,000 is made by charges to Account 
537, miscellaneous amortization ; 

(2) Central Vermont’s proposed plan for the disposition of the amount of 
$981,127.20, classified in Account 107, is in conformity with sound principles 
of accounting and the Commission’s Uniform System of Accounts; 

The Commission orders that: 

(A) Central Vermont dispose of the amount of $3,678,581.70 established in 
Account 100.5, by charging $1,542,581.70, as described in subparagraphs (i), (ii) 
and (iii) of paragraph (f) hereof, and the remainder of $2,136,000 through equal 
annual charges to Account 537, miscellaneous amortization, over a period not 
to exceed 15 years, beginning January 1, 1942, provided that Central Vermont 
may reduce the remaining balance by any other amounts in its earned surplus 
account available therefor during the year 1942 after preferred dividend 
requirements ; 

(B) Central Vermont dispose of the amount of $981,127.20, established in 
Account 107 as described in paragraph (g) hereof; 

(C) Central Vermont submit within 90 days from the date of this order 
certified copies of the entries giving effect to the disposition for the year 1942 
of the amounts in Accounts 100.5 and 107, as herein directed ; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility Hold- 
ing Company Act of 1935 and the rules, regulations, and orders issued by the 
Securities and Exchange Commission. 
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Order issuing certificate of public convenience and necessity 


Home Gas Company 


(Docket No. G-345) 
January 5, 1943 


Upon consideration of the application filed by Home Gas Company on May 
8, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for a 
certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Home Gas Company (hereinafter referred to as “applicant”) is engaged 
in the transportation of natural gas in interstate commerce and in the sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
by means of its natural gas pipe lines and appurtenant facilities described in its 
application, situated in the State of New York and extending from a point on 
the New York-Pennsylvania state line in Cattaraugus County, New York, to 
Orange County on the New York-New Jersey state line with branch lines ex- 
tending from a point near Horseheads, New York, to Dundee, New York, and from 
a point on the New York-New Jersey state line in Rockland County, New York, 
to Tappan, New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006 ; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3). The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hercby issued 
to Home Gas Company authorizing its continued operation of its facilities, which 
were in bona fide operation on February 7, 1942, and have been so operated since 
then, as described in its application, for the transportation and sale of natural 
gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determina- 
tion of applicant’s service area under section 7 (f) of the Natural Gas Act; 


582231—44—-vol. 3——57 
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(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order approving disposition of amounts established in electric plant acquisition 
adjustments account, electric plant adjustments account, and other accounts 


The Cincinnati Gas & Electric Company 
January 13, 1943 


It appearing to the Commission that: 

(a) The Cincinnati Gas & Electric Company has submitted reclassification and 
original cost studies of electric and gas plant in accordance with the requirements 
of plant accounts instructions 2-D of the Commission’s Uniform Systems of Ac- 
counts prescribed for public utilities and licensees and natural gas companies, 
effective January 1, 1937, and January 1, 1940, respectively, and the Commission’s 
orders of May 11, 1937, and April 9, 1940, pertaining thereto; 

(b) The staff of the Commission made a field examination of Cincinnati’s 
studies; as a result thereof, Cincinnati submitted revised studies; 

(c) In the revised studies submitted to the Commission, Cincinnati has estab- 
lished $29,937,540.63 in various adjustment and other accounts as follows: 

Description of item Amount 
Electric plant acquisition adjustments, representing the net differ- 
ence between the book cost and estimated original cost of identi- 
fiable existing electric plant applicable to certain acquired 
I oY ak eat eas ahi ch aliheanths ee norensnoprdl tan frtiobtioanl cs tebociaielaecg speioneganrasie tes 
Gas plant acquisition adjustments, representing the net difference 

between recorded cost and estimated original cost of identifiable 

existing gas property acquired from The Ohio Gas & E‘ectric 

Company and Columbia Gas Supply Company , 723. 69 
Electric plant adjustments, representing excess of appraisal v values 

over original cost, and recorded costs, (net), not identifiable 

with the physical inventory 4, 053, 270, 98 
Common utility plant adjustments, representing recorded cost of 

“franchises” entered in the records of the reporting company and 

predecessor companies; write-up recorded in 1928 in connection 

with the merger of Cincinnati and The Union Gas & Electric 

Company ; commissions and discount on capital stock ; premium 

on bonds redeemed ; recorded costs, (net), not identifiable with 

the physical inventory, and other charges and credits erroneously 

included in fixed capital 23, 221, 064. 52 
Gas plant adjustments, representing an excess of appraisal value 

over original cost, and recorded costs, (net), not identifiable with 

the physical inventory 1, 997, 191. 86 
Steam heating plant in process of reclassification, representing pre- 

liminary engineering and survey charges incurred in connection 

with the steam heating system applicable to area covered by sur- 

vey but not presently supplied 21, 787, 27 


Total adjustments (net) 29, 937, 540. 68 
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(é) Of the total (net) adjustments of $29,987,540.63, described in the foregoing 
paragraph, all but $79,725.59 (credit), representing correction for retirements of 
gas plant during 1938 and 1939, arises out of transactions which took place prior 
to January 1, 1938; 

(e) Cincinnati proposes to dispose of the $29,937,540.63 established in the var- 
jous adjustment and other accounts as follows: 








To raseeve fee Geprectntives oo a es * $2, 273, 611. 04 
To earned surplus prior to January 1, 1988_..-.-_---_---_-_--_- 118, 086. 23 
To capital surplus prior to January 1, 1988__._.__--__-__-__--__ 7, 134, 517. 42 
ye, | Re Aes araeere eo ae ee eee ES Teva 20, 424, 207. 08 


To contributions in aid of construction—gas___.....__-.-___---_ 





*(12, 831. 14) 


ORR ed ES A ees eae 29, 937, 540. 63 


1This is a net charge. In 1928 Cincinnati wrote up its electric and gas plant and 
credited $2,353,336.63 of the write-up to the reserve for retirements. By order charging 
the reserve for depreciation (formerly the reserve for retirements) this original entry is 
reversed. In addition the reserve for depreciation is to be credited with an amount of 
$79,725.59, representing a correction for retirements of gas plant as explained in para- 
graph (d) above. The net of the two above amounts is $2,273,611.04. 

?This credit represents contributions for construction purposes, which, when received, 
were credited to plant account. 










































The Commission finds that: 

The proposed disposition of $29,937,540.63, as described in paragraph (e) hereof, 
is in accordance with sound principles of accounting and the Commission’s Uniform 
Systems of Accounts. 

The Commission orders that: 

(A) Cincinnati record on its books the proposed reclassification entries as filed 
with the Commission on December 24, 19-42; 

(B) Cincinnati dispose of the amount of $29,937,540.63 in accordance with the 
plans described in paragraph (e) hereof; 

(C) Cincinnati shall submit certified copies of the entries required by para- 
graph (B) hereof, within 60 days of the date of service of this order; 

(D) The provisions of this order are not to be construed as dispensing with the 
necessity of full compliance with the requirements of the Public Utility Holding 
Company Act of 1935, and the rules, regulations and orders issued by the Securities 
and Exchange Commission. 


Order issuing certificate of public convenience and necessity 
Cabot Gas Corporation 
(Docket No. G-360) 


January 13, 1943 












Upon consideration of the application filed by the Cabot Gas Corporation on 
May 8, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that : 

(a) Cabot Gas Corporation (hereinafter referred to as “applicant”) is engaged 
in the transportation of natural gas in interstate commerce and in the sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
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by means of its natural gas pipe line and appurtenant facilities described in its 
application, extending from a point on the New York-Pennsylvania state line in 
Allegany County, New York, to the Livingston-Monroe County line in the State 
of New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transpor- 
tation and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over the route from the New York-Pennsylvania state line to 
Rochester, New York, as described in its application and exhibits attached 
thereto, and has so operated since that time excepting the northernmost portion 
-of the pipe line located in Monroe County, New York, which it sold to Rochester 
‘Gas and Electric Corporation on April 28, 1942, following the authorization by 
this Commission (docket No. G—227) for the abandonment of such portion of 
the pipe line; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942, (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Cabot Gas Corporation authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application and paragraphs (a) and 
(2) above, for the transportation and sale of natural gas subject to the juris- 
diction of this Commission : 

(B) This certificate shall not-be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mision over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission : 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order to show cause 


Safe Harbor Water Power Corporation, Pennsylvania Water & Power Company, 
and Susquehanna Transmission Company of Maryland 


(Project No. 1025) 


January 13, 1943 
It appearing that: 
(a) Pursuant to the provisions of the Federal Water Power Act, the Com- 
mission issued a license on April 22, 1930, to Safe Harbor Water Power Corpora- 
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tion authorizing the construction, operation, and maintenance of hydroelectric 
project No. 1025, known as the Safe Harbor project, located on the Susquehanna 
River near Lancaster, Pennsylvania, in York and Lancaster Counties, Pennsyl- 
vania ; and said license has been amended from ‘time to time ; 

(b) Transmission line: circuits numbered 692 and 693, extending from Safe 
Harbor project to Lehman Farm switching station, are owned by Pennsylvania 
Water & Power Company, a Pennsylvania corporation ; 

(c) Transmission line circuit No. 2302, extending from Safe Harbor project 
to the point of interconnection with the transmission facilities of Consolidated 
Gas Electric Light and Power Company of Baltimore near that company’s West- 
port substation, Baltimore, and extending from Ellicott switching station near 
Ellicott City, Maryland, to the point of interconnection with the transmission 
facilities of Potomac Electric Power Company near that company’s Takoma Park 
substation ; transmission line circuit No. 2308, extending from Safe Harbor project 
to the point of interconnection with the transmission facilities of the Consoli- 
dated Company at that company’s Riverside substation; and transmission line 
circuits numbered P5, P6, P7, and P8, extending from Safe Harbor project to 
the point of interconnection with the facilities of the Pennsylvania Railroad 
Company near Perryville substation, including circuits extending from said lines 
to points of interconnection at Fishing Creek and at Conowingo, are owned 
jointly, those portions located in Pennsylvania being owned by the Pennsylvania 
Company and those portions located in Maryland being owned by Susquehanna 
Transmission Company of Maryland, a Maryland corporation ; 

(ad) Conestoga substation and Manor switching station, both located near Safe 
Harbor project, are owned by the Pennsylvania Company; Ellicott switching 
station is owned by the Susquehanna Company ; 

(e) The electric facilities referred to in paragraphs (b), (c), and (d) above 
(numbered as given in Pennsylvania Company’s annual report for 1941) are 
primary transmission lines and appurtenant facilities transmitting power from 
Safe Harbor project to points of junction with the distribution system or with 
the interconnected primary transmission system, and as such are necessary parts 
of the complete Safe Harbor project although not included in the project works 
specified in the license as amended ; 

(f) The Pennsylvania Company and the Susquehanna Company should each 
be made joint licensees with the Safe Harbor Corporation to the limited extent 
of their ownership and operation of the facilities referred to in paragraphs (0), 
(c), and (d) above; 

(g) The Safe Harbor Corporation, the Pennsylvania Company, and the Sus- 
quehanna Company should file a joint application to amend the license for project 
No. 1025 to include as parts of the project works specified therein the facilities 
referred to in paragraphs (b), (c), and (d) above, to the limited extent of the 
ownership and operation of said facilities by the two last named companies ; 

It is ordered that: 

The Safe Harbor Water Power Corporation, the Pennsylvania Water & Power 
Company, and the Susquehanna Transmission Company of Maryland shall each 
show cause, if any there be, in writing and under oath, to be filed not later than 
February 15, 1943: 

(i) Why the Pennsylvania Company and the Susquehanna Company should not 
be made joint licensees with the Safe Harbor Corporation to the limited extent 
of their ownership and operation of the facilities referred to in paragraphs (6b), 
(c), and (d) above; 

(ii) Why the electric facilities referred to in paragraphs (6), (c), and (d@) 
above should not be included as parts of the project works of project No. 1025 and 
the license amended accordingly ; 
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(iii) Why the Safe Harbor Corporation, the Pennsylvania Company and the 
Susquehanna Company should not apply for and accept an amendment to the 
license for project No. 1025 to include in said license as parts of the project 
works the electric facilities referred to in paragraphs (b), (c), and (d) above, 


to the limited extent of the ownership and operation 6f said facilities by each 
of said companies. 


Order to show cause 


Pennsylvania Water & Power Company and Susquehanna Transmission Company 
of Maryland 


(Project No. 1881) 
January 13, 1943 


Upon consideration of the application for license filed herein by Pennsylvania 
Water & Power Company and of the record in the matter of Pennsylvania Water 
& Power Company, docket No. IT-5524; and 

It appearing that: 

(a) Pursuant to the Commission’s order of November 3, 1939, In the Matter 
of Pennsylvania Water & Power Company, docket No. IT-5524 (2 F. P. C. 61), 
said company applied for a license for constructed hydroelectric project No. 
1881, known as Holtwood project, located on the Susquehanna River near 
Lancaster, Pennsylvania, in York and Lancaster Counties, Pennsylvania; 

(b) Transmission line circuits numbered 1, 2, 5, and 6, extending from Holt- 
wood project to Highlandtown substation, Baltimore, are owned jointly, those 
portions located in Pennsylvania being owned by the Pennsylvania Company and 
those portions located in Maryland being owned by the Susquehanna Transmis- 
sion Company of Maryland, a Maryland corporation ; 

(c) Transmission circuits numbered 3 and 18 extending from Holtwood to 
Holtwood Village; transmission line circuits numbered 11 and 12 extending from 
Holtwood project to York, Pennsylvania; transmission line circuits numbered 
13 and 14 extending from Holtwood project to Coatesville, Pennsylvania; and 
transmission line circuits numbered 15 and 16 extending from Holtwood project 
to Lehman Farm switching station are owned by the Pennsylvania Company ; 

(d) The Violet Hill substation near York, Pennsylvania, and the Lehman 
Farm switching station near Safe Harbor, Pennsylvania, are owned by: tue 
Pennsylvania Company ; the Highlandtown substation at Baltimore, Maryland, is 
owned by the Susquehanna Company ; 

(e) The electric facilities referred to in paragraphs (b), (c) and (d) above 
(numbered as given in Exhibits M—2—-A and M-2-B attached to the application) 
are primary transmission lines and appurtenant facilities transmitting power 
from the Holtwood project to points of junction with the distribution system or 
with the interconnected primary transmission system, and as such are necessary 
parts of the complete Holtwood project although not included in the project works 
specified in the application for license; 

(f) The Susquehanna Company should be made a party to the present pro- 
ceeding and should join in the application for license to the limited extent of its 
ownership and operation of the facilities referred to in paragraphs (b) and (d) 
above; 

(g) Evidence in the record in the matter of Pennsylvania Water & Power Com- 
pany, docket No. IT-5524, is relevant and material to the issues presented in the 
present proceeding ; 
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The Commission orders that: 

The Pennsylvania Water & Power Company and the Susquehanna Transmission 
Company of Maryland shall each show cause, if any there be, in writing and 
under oath, to be filed not later than February 15, 1943: 

(i) Why the Susquehanna Company should not be made a party to the present 
proceeding and join in the application for license for project No. 1881, to the 
limited extent of its ownership and operation of the transmission facilities 
referred to in paragraphs (b) and (d) above; 

(ii) Why the record before the Commission in the matter of Pennsylvania 
Water & Power Company, docket No. IT-5524, should not be made a part of 
the record in the present proceeding ; and 

(iii) Why the electric facilities referred to in paragraphs (6), (c), and (d) 
above should not be included as parts of the project works of project No. 1881, 
and the application for license amended accordingly. 


Order to show cause 
Arkansas-Missouri Power Corporation 
(Docket No. IT-5814) 
January 13, 1943 


It appearing to the Commission that: 

(a) Arkansas-Missouri Power Corporation, hereinafter referred to as “cor- 
poration,” is engaged in the transmission and sale at wholesale of electric energy 
in interstate commerce by means of its facilities located in Arkansas and 
Missouri and, therefore, may be a public utility, within the meaning of the 
Federal Power Act, subject to the jurisdiction of the Commission ; 

(b) On January 18, 1940, the corporation filed its proposed reclassification of 
accounts and original cost studies pursuant to electric plant accounts instruction 
2-D of the Commission’s Uniform System of Accounts prescribed for public 
utilities and licensees and the Commission’s order of May 11, 1937, pertaining 
thereto ; : 

(c) The Commissicn’s staff and the staffs of the Arkansas Department of 
Public Utilities and the Missouri Public Service Commission have made a field 
study of the corporation’s proposed reclassification and original cost studies and 
submitted a joint report to the Commission entitled “Arkansas-Missouri Power 
Corporation (formerly Arkansas-Missouri Power Company) Blytheville, Arkan- 
sas, Report on the Reclassification and Original Cost Studies of Electric Plant 
as at May 1, 1937,” copies of which report were served upon the corporation 
by letter of February 21, 1941; 

(d) The corporation has refused to dispose of the amounts in Account 100.5, 
electric plant acquisition adjustments, Account 107, electric plant adjustments, 
and common utility plant adjustments within Account 108, other utility plant, in 
accordance with the recommendations contained in the staff report; 

The Commission orders that: 

(A) The corporation show cause under oath, within thirty days from service 
of this order, why the Commission should not by order determine that: 

(i) Adjusting entries be made to bring the corporation’s accounts into con- 
formity with the recommendations made by the Commission staffs in the report 
referred to in paragraph (c) above: 
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(ii) Disposition be made of the amounts established in Account 100.5, electric 
plant acquisition adjustments, Account 107, electric plant adjustments, and 
common utility plant adjustments within Account 108, other utility plant, in the 
Commission’s staff report referred to in paragraph (c) above; 

(B) The corporation, if it disagrees with the recommendations contained 
in the staff report referred to in paragraph (c) above for the disposition of 
the amounts therein established in Account 100.5, electric plant acquisition ad- 
justments, Account 107, electric pJant adjustments, and common utility plant 
adjustments within Account 108, other utility plant, shall submit a plan for the 
disposition of such amounts; 

(C) The response of the corporation hereto shall be in the form of an offer 
to prove the facts alleged, and shall set forth with particularity the facts upon 
which the corporation relies. 


Supplementary order 
The Ohio Fuel Gas Company, Panhandle Eastern Pipe Line Company 
(Docket Nos. G-408, G-410) 
January 18, 19438 


Upon consideration of the application filed December 28, 1942, by The Ohio 
Fuel Gas Company in this matter, the response thereto filed January 9, 1943, by 


Michigan Gas Transmission Corporation, and other pertinent material in its 
records and files; and 


It appearing to the Commission that: 

(a) The Ohio Fuel Gas Company has requested the Commission to modify 
its opinion and order issued October 2, 1942, in this matter, supra, p. 301, and to 
issue to that company a certificate of public convenience and necessity under 
section 7 (c) of the Natural Gas Act, as amended, for the construction, installa- 
tion, and operation of approximately one mile of 16-inch pipe line from its 
system in the Village of Maumee, Ohio, to the proposed measuring station of 
Michigan Gas Transmission Corporation, approximately one-half mile west of 
that village; 

(b) Michigan Gas Transmission Corporation, which the Commission, pursu- 
ant to its opinion and order issued October 2, 1942, in this matter, authorized 
by certificate to construct, install, and operate the 16-inch pipe line connecting 
the main 22-inch line of that corporation to Detroit with the 16-inch line of 
The Ohio Fuel Gas Company to Toledo at or near the Village of Maumee, Ohio, 
has advised the Commission that the location of the proposed measuring sta- 
tion was selected within its understanding of such opinion and order, but that 
the corporation is prepared to construct the connecting line as the Commission 
intended; and, further, the corporation has requested the Commission to clarify 
its opinion and order accordingly ; 

(c) The connection which the Commission so authorized to be made between 
the systems of Michigan Gas Transmission Corporation and The Ohio Fue] Gas 
Company was intended by the Commission to be made by Michigan Gas Trans- 
mission Corporation directly with the 16-inch main line of The Ohio Fuel Gas 
Company to Toledo at or near the Village of Maumee, Ohio; 

The Commission finds that: 

(1) It is appropriate that the language of the aforesaid opinion and order 
be clarified as hereinafter provided ; 
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(2) Under the circumstances, the aforesaid application of The Ohio Fuel 
Gas Company should be denied; 

The Commission orders that: 

(A) Paragraph (2) of the Commission drder issued October 2, 1942, in this 
matter be and it is hereby clarified to read: 

“(2) The threatened shortage of natural gas in the Appalachian area will be 
relieved by the construction and operation of the proposed 16-inch pipe line 
extending some 88,700 feet from a point on the main 22-inch line of Michigan 
Gas Transmission Corporation (a wholly owned subsidiary of Panhandle East- 
ern Pipe Line Company) to Detroit, near the Ohio-Michigan state line in Lucas 
County, Ohio, and connecting directly with the 16-inch main line of The Ohio 
Fuel Gas Company to Toledo at or near the Village of Maumee, Ohio” ; 

(B) Commission opinion In the Matter of Ohio Fuel Gas Company, et al., supra, 
p. 301, be and it is hereby clarified insofar as may be necessary to conform with 
the requirements of paragraph (A) above; 

(C) The aforesaid application of The Ohio Fuel Gas Company be and it is 
hereby denied. 


Order to show cause 
Eastern Oregon Light and Power Company 
(Docket No. IT-5815) 
January 13, 1948 


It appearing to the Commission that: 

(a) On April 25, 1939, Eastern Oregon Light and Power Company (herein- 
after referred to as “Eastern Oregon”) submitted to this Commission proposed 
reclassification and original cost studies required by electric plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts prescribed for 
public utilities and licensees, effective January 1, 1937, and the Commission’s 
order of May 11, 1937, pertaining thereto; 

(b) After an office review by the staff of this Commission of Eastern Oregon’s 
reclassification and original cost studies, Eastern Oregon was advised that certain 
revisions should be made to the studies; 

(c) On June 24, 1939, Eastern Oregon submitted revised original cost studies 
as requested ; 

(d) Thereafter, the staff of the Public Utilities Commissioner of Oregon, in 
collaboration with the staff of this Commission, made a field examination of 
Eastern Oregon’s reclassification and original cost studies, as revised, and as a 
result of such field examination, a joint staff report was submitted entitled 
“Eastern Oregon Light and Power Company, Baker, Oregon, Report on the 
Reclassification and Original Cost Studies of Electric Plant as at January 1, 
1987” ; : 

(e) On April 22, 1942, the joint report was transmitted to Eastern Oregon 
with the request that the accounting adjustments indicated in the report be 
made; that copies of the adjusting journal entries be submitted; that Eastern 
Oregon indicate its agreement or disagreement with the recommendation of the 
staffs respecting the disposition of $2,009.47 established by said staffs in Account 
107, electric plant adjustments; that Eastern Oregon make certain additional 
studies with respect to an amount of $2,097,047.28, established by the staffs in 
Account 107, electric plant adjustments, to determine the proper classification of 
that amount between Account 100.5, electric plant acquisition adjustments, and 
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Account 107; and to submit plans for the disposition of the amounts established 
in Accounts 100.5 and 107; 

(f) After having been granted extensions of time within which to comply, 
Eastern Oregon declined, by letter dated November 4, 1942, to comply with the 
requests referred to in paragraph (e) hereof on the grounds that the accounting 
adjustments recommended by the staffs were without merit and that Bastern 
Oregon was not subject to the jurisdiction of this Commission ; 

(g) Reports to this Commission by the companies involved show that, in 1941, 
13,010,381 kwh of the 32,379,458 kwh net energy requirements of Eastern 
Oregon’s system in the State of Oregon (or approximately 40.5%) was supplied 
from transmission facilities of Idaho Power Company, which extend from the 
State of Idaho to Durkee, Oregon, where interconnection is made with transmis- 
sion facilities of Eastern Oregon; that not over 45,949 kwh of that 13,010,381 
kwh (approximately .4 of 1%) could have been generated in the State of Ore- 
gon; that therefore the transmission facilities owned and operated by Bastern 
Oregon from the aforesaid point of interconnection at Durkee, Oregon, are facili- 
ties for the transmission of electric energy transmitted from the State of Idaho 
and consumed at points in Oregon; and that such transmission is in interstate 
commerce ; 

(h) Sueh reports show that Eastern Oregon owns and operates facilities by 
which it sells electric energy to Sumpter Power and Water Company, at Sumpter, 
Oregon, for local distribution and resale; that a substantial part of the electric 
energy so sold at wholesale may be electric energy transmitted from Idaho through 
the aforementioned interconnection; that there is nothing to indicate that it is 
unreasonable to assume this to be the fact; and that therefore Eastern Oregon 
owns and operates facilities for the sale of electric energy at wholesale in inter- 
state commerce ; 

(i) By reason of the ownership and operation of the aforesaid facilities for 
transmission and/or for sale at wholesale of electric energy in interstate com- 
merce, Eastern Oregon is a “public utility” within the meaning of that term as 
used in the Federal Power Act and as used in the orders, rules and regulations 
issued by the Commission thereunder ; 

The Commission finds that: 

It is advisable, necessary and proper and in the public interest that Eastern 
Oregon be required to show cause, under oath, why this Commission should not 
by order determine (1) that Eastern Oregon is a “public utility” as defined by 
the Federal Power Act and therefore subject to the jurisdiction of this Com- 
mission; (2) that Eastern Oregon adjust its accounts in conformity with the 
recommendations contained in the joint report of the staffs of this Commission 
and of the Oregon Commissioner, all as more fully indicated on pages 20 to 23, 
inclusive, of such report; (3) that Eastern Oregon dispose of the amount of $2,- 
009.47 established in Account 107, electric plant adjustments, in accordance with 
the recommended disposition of the said staffs contained at page 28 of the joint 
report; (4) that Eastern Oregon prepare an analysis of the $2,097,047.28 estab- 
lished in Account 107, electric plant adjustments, to determine the proper classi- 
fication of such amount between Accounts 100.5 and 107; and (5) that Eastern 


Oregon submit plans for the disposition of the amounts established in Accounts 
100.5 and 107; 


The Commission orders that on or before February 20, 1943, Eastern Oregon 
show cause under oath, if any there be, why the Commission should not find, de- 
termine and order that: 

(A) Eastern Oregon owns and operates facilities for transmission and/or sale 
at wholesale of electric energy in interstate commerce as hereinbefore set forth, 
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including a finding and determination that it is reasonable to assume that a sub- 
stantial part of the electric energy sold at wholesale to Sumpter Power and Light 
Company is electric energy transmitted from Idaho and consumed in the State 
of Oregon; and that Eastern Oregon is a “public utility” within the meaning of 
that term as used in the Federal Power Act and in the orders, rules and regula- 
tions issued by the Commission thereunder ; 

(B) Eastern Oregon adjust its accounts in conformity with the recommenda- 
tions contained in the joint report of the staffs of the Oregon Commissioner and of 
this Commission, all as more fully shown on pages 20 to 23, inclusive, of said re- 
port; 

(C) Eastern Oregon dispose of the amount of $2,009.47, established by the staffs 
in Account 107, electric plant adjustments, in accordance with the recommended 
disposition shown on page 28 of the said joint report ; 

(D) Eastern Oregon prepare an analysis of the amount of $2,097,047.28 estab- 
lished by the staffs in Account 107, electric plant adjustments, for the purpose of 
determining the proper classification of such amount between Accounts 100.5 and 
107, and submit plans for the disposition of the amounts established in Accounts 
100.5 and 107; 

(E) Eastern Oregon’s response to this order shall be in the form of an offer 
of proof and shall set forth with particularity the facts upon which it relies. 


Order approving disposition of amounts established in Account 100.5, electric 
plant acquisition adjustments, and Account 107, electric plant adjustments 


Delaware Power & Light Company 
(Docket No. IT—5810) 
January 13, 1943 


It appearing to the Commission that: 

(a) On December 20, 1939, Delaware Power & Light Company (hereinafter 
referred to as “Delaware”) filed its reclassification and original cost studies of 
electric plant with this Commission in accordance with the requirements of 
electric plant accounts instruction 2-D of the Uniform System of Accounts pre- 
scribed for public utilities and licensees, effective January 1, 1937, and the Com- 
mission’s order of May 11, 1937, pertaining thereto; 

(b) The staff of the Federal Power Commission thereafter made an examina- 
tion of Delaware’s reclassification and original cost studies of electric plant and 
submitted a report to the Commission entitled “Delaware Power & Light Com- 
pany, Wilmington, Delaware, Report on the Reclassification and Original Cost 
Studies of Electric Plant as at January 1, 1937”; 

(c) The staff recommended in its report, which was transmitted to the 
company, that Delaware prepare additional data and revise its reclassification of 
accounts and original cost studies; 

(d) Delaware subsequently submitted the additional data and revisions to its 
Studies as recommended by the staff; 

(e) Delaware established the amount of $3,151,741.35 in Account 100.5, electric 
plant acquisition adjustments, and $159,922.48 in Account 107, electric plant ad- 
justments ; and has submitted plans for the disposition of such amounts for the 
Commission's approval ; 
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(f) Delaware proposes to dispose of the amount of $159,922.48, established in 
Account 107, representing write-up and other erroneous charges to plant, by an 
immediate charge to Account 271, earned surplus ; 

(g) Delaware proposes to dispose of the amount of $3,151,741.85, established 
in Account 100.5, as follows: 

(i) Immediately charge off $405,596.35 to Account 250, reserve for deprecia- 
tion of electric plant, representing company determination of previous deprecia- 
tion accruals applicable to electric plant acquisition adjustments ; 

(ii) Immediately charge off $243,043.90 to Account 271, earned surplus, rep- 
resenting available surplus at July 1, 1942, after providing for certain re- 
quirements ; 

(iii) Amortize the balance of $2,503,101.10 over a period of fifteen years 
through Account 537, miscellaneous amortization, by equal monthly charges be- 
ginning with the month of November 1942; 

The Commission finds that: 

The proposed plans for disposition of the amounts established in Accounts 
100.5 and 107 as described in paragraphs (f) and-(g) hereof are in accordance 


with sound principles of accounting and the Commission’s Uniform System of 
Accounts ; 


The Commission orders that: 

(A) Delaware record on its books the proposed reclassification entries sub- 
mitted with its letter dated November 18, 1942; 

(B) Delaware dispose of the amount of $159,922.48, established in Account 107, 
in accordance with the plan described in paragraph (f) hereof and dispose of the 
amount of $3,151,741.35, established in Account 100.5, in accordance with the 
plan described in paragraph (g) hereof; 

(C) Delaware shall submit certified copies of the entries required by para- 


graph (B) hereof within sixty days from the date of service of this order; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations, ‘and orders issued by 
the Securities and Exchange Commission. 


Order denying rehearing 
Pacific Power & Light Company 
(Docket No. IT-5611) 
January 13, 1943 


Upon consideration of the previous orders in this proceeding, all evidence 
adduced of record, the briefs and other documents filed, the opinion and order 
of November 24, 1942, in this matter, supra, p. 329, and the applications for re- 
hearing filed on December 31, 1942, by Pacific Power &. Light Company and 
American Power & Light Company; and 

It appearing that the assignments of error do not raise any new questions 
of fact or of law which have not been previously raised by Pacific and American 
and previously considered by the Commission prior to its adoption of the order 
in question ; 
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The Commission orders that: 

The applications for rehearing of Pacific Power & Light Company and Ameri- 
ean Power and Light Company be and they-are hereby denied; provided, how- 
ever, that the consideration of American’s application for rehearing and the 
Commission's action thereon shall not be construed as recognition by the Commis- 
sion that American’s interests are such that it may be “aggrieved by an order 
issued by the Commission” as provided in section 313 of the Federal Power 
Act. 


Order rescinding order of April 18, 1942 
Appalachian Electric Power Company 
(Project No. 739) 
January 16, 1943 


Upon consideration of the record herein, including the order heretofore 
adopted by the Commission on April 18, 1942; and 

It appearing that: 

(a) In such order the Commission directed that, unless within thirty days 
of the date of the issuance of said order, the Appalachian Electric Power Com- 
pany apply for a rehearing, the Secretary is directed to request the Attorney 
General to present to the United States District Court for the Western District 
of Virginia, in the case of United States vy. Appalachian Electric Power Company, 
a motion for entry of a final decree enjoining the company from further main- 
tenance or operation of project No. 739 otherwise than under a license in the 
terms and form of the license tendered the company on November 28, 1941, as 
amended on January 20, 1942; 

(b) The order adopted on April 18, 1942, further provided that if a final de- 
cree was entered in said action enjoining the company from further maintain- 
ing and operating said project save under such license, the Secretary was di- 
rected to retender to the company the license in the terms and form of the 
license tendered the company on November 28, 1941, as amended on January 
20, 1942; 

(c) The Commission desires to reconsider its previous action ; 

The Commission finds: 

It necessary and appropriate that said order be rescinded so that further 
consideration may be given to the matter of issuance of a license to Appalachian 
Electric Power Company in accordance with the terms and conditions and exist- 
ing administration of the Federal Power Act; 

Therefore, it is ordered that: 

The order of April 18, 1942, referred to above, be and the same is hereby 
rescinded and the Secretary is directed to request the Attorney General to 
withdraw the motion hereinabove referred to and (without awaiting the fur- 
ther action of the Commission) to present to the United States District Court 
for the Western District of Virginia an amended or substituted motion for 
entry of a final decree in said action executing the mandate of the Supreme 
Court of the United States to said District Court on January 28, 1941. 
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Order issuing certificate of public convenience and necessity 


Billings Gas Company 


(Docket No. G-279) 


January 19, 1943 


Upon consideration of the application filed by Billings Gas Company on May 4, 
1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for a cer- 
tificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Billings Gas Company (hereinafter referred to as “applicant”) is en- 
gaged in the transportation of natural gas moving in interstate commerce, by 
means of its natural gas pipe lines and appurtenant facilities located in Montana 
and Wyoming and extending across the Montana-Wyoming State line at a point 
near the Elk Basin gas field in Park County, Wyoming ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act: 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas, subject to the jurisdiction of this Commission, over the 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission's regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
to Billings Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application, for the transportation of natural 
zas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority, of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matters what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to’ applicant. 
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Order approving disposition of amounts established in Account 100.5, electric 
plant acquisition adjustments, and Account 107, electric plant adjustments 


Southern California Edison Company Ltd. 
January 19, 1943 


It appearing to the Commission that: 

(a) On August 28, 1941, Southern California Edison Company Limited (here- 
inafter referred to as “Southern California”) filed its reclassification and original 
cost studies of electric plant with this Commission in accordance with the require- 
ments of electric plant accounts instruction 2-D of the Uniform System of Ac- 
counts prescribed for public utilities and licensees, effective January 1, 1937, and 
the Commission's order of May 11, 1987, pertaining thereto; 

(b) The staff of the Railroad Commission of the State of California and the 
staff of the Federal Power Commission thereafter made an examination of 
Southern California’s reclassification and original cost studies of electric plant 
and submitted a joint report entitled “Southern California Edison Company Ltd., 
Los Angeles, California, Report on the Reclassification and Original Cost Studies 
of Electric Plant as at January 1, 19387”; 

(c) The staffs recommended in their report, which was transmitted to the 
company, that Southern California prepare additional data and revise its re- 
classification of accounts and original cost studies, and submit plans for the 
disposition of amounts established in Accounts 100.5, electric plant acquisition 
adjustments, and 107, electric plant adjustments ; 

(d@) Southern California subsequently submitted the additional data and 
revisions to its studies as recommended by the staffs ; 

(e) Southern California established the amount of $4,775,345.77 in Account 
100.5, electric plant acquisition adjustments, and $7,174,188.90 in Account 107, elec- 
tric plant adjustments, as of. January 1, 1937, the effective date of the Uniform 
System of Accounts; 

(f) The amounts established in Account 100.5, electric plant acquisition adjust- 
ments, and Account 107, electric plant adjustments, as of January 1, 1937, have 
been reduced to $3,927,082.54 and $7,172,891.35, respectively, as of December 31, 
1942, by the retirements of property subsequent to the effective date of the Uni- 
form System of Accounts; 

(g) Southern California proposes to dispose of the remaining amount of 
$7,172,891.35, established in Account 107, as follows: 


. To Account 200, common stock * 5, , 200. 15 
. To Account 250, reserve for depreciation, representing deprecia- 

tion accruals on amounts established in Account 107 and 

SEO TOR TI orci ierciasstie nent sagiercentmentnma aes 535, 516. 36 
. To earned surplus, being the balance of amount established 

in Account 107 os 174. 84 


(h) Southern California proposes to dispose of the remaining amount of $3,- 
927,082.54, established in Account 100.5, by amortizing said amount over a period 
of fifteen years through Account 505. 


1The company plans to state its common stock at the amount received therefor in accord- 


ance with the California law and this will result in an adjustment in the present book 
amount thereof. 
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The Commission finds that: 

(1) Southern California’s proposed plans for the disposition of $7,172,891.35, 
classified in Account 107, as described in paragraph (g) heréof, is in conformity 
with sound principles of accounting and the Commission’s Uniform System of 
Accounts; 

(2) Southern California’s proposed plans for the disposition of $3,927,082.54, 
classified in Account 100.5, as described in paragraph (h) hereof, is in conformity 
with sound principles of accounting and the Commission’s Uniform System of 
Accounts, provided the amortization charges are made to Account 537, miscella- 
neous amortization. 

The Commission orders that: 

(A) Southern California record on its books the proposed reclassified entries 
submitted with its letter dated January 13, 1943 ; 

(B) Southern California dispose of the amount of $7,172,891.35, established in 
Account 107, in accordance with the plan described in paragraph (g) hereof; and 
dispose of the amount of $3,927,082.54, established in Account 100.5 by amortiza- 
tion over a fifteen-year period through annual charges to Account 537, miscella- 
neous amortization ; 

(C) Southern California shall submit certified copy of entries required by 
paragraphs (A) and (B) hereof within sixty (60) days of the date of service 
of this order. 


Order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Company 
(Docket No. G—252) 
January 26, 1943 


Upon consideration of the application filed by Arkansas Louisiana Gas Com- 
pany on April 14, 1942, as amended December 7, 1942, pursuant to section 7 (c) 
of the Natural Gas Act, as amended, for a certificate of public convenience and 
necessity authorizing the continuation of operations by the company, subject to 
the Commission’s jurisdiction, in which the company, on February 7, 1942, and 
subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Arkansas Louisiana Gas Company (hereinafter referred to as “applicant” ) 
is engaged in the transportation of natural gas in interstate commerce and in 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption by means of its natural gas pipe lines and appurtenant facilities 
described in its application as amended, extending across the state lines of 
Arkansas, Louisiana, and Texas ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 
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(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies witht he Commission’s regulations as to form and content : 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Arkansas Louisiana Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application as amended, for the 
transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as effecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issue of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Chicago District Pipeline Company 
(Docket No. G—289) 
Februery 8, 1943 


Upon consideration of the application filed by the Chicago District Pipeline 
Company on May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, 
has been bona fide engaged ; and 

It appearing to the Commission that: 

(a) Chicago District Pipeline Company, an Illinois corporation (herein- 
after referred to as “applicant”), is engaged in the transportation of natural 
gas in interstate commerce and in the sale of natural gas in interstate com- 
merce for resale for ultimate public consumption in the States of Illinois 
and Indiana by means of its facilities located in Rutland Township, La Salle 
County, near Wedron, Illinois, and by means of its natural gas pipe line and 
appurtenant facilities extending from a point in Joliet Township, Will County, 
near Joliet, Illinois, to the City of Chicago, Illinois, and to the Ilinois-Indiana 
state line near Chicago; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7 of 
the Federal Register, page 4004, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act: 


582231—44—-vol. 3—_-58 
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(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commissicn’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Chicago District Pipeline Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the trans- 
portation and sale of natural gas, subject to the jurisdiction of this Commission; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Determination and order for emergency use of interconnections 
Puget Sound Power & Light Company 
(Docket No. IT-5812) 
February 3, 1943 


Puget Sound Power & Light Company filed an application on December 28, 
1942, for approval by the Commission, pursuant to section 202 (d) of the Federal 
Power Act, of certain interconnections in the State of Washington with The Wash- 
ington Water Power Company, City of Seattle, and Bonneville Power Admin- 
istration, as permanent interconnections for emergency use. 

From the application, it appears that: 

(a) Puget Sound Power and Light Company (hereinafter designated as Puget) 
is a Massachusetts corporation having its principal office in Seattle, Washington, 
and engaged in the generation, transmission, distribution, and sale of electric 
energy in the western and central sections of that state. 

(b) The Washington Water Power Company (hereinafter designated as Water 
Power) is a Washington corporation having its principal office in Spokane, Wash- 
ington, and engaged in a general electric utility business in the eastern part of that 
state and in the northern part of Idaho, 

(c) City of Seattle (hereinafter designated as Seattle) is a Washington mu- 
nicipal corporation having its principal office in Seattle, Washington, and through 
its Department of Lighting, engaged in a general electric utility business in 
Seattle and its immediate environs in King County, Washington. 
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(d) Bonneville Power Administration (hereinafter designated as Bonneville) 
is an agency of the United States under the Department of the Interior, having 
its principal office at Portland, Oregon, and engaged in transmitting and selling 
at wholesale in Oregon, Washington, and Idaho, electric energy generated at 
the Bonneville and Grand Coulee hydroelectric plants of the United States. 

(e) The interconnections of Puget with Water Power sought to be approved 
are: 

(i) A 110-kilovolt, 25,000-kilowatt transmission line between the Chelan Falls 
power plant of Water Power and the East Wenatchee substation of Puget, used 
primarily to enable Puget to supply adequate electric power to the Chicago, 
Milwaukee, St. Paul & Pacific Railroad (hereinafter designated as Railroad), 
facilitating the carrying of such load by Puget or Water Power in case of emer- 
gency impairing the ability of either system to carry its portion thereof, and also 
for the interchange of electric power and energy between Puget and the various 
utility systems in the Northwest Regional Power Pool (hereinafter designated as 
Northwest Pool and more fully described). 

(ii) A 55/110-kilovolt, 13,500-kilowatt transformer bank at the Snoqualmie 
Falls hydroelectric plant of Puget, with a 110-kilovolt transmission line to Cedar 
Falls on the Railroad, where it connects with a similar line of the latter extending 
to Taunton and connecting there with 110-kilovolt lines of Water Power. 

(iii) A 110-kilovolt oil circuit breaker and connection facilities of 25,000-kilo- 
watt capacity between the substations of Puget and Railroad at Cle Elum, main- 
tained to increase the capacity of the foregoing interconnections via the trans- 
mission line of Railroad when necessary and to provide for greater reliability of 
service to Railroad, but closed only when operating conditions require. 

These three interconnections, which have been in operation for many years, were 
established primarily to supply power to Railroad (which permits the use of its 
transmission line by Puget and Water Power), and in emergencies are used for 
exchange of electric energy between Puget and Water Power pursuant to their 
interchange agreement dated March 26, 1942. 

(iv) A proposed 110-kilovolt, 25,000-kilowatt transmission line between the 
switching station of Puget at Renton and the substation of Railroad nearby, to 
augment the exchange of electric energy between Puget and Water Power and for 
further reliability of service to Railroad. 

(f) The interconnection of Puget with Seattle sought to be approved consists 
of a 56-kilovolt, 30,000-kilowatt transmission line between the Canal substation of 
Puget and the North substation of Seattle (both located in the northerly section 
of that city), with transforming and regulating equipment at the latter. 

This interconnection was established under a contract between Puget and 
Seattle dated August 3, 1937, and providing for the exchange of surplus hydro- 
electric energy and economy flow steam generation and a pooling of reserve 
capacity for mutual assistance in emergencies. 

(g) The interconnections of Puget with Bonneville sought to be approved 
have recently been made in temporary condition, to be completed in perman- 
ent condition when facilities are obtained and installed, under a proposed con- 
tract now being negotiated. These interconnections are: . 

(i) A 110-kilovolt, 75,000-kilowatt connection between the Renton substa- 
tion bus of Puget and the 110-kilovolt transmission line of Bonneville from 
its Covington substation. This interconnection was constructed under an ar- 
rangement with Bonneville to provide for the return to Puget of approximately 
25,000 kilowatts supplied for Bonneville by Puget to the Ohio Ferro Alloys Com- 
pany plant of Defense Plant Corporation near the Rock Island hydroelectric 


plant of Puget, thereby saving critical materials otherwise required by Bonne- 
ville. 
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(ii) A 110-kilovolt transmission line between the substations of Puget and 
Bonneville at Bremerton, with a 110/66-kilovolt transformer bank and regulat- 
ing equipment at the Puget substation. The temporarily installed 7,500-kilo- 
watt transformer bank (with fans increasing the rated capacity to 10,000 kilo- 
watts) is to be replaced with a permanent transformer bank of 30,000-kilo- 
watt capacity upon delivery of equipment. This interconnection augments the 
power supply available to Puget in the Bremerton area, purSuant to Directive 
No. 1 issued October 7, 1942, under Limitation Order L-94 of the War Produc- 
tion Board, under an agreement whereby Bonneville, through a displacement 
arrangement with the municipal electric system of the City of Tacoma, delivers 
power to Puget at Bremerton, thereby saving critical materiais otherwise re- 
quired by Puget. 

(h) Assertedly, such interconnections are part of the Northwest Pool formed 
by electric utility systems in Oregon, Washington, Idaho, Montana, and Utah, 
pursuant to the aforesaid Limitation Order L-94 of the War Production Board, 
to increase the availability of power in the area and conserve critical mate- 
rials and resources for the war effort. The War Production Board has issued 
priority certificates to Puget for facilities necessary for the aforesaid inter- 
connections with Bonneville at Renton and Bremerton. 

(i) The Commission is requested to issue an order: 

(i) Approving the making of the aforesaid interconnections and the continued 
use thereof and related facilities, during the continuance of the present war 
emergency and for ninety days after the cessation of hostilities. 

(ii) Finding and determining that such use of the interconnections shall not 
subject Puget to the jurisdiction of the Commission as a public utility or in any 
way affect its status under the Act. 

(iii) Finding and determining that such interconnections and filing of the 
aforesaid application and any determination or order made thereunder shall 
be without prejudice to and in no way affect the proceedings pending before 
the Commission In the Matter of Nelson J. Ambrose, et al. (docket No, ID—127), 
in which Puget intervened, and In the Matter of Puget Sound Power & Light 
Company (docket No. IT-5649), or any other. matter now pending or which may 
come before the Commission or any other regulatory agency. 

The Comniission, upon consideration of the application and other pertinent 
material in its records and files, finds that: 

(1) Puget generates, transmits, and sells electric energy in Washington and 
the contentions of the Commission staff in the aforesaid proceedings in dockets 
Nos. ID-127 and IT-5649 are that Puget owns and operates facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce 
and is a public utility within the meaning of section 201 of the Federal Power 
Act. 

(2) Water Power owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and has been classified 
as a public utility within the meaning of section 201 of the Federal Power Act. 

(3) Seattle is a political subdivision of the State of Washington within the 
meaning of section 201 (f) of the Federal Power Act. 

(4) Bonneville is an agency of the United States within the meaning of 
section 201 (f) of the Federal Power Act. 

(5) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, limitations on the supply and trans- 
portation of fuel for electric generating plants, restrictions on the contruction 
and installation of additional electric generating and transmission facilities, and 
emergencies in the maintenance of adequate supplies of electric energy essential 
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to the war effort, necessitating the interconnection of electric facilities, particu- 
larly in the areas served by Puget, Water Power, Seattle, Bonneville, and inter- 
connected systems. 

(6) The use of the existing interconnections of Puget with Water Power over 
and above their normal use in the operation of those systems, and the use of the 
proposed interconnections of Puget with Water Power and of the existing inter- 
connections of Puget with Seattle and Boneville, during the present war emer- 
gency, but not beyond ninety days after the cessation of hostilities, are desirable 
in the public interest to aid in the war effort as hereinafter provided and should 
not affect the status of Puget under the Federal Power Act. 

(7) The provisions hereinafter specified make it unnecessary to pass upon other 
aspects of the application. 

Wherefore, the Commission determines and orders that: 

(A) The use of the existing interconnections of Puget with Water Power over 
and above their normal use in the operation of those systems, and the use of the 
proposed interconnection of Puget with Water Power and of the existing inter- 
connections of Puget with Seattle and Bonneville, during the present war emer- 
gency, but not beyond ninety (90) days after the cessation of hostilities, shall 
not affect the status of Puget under the Federal Power Act. 

(B) This determination and order is expressly limited to the use of the inter- 
connections as provided herein, and any and all exemptions granted hereby are 
expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contentended by or on behalf 
of Puget that anything done pursuant hereto affects, or shall in any way affect, the 
determination of the status of Puget under the Federal Power Act by reason of its 
operations other than the use of the existing interconnections of Puget with 
Water Power over and above their normal use in the operation of those systems 
and the_use of the proposed interconnection of Puget with Water Power and of 
the existing interconnections of Puget with Seattle and Bonneville pursuant 
hereto. 

(ii) Anything done pursuant hereto shall be without prejudice or advantage 
to, and shall in no way affect, the existing rights and obligations of Puget in the 
aforesaid proceedings in dockets Nos. ID—127 and IT-5649 or in any other pro- 
ceedings now pending or which may come before the Commission or any other 
regulatory agency. 

(iii) Such exemptions shall terminate and cease to have force or effect from 
and after ninety (90) days following the cessation of present war hostilities, 
unless the Commission shall hereafter extend such exemptions by further order. 

(C) For the purpose of this determination and order and as used herein, “use 
of the existing interconnections of Puget with Water Power over and above their 
normal use in the operation of those systems” means use in addition to or in ex- 
cess of the use of each such interconnection during the corresponding periods of 
1940, with allowance for increased use by Railroad, as reported to the Commis- 
sion and as supplemented by detailed delivery information entered upon log 
sheets and other records regularly maintained at such interconnection points. 

(D) Puget shall promptly file with the Commission two copies of each of its 
interchange agreements with Water Power, Seattle, and Bonneville involving 
the aforesaid interconnections, and shall report to the Commission on the fifth 
day of each month hereafter the amounts of electric energy received and trans- 
mitted in each direction during the preceding month through such intercon- 
nections, as well as such other or special reports as the Commission may from 
time to tii: require. 
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(E) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid interconnections are being used within the limitations of this deter- 
mination and order, and if the Commission finds otherwise, may modify or ter- 
minate any or all provisions of this determination and order. 


Order amending order of August 11, 1942, providing for an alternative plan of 
disposition of the amount established in Account 107, electric plant adjustments 


Missouri Service Company 





(Docket No. IT-5778) 


February 3, 1948 





It appearing to the Commission that: 
(a) On August 11, 1942, the Commission adopted an order approving, among 
other things, the disposition of a debit amount of $169,239.97 established by 
Missouri Service Company in Account 107, electric plant adjustments, in acco: d- 
ance with a plan of disposition proposed by the company : 

(b) On October 2, 1942, Missouri Service Company submitted an alternative 
plan of disposition for the amount of $169,239.97 whereby it proposed the im- 
mediate charge-off of $2,101.11 to Account 270, capital surplus; $80,109.51 to 
Account 271, earned surplus (the balance available at December 31, 1941) ; and 
the amortization of the balance of $87,029.35 over a period of 8 years by charg:’s 
to Account 271, earned surplus; 

(c) Of the amount of $169,239.97, the amount of $166,794.55 represents write- 


ups in the plant accounts of Missouri Service Company reflected in the accounts 
through appraisals; 

The Commission finds that: 

(1) Write-ups have no place in plant accounts and should be eliminated there- 
from by an immediate charge-off to earned surplus or a capital surplus created 
for the purpose ;* 

(2) Missouri Service Company’s alternative plan of disposition, referred to 
in paragraph (b) above, should be disapproved to the extent that it provides 
for the amortization of a part of the amount established in Account 107, elec- 
tric plant adjustments; 

The Commission orders that: 

(A) Missouri Service Company, as an alternative to the plan of disposition 
for the $169,239.97 approved by the order of August 11, 1942, may dispose of 
that amount by immediately charging $2,101.11 to Account 270, capital surplus, 
and $167,138.86 to Account 271, earned surplus; 

(B) Within ninety (90) days from the date of service of this order, Missouri 
Service Company shall submit certified copies of (1) the entries effecting the dis- 
position of the amount of $28,187.17, established in Account 100.5, in accordance 
with the plan described in paragraph (e) of the order of August 11, 1942, (2) 
the entries effecting the disposition of a debit amount of $17,694.33 and a credit 
amount of $19,168.84, established in Account 107, in accordance with the plan 
described in paragraph (f) of the order of August 11, 1942, and (3) the entries 
effecting the disposition of the debt amount of $169,239.97, established in Ac- ’ 
count 107, in accordance with paragraph (A) hereof or paragraph (f) of the 
said order of August 11, 1942. 

















1 See our opinion and order In the Matter of Pacific Power & Light Company, docket No. 
IT-5611, supra, pp. 329, 336. 
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Order firing date of hearing 
The East Ohio Gas-Company 
(Docket No. G—115) 
February 3, 1943 


It appearing to the Commission that: 

(a) On October 26, 1988, the City of Cleveland filed with the Commission a 
petition praying for an investigation and a determination by the Commission 
of the cost of transportation in interstate commerce of natural gas by The Hast 
Ohio Gas Company from the Ohio River to the city gate of Cleveland, Ohio; by 
order of February 14, 1939, the Commission instituted an investigation to 
determine the cost of transportation of natural gas by The Bast Ohio Gas Com- 
pany from the Ohio River to the city gate of Cleveland, Ohio; on March 16, 
1939, the company petitioned for a rehearing and stay of the order of the Com- 
mission on February 14, 1939; on April 14, 1939, the Commission denied the 
application for rehearing and stay, and amended the order instituting investiga- 
tion ; on June 13, 1939, the company filed a petition for review of the Commission's 
orders of February 14, 1939, and April 14, 1939, with the United States Circuit 
Court of Appeals for the Sixth Circuit; and on November 8, 1940, said Cireuit 
Court of Appeals dismissed the petition [Hast Ohio Gas Co. v. Federal Power 
Commission, 115 F. (2d) 385] for want of jurisdiction holding on the authority 
of Federal Power Commission v. Metropolitan Bdison Co. et al. 304 U. 8. 375, 
that the challenged order of February 14, 1939, is not reviewable under section 
19 (b) of the Natural Gas Act which does not contemplate a review of orders of 
a procedural, interim, and preliminary character which are merely the means 
whereby the Commission has taken initial steps to the formulation of an ultimate 
determination; the company did not file in the Supreme Court of the United 
States a petition for certiorari with respect to said decision of said Circuit 
Court of ‘Appeals, but since said date has failed and refused to comply with 
paragraph (B) of the Commission order of February 14, 1939, which required 
the company to furnish to this Commission, under oath, on or before April 17, 
1939, certain enumerated data respecting inventories, facilities and expenses 
enumerated in said order: 

(bo) On June 25, 1942, the Cities of Euclid, docket No. G-899, and Cleveland, 
Ohio, docket No. G—400, filed with this Commission separate complaints against 
The East Ohic Gas Company in practically identical form, and the City of 
Lakewood, Ohio, docket No. G—401, filed a similar complaint on June 29, 1942. 
Said cities complained that The East Ohio Gas Company has failed and refused 
to comply with various regulations and orders of this Commission, including the 
order of this Commission of February 14, 1939. Said cities allege that they 
have a substantial interest in the enforcement of the Commission's orders and 
in the determination of the company's original cost. Said cities pray this Com- 
mission to enforce its said orders and to determine said original cost ; and 

(c) On July 5, 1938, by its Order No. 51 and pursuant to the authority vested 
in it by sections 10 and 14 of the Natural Gas Act, the Commission instituted in- 
vestigation of natural-gas companies and directed the filing of reports by such 
companies. On August 15, 1988, The East Ohio Gas Company filed a response 
to the questionnaire authorized by said Order No. 51 and supplied the information 
called for thereby, including a map showing the location of its facilities and a 
description of the use and method of operation of such facilities, and the Com- 
mission has relied upon such facts which were supplied to it by said company. 
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Said company. transports to various points in the State of Ohio natural gas pro- 
duced outside of Ohio and delivered into its transmission systems at the West 
Virginia-Ohio Stateline. In Hast Ohio Gas Company v. Tar Commission, 283 U. 8. 
465, the Supreme Court of the United States held that said company’s transporta- 
tion of natural gas in the State of Ohio is interstate commerce, using the following 
language : i 

“The transportation of gas from wells outside Ohio by the lines of the pro- 
ducing companies to the state line and thence by means of applicant’s high pres- 
sure transmission lines to their connection with its local systems is essentially 
national—not local—in character and is interstate commerce within as well as 
without that State.” 

The Commission finds that: 

It is advisable, necessary and proper, in the public interest, to hold a hearing 
at this time in the investigation into and concerning the cost of natural gas service 
rendered by said company from the Ohio River to the city gate serving Cleveland, 
Euclid, and Lakewood, Ohio; 

The Commission orders that: 

(A) A public hearing be held in Room 331, Old Post Office Building, Cleveland, 
Ohio, on March 8, 1943, at 10:00 a. m., for the purpose of determining: 

(i) Whether The East Ohio Gas Company is a natural-gas company within the 
meaning of the Natural Gas Act; and 

(ii) The cost of natural-gas service rendered by said company, including the 
cost of transportation of natural gas by said company from the Ohio River to the 
city gate serving Cleveland, Euclid and Lakewood, Ohio; 

(B) Interested State Commissions may participate in the hearing as provided 
in section 67.4 of the Provisional Rules of Practice and Regulations under the 
Natural Gas Act. 


Order issuing certificate of public convenience and necessity 
Western Oklahoma Gas Company 
(Docket No. G-306) 
February 3, 1943 


Upon consideration of the application filed by Western Oklahoma Gas Company 
on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which the 
company on February 7, 1942, and subsequent thereto, has been bona fide en- 
gaged ; and 

It appearing to the Commission that: 

(a) Western Oklahoma Gas Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption by means of its natural-gas pipe lines extending from Le Flore and 
Sequoyah Counties in Oklahoma across the Oklahoma-Arkansas state line into 
Arkansas; 

(6) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, Fed- 
eral Register, page 4011, and no protest thereto has been received ; 
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The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes deseribed in its application and exhibits attached thereto, and has 
so operated since that time; 

(3) The application’ was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies with 
the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
to Western Oklahoma Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, for the transportation and 
sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in ag¢cordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations or orders heretofore or hereafter issued by 
the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Eastern Pipe Line Company 
(Docket No. G-349) 
February 3, 1943 


Upon consideration of the application filed by Eastern Pipe Line Company 
on May 8, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Eastern Pipe Line Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas moving in interstate commerce 
by means of its pipe line and appurtenant facilities, described in its application, 
extending from the New York-New Jersey state line at a point near Unionville, 
New York, through Sussex, Passaic, and Bergen Counties, New Jersey, to the 
New Jersey-New York state line at a point near Tappan, New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4005; and no protest thereto has been received; 
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The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas, subject to the jurisdiction of this Commission, over the route 
described.in its application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commissio# within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Hastern Pipe Line Company authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transportation 
of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order requiring transmission and delivery of electric energy 
Bonneville Power Administration and The Washington Water Power Company 
(Docket No. IT-—5818) 

February 15, 1943 


Upon consideration of the request of Bonneville Power Administration (here- 
inafter called Bonneville) for Commission action to require The Washington 
Water Power Company (hereinafter called Water Power) to transmit and 
deliver electric energy for the account of Bonneville to supply certain war estab- 
lishments at Spokane, Washington; and 

The United States being engaged in a state of war declared to éxist by the 
Joint Resolutions of the Congress approved December 8 and 11, 1941, and June 
8, 1942; and 

The Commission having undertaken, pursuant to the President’s directives of 
September 26 and October 22, 1942, certain responsibilities to arrange for the 
electric power supply for war plants and establishments from the cheapest 
sources consistent with war requirements and, where appropriate, the direct 


sale of power to such plants and establishments through the facilities of inter- 
mediate agencies; and 
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It appearing to the Commission that: 

(a) The War Department is constructing‘ at Spokane, Washington: 

(i) A pumping station on the west bank of the Spokane River within the Fort 
George Wright military reservation, which will require initially about 500 kilo- 
watts of electric energy and ultimately an estimated 1,000 kilowatts of such 
energy to be served from an extension of the Fort’s electric facilities. 

(ii) A hospital known as Baxter General Hospital east of the Spokane River, 
which will require an estimated 700 kilowatts of electric energy when in opera- 
tion and can be supplied from the nearby lines of Water Power. 

(b) Bonneville has offered to furnish the electric power supply required for 
the operation of such pumping station and hospital through the facilities of 
Water Power, at the cheapest available rate. 

(c) Water Power, whose system is interconnected with that of Bonneville in 
the vicinity of Spokane, Washington, and elsewhere, has facilities to transmit 
and deliver electric energy for the account of Bonneville to Fort George Wright 
and the aforesaid hospital. 

The Commission, upon consideration of the foregoing and other pertinent data 
in its records and files, finds that: 

(1) The aforesaid pumping station and hospital of the War Department at 
Spokane, Washington, are war establishments within the meaning of the Presi- 
dent’s directives of, September 26 and October 22, 1942, concerning electric 
power supply for war plants and establishments. 

(2) Bonneville is the cheapest source consistent with war requirements from 
which the electric power supply for such pumping station and hospital can be 
provided. 

(3) The facilities of Bonneville are not directly connected with such pumping 
station and hospital, but the electric power supply required for their operation 
can be provided by Bonneville through the facilities of Water Power. 

(4) Water Power has the necessary facilities to transmit and deliver, as an 
intermediate agency, electric energy from Bonneville to Fort George Wright and 
the aforesaid hospital. 

(5) It is necessary and appropriate, in order to provide for the electric power 
supply for such pumping station and hospital from the cheapest source consist- 
ent with war requirements, to conserve the use of critical materials, and serve 
the public interest, that Water Power transmit and deliver, for a reasonable 
eharge, for the account of Bonneville, electric energy to the extent specified in 
subparagraphs (a)(i) and (a) (ii) above as may be required for the operation 
of the pumping station and hospital. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act and the aforesaid directives of the President, the Commission orders that: 

(A) Water Power transmit and deliver for the account of Bonneville, electric 
energy to the extent hereinabove specified as may be required for the aforesaid 
pumping station and hospital of the War Department at Spokane, Washington, 
during the present war emergency and 90 days after the cessation of hostilities, 
unless otherwise ordered by the Commission. 

(B) The acts to be done pursuant to this order shall be initiated immediately 
und carried forward without delay, and in no event shall they be delayed pend- 
ing determination of the terms or conditions of any agreement between the 
parties affected. In the event that such parties fail to agree upon the terms or 
conditions of any agreement which may be necessary or appropriate to the exe- 
cution of this order, the Commission will, by supplemental order, prescribe such 
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conditions as it finds to be just and reasonable, including the compensation or 
reimbursement which shall be paid to or by any such party. 

(C) Water Power and Bonneville file with the Commission, within 21 days 
efter the date of this order, a statement of all arrangements necessary for such 
transmission and delivery service; and within 10 days after such service is 
commenced, a report of all arrangements made or entered therefor, as well as 
such other or special reports as the Commission may from time to time require. 


Order issuing certificate of public convenience and necessity 
Monongahela West Penn Public Service Company 
(Docket No. G-366) 

February 16, 1943 


Upon consideration of the application filed by Monongahela West Penn Public 
Service Company and dated May 7, 1942, pursuant to Section 7 (c) of the 
Natural Gas Act, as amended, for a certificate of public convenience and necessity 
authorizing the continuation of operations by the company, subject to the Com- 
mission’s jurisdiction, in which the company, on February 7, 1942, and subse- 
quent thereto, -has been bona fide engaged; and 

It appearing to the Commission that : 

(a) Monongahela West Penn Public Service Company (hereinafter referred 
to as “applicant”) is engaged in the transportation of natural gas in interstate 
commerce and in the sale of natural gas in interstate commerce for resale for ul- 
timate public consumption by means of its natural gas pipe lines and appurte- 
nant facilities described in its application, situated in the State of West Virginia 
and extending from two points on the West Virginia-Pennsylvania state line 
southwesterly through Monongahela and Marion Counties into Harrison and 
Wetzel Counties in West Virginia; ~ 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulation; as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Monongahela West Penn Public Service Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for the 
transportation and sale of natural gas subject to the jurisdiction of 
this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
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mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(EB) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order authorizing transmission of electric energy to Mewico and rescinding 
previous authorization granted April 7, 1936 


Lon P. Piper, Guerrero-Zapata Bridge Company, and Central Power and Light 
Company 


(Docket No. IT-5381) 


February 16, 1943 


It appearing that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission by 
order adopted April 7, 1936, authorized Lon P. Piper, an individual residing 
in San Antonio, Texas, to transmit electric energy from a point near Zapata, 
Texas, to the international boundary line on the international bridge between 


Zapata, Texas, and Guerrero, Tamaulipas, Mexico, for use in the Mexican Cus- 
tom House in connection with the operation of said international bridge, subject 
to the further order of the Commission ; 

(b) On August 14, 1942, Guerrero-Zapata Bridge Company, a Texas corpora- 
tion (hereinafter referred to as the company) with principal office at Zapata, 
Texas, filed an application pursuant to section 202 (e) of the Act for authority 
to transmit electric energy to Mexico over the same facilities used by Lon 
P. Piper for said transmission and the company filed as part of the application 
a certified copy of a certain deed dated August 6, 1941, whereby the company 
purchased said facilities from Lon P. Piper ; 

(c) On August 14, 1942, Central Power and Light Company, of Corpus Christi, 
Texas, the owner of the source of supply (hereinafter referred to as the Light 
Company), filed an application joining in the aforesaid application filed by the 
company ; 

(d) The electric energy hereinafter authorized to be transmitted to Mexico 
will be generated in one of the Light Company’s generating plants and will be 
transmitted over its transmission facilities to a point on the United States 
side of the international bridge at Zapata, Texas, where said energy will be 
delivered to the company for transmission to Mexico in accordance with the terms 
and conditions of a rate schedule filed as Exhibit A to the Light Company’s 
application ; 

(e) On November 23, 1942, the company accepted the terms and conditions 
of a Presidential Permit signed by the President of the United States on October 
21, 1942, authorizing the operation and maintenance at the border of the United 
States of facilities used in the transmission of electric energy to Mexico, here- 
inafter authorized ; and 
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The Commission finds that: 
(1) The company is now the transmitter of the electric energy hereinafter 
authorized to be transmitted to Mexico and the Light Company is the owner of 
the source of supply of said electric energy; and, therefore, the order of April 
7, 1936, authorizing Lon P. Piper to transmit electric energy to Mexico should 
be rescinded ; 

(2) The transmission of electric energy as hereinafter authorized will not 
impair the sufficiency of electric supply within the United States; 

(3) The transmission of electric energy as hereinafter authorized will not 
impede or tend to impede the coordination in the public interest of facilities 
subject to the jurisdiction of the Commission; and 

It is ordered that: 

(A) The aforesaid order of April 7, 1986, authorizing Lon P. Piper to transmit 
electric energy to Mexico be and it hereby is rescinded ; 

(B) The company and the Light Company be and they hereby are authorized 
to transmit electric energy from the United States to Mexico in the manner 
described and at the point designated in their respective applications filed on 
August 14, 1942; 

(C) The amount of electric energy to be so transmitted shall not exceed 
6,000 kilowatt-hours per year nor be transmitted at a rate in excess of 3 
kilowatts ; 

(D) The authorization herein granted may be modified, from time to time, 
cor terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit described in paragraph (e) above; 

(E) The said companies shall install and maintain adequate metering equip- 
ment to measure the flow of all energy transmitted from the United States to 
Mexico pursuant to the authorization herein granted, and shall make, keep, and 
preserve full and complete records with respect to the movement of such energy ; 

(F) The said companies shall furnish to the Commission such reports with 
respect to said transmission of electric energy as the Commission may deem 
necessary or appropriate; 

(G) The said companies shall comply with the provisions of section 32.38 of 
the Commission’s Rules of Practice and Regulations prescribed pursuant to the 
provisions of the Federal Power Act; 

(H) This authorization shall not deprive any State, State regulatory com- 
mission, or the Republic of Mexico, of the exercise of the lawful authority vested 
in such State, State regulatory commission, or the Republic of Mexico, over the 
said companies ; 

(I) This authorization shall not be construed as an acquiescence by the Com- 
mission in any valuation of property, rate schedules, or in any operating state- 
ments claimed or asserted herein by said companies ; 

(J) Transfer or assignment of this authorization by operation of law or other- 
wise, except by involuntary transfer, including judicial sale and foreclosure sale, 
shall not be valid, and this authorization shall thereupon automatically terminate 
unless this Commission shall approve such transfer or assignment prior to the 
effective date thereof; 

(K) Concurrently with the service of this order the aforesaid Presidential 
Permit shall be released and transmitted to the company. 





Pe 


wi 


ve 
fa 
St 
ar 


B 
SO 
or 
by 








APPENDIX—ORDERS 


Order granting consent to mortgage facilities 


Border Pipe Line Company 









(Docket No. G—228) 







February 23, 1943 






































Upon consideration of the application filed February 10, 1943, by Border Pipe 
Line Company for permission to mortgage facilities authorized by Presidential 
Permit issued to Border Pipe Line Company on November 17, 1942, pursuant 
to Executive Order No. 8202, and for permission to mortgage the Presidential 
Permit; and 

It appearing to the Commission that: 

(a) By the Commission's order of October 10, 1942, Border Pipe Line Company 
was granted authority to export natural gas from the United States to the 
Republic of Mexico, which order was subsequently modified by order of November 
4, 1942; 

(b) A Presidential Permit was issued to Border Pipe Line Company on No- 
vember 17, 1942, authorizing the construction, operation and maintenance of 
facilities for the exportation of natural gas at or near the border of the United 
States and Mexico and connecting with the pipe line of the American Smelting 
and Refining Company ; 

(c) Article 6 of the Presidential Permit provides, in part, that the permittee, 
Border Pipe Line Company, shall not sell, lease, assign, transfer, encumber, con- 
solidate, merge, or otherwise dispose of the permit or of the works and facilities, 
or any part thereof, covered by the permit except upon notice to, and approval 
by, the Federal Power Commission ; 

The Commission finds that: 

It is appropriate to permit Border Pipe Line Company to mortgage its facilities, 
at or near the border, authorized by the Presidential Permit as hereinafter 
provided ; 

The Commission orders that: 

(A) Border Pipe Line Company be and it hereby is permitted to mortgage its 
facilities, at or near the border, authorized by the Presidential Permit; provided, 
that this order shall not be construed as authority to pledge, mortgage or other- 
wise encumber the Presidential Permit ; 

(B) Except as above provided, nothing herein contained shall be construed as 
an approval by the United States, the President, or the Federal Power Commission 
of any loan, mortgage, or other financing by Border Pipe Line Company or any 
affiliate of Border Pipe Line Company. 





Order issuing certificate of public convenience and necessity 
North Central Gas Company 


(Docket No. G-380) 








February 23, 1943 


Upon consideration of the application made by the North Central Gas Company, 
dated May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in which 
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the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to-the Commission that: 

(a) North Central Gas Company, a Wyoming corporation (hereinafter referred 
to as “applicant”’), is engaged in the transportation of natural gas in interstate 
commerce by means of its natural-gas pipe lines and appurtenant facilities situated 
in the States of Wyoming and Nebraska and extending across the boundaries 
thereof ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received; 

The Commission finds that: i 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas subject to the jurisdiction of this Commission over the routes 
described in its application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies with 
the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessary be and it is hereby issued 
to North Central Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then as described in its application, for the transportation of natural gas 
subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations or orders heretofore or hereafter issued by 
the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 


Order issuing certificate of public convenience and necessity 
Northern Utilities Company 
(Docket No. G-381) 


February 23, 1943 


Upon consideration of the application made by Northern Utilities Company, 
dated May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continua- 
tion of operations by the company, subject to the Commission’s jurisdiction, in 
which the company, on February 7, 1942, and subsequent thereto, has been bona 
fide engaged ; and 
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It appearing to the Commission that: 

(a) Northern Utilities Company, a Wyoming corporation (hereinafter re- 
ferred to as applicant), is engaged in the transportation in interstate commerce 
of natural gas produced in the State of Wyoming for ultimate public consump- 
tion in the State of Nebraska by means of its natural-gas pipe lines and appur- 
tenant facilities described in its application and situated in the State of Wyo- 
ming; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 142, applicant was bona fide engaged in the transporta- 
tion of natural gas subject to the jurisdiction of this Commission, over the 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application was duly made to the Commission within ninety (90) 
days after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Northern Utilities Company authorizing its continued operation of its facili- 
ties, which were in bona fide operation on February 7, 1942, and have been so 
operated since then, as described in its application, for the transportation of 
natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the op- 
erations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or here- 
after issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order authorizing abandonment of service 
Consolidated Gas Utilities Corporation 
(Docket No. G-427) 

February 23, 1943 


Upon application of Consolidated Gas Utilities Corporation (hereinafter 
referred to as “applicant”) filed on October 29, 1942, for permission to dis- 
continue the sale of natural gas to W. S. Fees, and upon consideration of the 
record made in the public hearing with respect thereto, held on December 10, 
1942, after appropriate notice ; 
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The Commission finds that: 

(1) Applicant produces natural gas in Texas and Oklahoma which natural 
gas is commingled, transported, and sold for resale for ultimate public con- 
sumption in the States of Oklahoma and Kansas ; 

(2) Applicant purchases natural gas in Kansas, a part of which natural gas 
is transported and sold for resale as described in paragraph (4) below for ulti- 
mate public consumption in the States of Kansas, Missouri, and Nebraska; 

(3) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption and is a natural-gas company within the meaning 
of the Natural Gas Act; 

(4) Applicant sells natural gas to W. S. Fees at the rate of four and one-half 
cents per thousand cubic feet, pursuant to the provisions of Consolidated Gas 
Utilities Corporation rate schedule FPC No. 16 and supplements Nos. 1 and 2 
thereto, which gas is in turn resold by W. S. Fees, in accordance with W. 8. 
Fees rate schedule FPC No. 1 and supplements Nos. 1 and 2 thereto, to Cities 
Service Gas Company at a rate of five and one-half cents per thousand cubic 
feet ; 

(5) W. S. Fees owns no facilities and renders no service in connection with 
aforesaid sales of gas, and applicant delivers the gas directly into the lines of 
the Cities Service Gas Company at two points in Rice County, Kansas; 

(6) The contract between applicant and W. S. Fees expired on August 9, 1942, 
and service has been continued under the provisions of the expired contract pend- 
ing the Commission’s disposition of this matter; ~ 

(7) Pursuant to directives issued by the War Production Board under Limita- 
tion Order L-31, applicant is required to deliver a maximum of approximately 
ten million cubie feet of gas per day into the distribution system of The Gas 
Service Company in Wichita, Kansas; 

(8) Applicant will be unable to deliver the volumes of gas required by the 
said directives to be delivered to The Gas Service Company if required to con- 
tinue the sale of gas to W. S. Fees; 

(9) The Gas Service Company is an affiliate of Cities Service Gas Company 
and obtains its gas from the latter, thus the deliveries of gas by the applicant to 
The Gas Service Company will reduce its demands for gas on Cities Service Gas 
Company to the extent of such deliveries by applicant ; 

(10) W. 8. Fees filed no protest to the application to discontinue service and, 
although represented by counsel, presented no evidence at the hearing; Cities 
Service Gas Company filed a protest to the application and, although represented 
by counsel, presented no evidence at the hearing ; 

(11) The discontinuance of service to W. S. Fees will make available to ap- 
plicant a supply of gas for use in meeting the requirements of the War Production 
Board directives and in supplying applicant’s Customers in the vicinity of the 
northern terminus of its pipe line ; 

(12) The present and future public convenience and necessity permit the dis- 
continuance and abandonment of service by applicant to W. S. Fees under Con- 
solidated Gas Utilities Corporation rate schedule FPC No. 16 and supplements 
Nos. 1 and 2 thereto; 

The Commission orders that: 

(A) Applicant be and it hereby is authorized to discontinue and abandon the 
sale of natural gas to W. S. Fees under Consolidated. Gas Utilities Corporation 
rate schedule FPC No. 16 and supplements Nos. 1 and 2 thereto; 

(B) Applicant shall, within 15 days after the discontinuance of service to 
W. S. Fees, fi'e a written statement under oath advising the Commission of the 
date on which such service is discontinued. 
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Order issuing temporary certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 
(Docket No. G—438) 
February 23, 1943 


Upon consideration of the application for certificate of public convenience 
and necessity filed by Consolidated Gas Utilities Corporation (hereinafter called 
applicant) on January 1, 1943, to authorize certain connections with and service 
to The Gas Service Company (hereinafter called Gas Service) as hereinafter 
described, and other pertinent material in the Commission’s records and files; 
and 

It appearing to the Commission that: 

(a) Applicant is a corporation engaged, among other things, in the transpor- 
tation of natural gas from Texas into and through Oklahoma to Kansas, and 
in the sale thereof for resale for ultimate public consumption in Oklahoma and 
Kansas for domestic, commercial, and industrial use. 

(b) Applicant seeks a certificate of public convenience and necessity pursuant 
to section 7 (c) of the Natural Gas Act, as amended, authorizing the construc- 
tion, installation, and operation of: 

A connection between the pipe line and facilities of applicant and those of 
Gas Service, near the intersection of Bell and Armstrong Avenues, Wichita, 
Kansas, and a similar connection on the power plant site of Kansas Gas and 
Electric Company near the intersection of Second and Sherman Streets, Wichita, 
together with the necessary accompanying equipment for the operation of such 
connections and the delivery of gas to Gas Service for distribution in Wichita 
and vicinity pursuant to directives of the War Production Board. 

(c) The War Production Board, by Directive No. 3 issued November 17, 1942, 
under Limitation Order L-31, directed applicant and Gas Service to establish, 
open, and maintain such connections, and applicant to make available to Gas 
Service and the latter to accept delivery through the connections of such volumes 
of natural gas as the War Production Board might thereafter direct to supple- 
ment the supplies otherwise available to Gas Service to satisfy the demands 
upon its distribution system in Wichita and vicinity but not exceeding such 
volumes as applicant might deliver without curtailing its own customers, 

(d) The War Production Board, by Directives Nos. 4C and 4D issued Decem- 
ber 10, 1942, under and pursuant to the aforesaid Limitation Order L-31 and 
Directive No. 8, directed applicant and Gas Service, respectively, to deliver 
and accept at Wichita, Kansas, until further notice the maximum amount of gas 
which applicant could make available, but not less than ten million cubic feet 
per day. 

(e) Applicant advised the Commission by telegram on December 16, 1942, 
that it had available for such delivery to Gas Service approximately eight 
million cubic feet of gas per day and would have available for similar delivery 
an additional approximately two million cubic feet of gas per day if permitted 
to discontinue service to W. S. Fees by Commission action In the Matter of 
Consolidated Gas Utilities Corporation (docket No. G-—427), and requested 
authorization for such connections and delivery. 

(f) The Commission granted applicant temporary approval by telegram on 
December 21, 1942, for such connections and delivery of approximately eight 
million cubic feet of gas per day, subject to its filing promptly an application for 
certificate pursuant to section 7 of the Natural Gas Act, as amended, and Com- 
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mission Order No. 99. The telegram stated further that similar approval of 
additional sale of approximately two million cubic feet of gas per day was 
contingent upon Commission action in docket No. G—427. 

(g) The aforesaid application, filed pursuant to such Commission telegram, 
states that the connections have been installed and service commenced at one 
connection and will be commenced at the second when desired by Gas Service. 

(h) Applicant has today been authorized by Commission action in docket No, 
G-427 to discontinue service to W. 8S. Fees. 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial or other use, 
and is a natural-gas company within the meaning of the Natural Gas Act. 

(2) By reason of the present war emergency, the public interest requires the 
issuance of a temporary certificate of public convenience and necessity author- 


izing applicant to construct, install, and operate the aforesaid facilities, as 
hereinafter provided. 


The Commission orders that: 

A temporary certificate of public convenience and necessity be and it hereby 
is issued for the duration of the present war emergency, but not beyond ninety 
(90) days after the cessation of hostilities, authorizing applicant to contruct, 
install, and operate the aforesaid facilities for the delivery of not more than 
ten million cubic feet of natural gas per day to Gas Service, upon the following 
express terms and conditions: 

(A) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever in any proceeding now pending before 
the Commission or which may come before the Commission with respect to 
applicant, or the facilities herein authorized to be constructed, installed, and 
operated, and nothing herein shall be construed as an acquiescence by the 
Commission in any estimate or determination of cost, or any valuation of 
property claimed or asserted by applicant, nor shall it be considered as a 
determination of service area under section 7 (f) of the Natural Gas Act, as 
amended. 

(B) In the event applicant desires to continue such facilities and operations 
beyond the period of this temporary certificate, applicant shall then file formal 
application for certificate of public convenience and necessity therefor in the 
manner prescribed by the Commission under the Natural Gas Act, as amended. 

(C) Upon failure of applicant to comply with any term or condition herein, 
or upon favorable determination by the Commission of an application filed pur- 


suant to paragraph (B) above, this temporary certificate shall cease to have apy 
force or effect. 


Determination ‘and order for emergency use of interconnection 
Public Service Company of Northern Illinois 
(Docket No. IT-5816) 


February 25, 1943 


Public Service Company of Northern Illinois (hereinafter designated as appli- 
eant) filed an application on January 13, 1943, for approval by the Commission, 
pursuant to section 202 (d) of the Federal Power Act, of a proposed intercon- 
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nection with Wisconsin Electric Power Company (hereinafter designated as 
Wisconsin Electric) at the [llinois-Wisconsin boundary between Waukegan, 
Illinois, and Kenosha, Wisconsin. a 

From the application it appears that: 

(a) Applicant is an Illinois corporation having its principal office in Chicago, 
Illinois, and operating an electric utility in that State. 

(6) Wisconsin Electric is a Wisconsin corporation having its principal office 
in Milwaukee, Wisconsin, and operating an electric utility in that State. 

(ec) The proposed interconnection is to be made by joining the 132-kilovolt 
transmission lines of the two systems at the Illinois-Wisconsin boundary approxi- 
mately 5 miles west of Lake Michigan, adjoining the Counties of Lake, Illinois, 
and Kenosha, Wisconsin. The capacity of the transmission lines so joined will 
be approximately 80,000 kilovolt-amperes. The 132-kilovolt line of applicant will 
extend from its Waukegan generating station westerly and northerly to the point 
of interconnection. The 132-kilovolt line of Wisconsin Electric will extend there- 
from to the Kenosha substation of Wisconsin Gas and Electric Company (an 
affiliate of Wisconsin Electric) and will afford connection by existing conductors 
of adequate capacity to the Lakeside power plant of Wisconsin Electric in the 
Town of Lake, Milwaukee County, Wisconsin. 

(d) The Power Division, War Production Board, by letter dated December 30, 
1942, requested applicant to proceed with its portion of the proposed intercon- 
nection in order to make available to either system a substantial portion of their 
combined reserve capacity and afford material protection in emergencies in an 
area having a heavy concentration of vital war loads and a low margin of 
‘ operating reserves. 

(e) Applicant and Wisconsin Electric have communicated to the Power Divi- 
sion, War Production Board, their respective willingness to provide the necessary 
facilities and to establish and maintain the proposed interconnection for use in 
emergencies as defined in section 32.20 of the Rules of Practice and Regulations 
of the Commission, upon obtaining the approval of the Commission under section 
202 (d) of the Federal Power Act and without thereby being subjected to the 
jurisdiction of the Commission, and have agreed upon the charges to be made 
by each to the other. és 

The Commission determined and ordered on December 31, 1942, In the Matter 
of Wisconsin Electric Power Company (docket No. IT-5805) that. the use of such 
interconnection by Wisconsin Electric during emergencies as defined in section 
32.20 of the Rules of Practice and Regulations of the Commission, but not beyond 
ninety days after the cessation of present war hostilities, shall not affect the 
status of Wisconsin Electric under the Federal Power Act; provided, however, 
that the Commission may thereafter determine the status of Wisconsin Electric 
under the Act without regard for any provision of such determination and order 
or any claim based thereon. 

The Commission, upon consideration of the application and other pertinent 
material in its records and files, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and has been classified as a 
pubtic utility within the meaning of section 201 of the Federal Power Act. 

(2) Wisconsin Electric owns and operates facilities for the transmission and 
sale at wholesale of electric energy in interstate commerce and has been classified 
as a public utility within the meaning of section 201 of the Federal Power Act. 

(3) A substantial part of the facilities for the proposed interconnection have 
been in place for several years, a previous interconnection having been maintained 
there under an agreement between applicant and The Milwaukee Electric Rail- 
way and Light Company (the predecessor of Wisconsin Electric), which agree- 
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ment terminated February 15, 1935. The proposed interconnection involves in 
effect the restoration, enlargement, and improvement of the former 45,000-kilo- 
watt interconnection, the principal difference being the addition of proper 
switching and protective equipment to permit regular or emergency operations. 

(4) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, restrictions on the construction 
and installation of additional electric generating and transmission facilities, and 
emergencies in the maintenance of adequate supplies of electric energy essential 
to the war effort, necessitating the interconnection of electric facilities, parti- 
cularly in areas served by applicant, Wisconsin Electric, and interconnected 
systems. 

(5) The use of the proposed interconnection between the systems of appli- 
cant and Wisconsin Electric is desirable in the public interest to aid in the war 
effort as hereinafter provided and should not affect the status of applicant un- 
der the Federal Power Act. 

(6) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application. 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid interconnection during emergencies as defined 
in section 32.20 of the Rules of Practice and Regulations of the Commission, but 
not beyond ninety (90) days after the cessation of present war hostilities, shall 
not affect the status of applicant under the Federal Power Act; provided, how- 
ever, that the Commission may thereafter determine the status of applicant 
under the Act without regard for any provision of this determination and order 
or any Claim based hereon. 

(B) This determination and order is expressly limited to the use of the afore- 
said interconnection as provided herein, and any and all exemptions granted 
hereby shall terminate and cease to have force or effect from and after ninety 
(90) days following the cessation of present war hostilities, unless the Com- 
mission shall hereafter.extend such exemptions by further order. 

(C) Applicant shall promptly file with the Commission two copies of its in- 
terchange agreement with Wisconsin Electric and shall report to the Commis- 
sion on the fifth day of each month hereafter the amounts of electric energy 
received and transmitted in each direction during the preceding month through 
the aforesaid interconnection, as well as such other or special reports as the 
Commission may from time to time require. 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigation as it may deem necessary to ascertain whether the 
aforesaid interconnection is being used within the limitations of this determina- 
tion and order, and if the Commission finds otherwise, it may modify or ter- 
minate any or all provisions of this determination and order. 


Order authorizing sale of facilities 
West Coast Power Company 
(Docket No. IT-5817) 
February 25, 1943 


The West Coast Power Company (hereinafter referred to as the applicant), 
having its principal business office at 404 Terminal Sales Building, Portland, 
Oregon, on February 8, 1943, applied for an order pursuant to section 203 of the 
Federal Power Act authorizing and approving the sale to the Clatskanie Peoples’ 
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Utility District of applicant’s substation located on or near property of Westport 
Lumber Company, Westport, Oregon, and an_11 kv transmission line extending 
from that substation in a northeasterly direction to the south bank of the Colum- 
bia River, where it connects with the facilities of the Bonneville Power Ad- 
ministration. 

From the application and the record of the proceedings thereon, it appears 
that: 

(a) Due written notice of the aforesaid application has been given to the Public 
Utilities Commission of Idaho and the Public Utilities Commissioner of Oregon 
and to the Governors of each of those States. Notice of the application was also 
filed with the Federal Register February 13, 1943. 

(b) The applicant has represented by a letter received February 8, 1943, that 
the “closing date” for the proposed sale is March 1, 1943. The aforesaid Governors 
and State Commissions were notified that any request for hearing should be 
received by February 26, 1943. No protest or petition or request to be heard in 
opposition to the granting of such application has been received to the date 
hereof. The order herein will be conditioned to become effective March 1, 1943, 
unless on or before February 27, 1943, the Commission shall have dispatched a 
telegram to the applicant notifying it of the postponement of the taking effect of 
such order to permit further proceedings on any petition or protest or request for 
hearing which may have been received. 

(c) The facilities for the sale of which applicant seeks authorization are to be 
sold as part of the sale of all of the electric utility operating properties of the 
applicant located in Columbia and Clatsop Counties, Oregon, to the same pur- 
chaser for a total consideration of $150,000 in cash, subject to certain closing ad- 
justments. Such sale is to be made pursuant to a contract between the ap- 
plicant and the purchaser dated as of December 31, 1941, and executed May 12, 
1942, whereof a copy is set forth as Exhibit L to the application. 

(d) At the present time the entire electric energy requirements of applicant’s 
properties in Columb!a and Clatsop Counties are purchased by the applicant from 
Westport Lumber Company without contract. Such purchases will be terminated 
upon the consummation of the sale. Applicant’s present arrangements with the 
Bonneville Power Administration for the interchange of electric energy during 
times of emergency by means of the 11 ky transmission line, referred to above, 
will be terminated upon the consummation of the proposed sale. The purchaser 
has a firm power contract with the Bonneville Power Administrator for the 
delivery to the purchaser of its firm power requirements for a period of 20 years 
from and after January 1, 1943. 

The Commission having considered the application and the record of pro- 
ceedings thereon, finds that: 

(1) The applicant, West Coast Power Company, is a corporation organized 
and existing under and by virtue of the laws of the State of Delaware. 

(2) The applicant owns and operates facilities, including the above-referred 
to substation and transmission line, for the transmission and sale at wholesale 
of electric energy which is transmitted from the State of Oregon and consumed 
by persons other than the transmitter thereof at points in the State of Washing- 
ton. Such facilities are facilities for the transmission and sale at wholesale of 
electric energy in interstate commerce and the applicant is, by reason of its 
ownership and operation thereof, a “public utility” within the meaning of that 
term as used in the Federal Power Act. 

(3) The properties proposed to be sold by the applicant include the whole of 
its facilities shown to be subject to the jurisdiction of this Commission. Such 
sale is subject to the requirements of section 203 of the Federal Power Act for 
authorization by this Commission. 
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(4) As hereinafter authorized, the proposed sale of properties of the applicant 
located in Columbia and Clatsop Counties, Oregon, in so far as it is subject to 
section 203 of the Federal Power Act, will be consistent with the public interest. 

Wherefore, the Commission orders that: 

(A) The sale by the applicant, under the aforesaid contract dated as of 
December 31, 1941, of facilities subject to the jurisdiction of this Commission be 
and the same hereby is authorized on the terms and conditions set forth in the 
application and subject to the terms hereof. 

(B) The foregoing authorization. is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any other matter--whatsoever 
which may come before this Commission or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(C) This authorization shall be effective on and after March 1, 1943, unless on 
or before February 27, 1943, the Commission shall have dispatched a telegram to 
the applicant notifying it of the postponement of the taking effect of.such order 
to permit further proceedings on any petition or protest which may have been 
received. And this authorization shall expire unless the proposed sale is con- 
summated within 60 days after March 1, 1943. 

(D) The applicant shall report with reference to the subject matter hereof as 
required by the rules of practice and regulations, and shall file proposed journal 
entries within 6 months of the proposed sale as required by the Commission’s 
Uniform System of Accounts. 


Order requiring temporary connection of facilities and supply of electric energy 


Dairyland Power Cooperative and Northern States Power Company 
(Docket No. IT-5820) 
February 26, 1943 


The United States being engaged in a state of war declared to exist by the Joint 
Resolutions of the Congress approved December 8 and 11, 1941, and June 3, 1942; 
and 

The Federal Power Commission having previously undertaken, pursuant to the 
President’s directive of June 14, 1940, certain responsibilities to provide an 
adequate supply of electric energy in the areas in which it is most needed; and 

It appearing to the Commission that: 

(a) Dairyland Power Cooperative is an electric cooperative association having 
its principal office at Genoa, Wisconsin, and serving a territory in contignous 
portions of southwestern Wisconsin, southeastern Minnesota, and northeastern 
Iowa, which produces considerable agricultural, dairying, poultry, and other farm 
products essential in the war effort. 

(6) Northern States Power Company is a public utility having its principal 
office at Eau Claire, Wisconsin, and operating in that state and Minnesota. 

(c) To meet the rapidly increasing demands upon its system, Dairyland 
ordered and in 1941 received two 4,000-kilowatt steam turbine units and related 
equipment. In March 1942, before the installation of these facilities could be 
completed, the United States Navy requisitioned and removed both units for war 
use, assertedly on the basis of an available surplus of generating and other 
capacity on the Northern States system by reason of additional generating equip 
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ment being installed by Northern States with the priority assistance of the War 
Production Board to best meet the needs of the power supply area in which 
Dairyland is located with minimum use of critical materials. 

(d) The present peak load of Dairyland is being supplied by overloading its 
electric generating units and requires additional electric energy up to 1,500 
kilowatts for use in emergencies and scheduled maintenance operations. 

(e) Such electric energy can be made available by Northern States by the con- 
nection of transmission facilities with Dairyland at a point southeast of Ellsworth, 
Pierce County, Wisconsin, where the 6%kilovolt line of Northern States crosses 
the 33-kilovolt line of Dairyland. 

(f) The connection and supply hereinafter provided have been cleared with 
the War Production Board pursuant to the agreement of April 24, 1942, coordi- 
nating the activities of the Commission and the Board. 

The Commission, upon consideration of the foregoing and other pertinent 
material in its records and files, finds that: 

(1) The unusual requirements occasioned by the present state of war are 
eausing increased demands for electric energy, restrictions on the construction 
and installation of additional electric generating and transmission facilities, and 
emergencies in the maintenance of adequate supplies of electric energy essential 
to the war effort, necessitating the connection of electric facilities, particularly 
in the area served by Dairyland. 

(2) The connection of transmission facilities of Dairyland and Northern States 
and the supply of electric energy by Northern States to Dairyland, as hereinafter 
ordered, will best meet the aforesaid emergency and serve the public interest. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act and the aforesaid directive of the President, the Commission orders that: 

(A) Dairyland and Northern States establish a connection between their 
respective transmission facilities where they cross southeast of Ellsworth, Pierce 
County, Wisconsin, and during the aforesaid emergency and for 90 days after the 
cessation of present war hostilities, operate such connection when the needs of 
Dairyland may require. 

(B) Dairyland provide, install, and maintain the necessary switching and 
transformer equipment for such connection. 

(C) Northern States supply through such connection, electric energy up to 
1,500 kilowatts as may be necessary to relieve the aforesaid emergency and 
provide for the requirements of Dairyland. 

(D) In the event such electric energy may not be provided from its own 
facilities, Northern States receive electric energy from other sources available 
to it and transmit and supply the same or equivalent to Dairyland. 

(E) The acts to be done pursuant to this order shall be initiated immediately 
and carried forward without delay, and in no event shall they be delayed pend- 
ing determination of the terms or conditions of any agreement or operating 
procedure between the parties affected. In the event that such parties fail to 
agree upon the terms or conditions of any agreement or operating procedure 
which may be necessary or appropriate to the execution of this order, the Com- 
mission will, by supplemental order, prescribe such conditions as it finds to be 
just and reasonable, including the compensation or reimbursement which shall 
be paid to or by any such party. 

(F) Dairyland and Northern States file with the Commission, within 21 
days after the date of this order, a statement of all arrangements necessary 
for the establishment of the aforesaid connection; and within 10 days after 
the connection is established, file a-report of all arrangements made or entered 
therefor, as well as such other or special reports as the Commission may from 
time to time require. 
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Order issuing certificate of public convenience and necessity 
North Penn Gas Company 
(Docket No. G-335) 
March 2, 1943 


Upon consideration of the application filed by North Penn Gas Company on 
May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) North Penn Gas Company (hereinafter referred to as “applicant”) is 
engaged in transportation in interstate commerce of natural gas produced in 
New York and Pennsylvania, and in the sale of natural gas in interstate com- 
merce for resale for ultimate public consumption, by means of its natural gas 
pipe lines and appurtenant facilities located in Pennsylvania and connecting, 
at or near the New York-Pennsylvania state line, with pipe lines of companies 
operating in New York; 

(b) Notice of the application has been duly served upon all interested 
parties, in accordance with the Commission’s regulations, and published in 
Volume 7, Federal Register, page 4008, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) .A certificate of public convenience and necessity be and it is hereby issued 
to North Penn Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application, for the transportation and sale of 
natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations or orders heretofore or hereafter issued by 
the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing certificate of public convenience and necessity 


Eldorado Gas Company of Eldorado, Oklahoma 


(Docket No, G-—347) 
March 2, 1943 


Upon consideration of the application filed by Eldorado Gas Company of El- 
dorado, Oklahoma, on May 8, 1942, pursuant to section 7 (c) of the Natural Gas 
Act, as amended, for a certificate of public convenience and necessity authorizing 
the continuation of operations by the company, subject to the Commission’s juris- 
dietion, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a) Eldorado Gas Company of Eldorado, Oklahoma (hereinafter referred to 
as “applicant”), is engaged in transportation in interstate commerce of natural 
gas by means of its natural gas pipe lines and appurtenant facilities extending 
from two points on the Oklahoma-Texas state line to Eldorado and Texola, Okla- 
homa ; this gas is produced and transported in Texas and is delivered to applicant 
at said state line through connecting pipe lines; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4005, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas, subject to the jurisdiction of this Commission, over the routes 
described in its application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
te Eldorado Gas Company of Hidorado, Oklahoma, authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for the trans- 
portation of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing certificate of public convenience and necessity 
Mountain Fuel Supply Company 
(Docket No. G-313) 
March 9, 1943 


Upon consideration of the application filed by the Mountain Fuel Supply 
Company on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a certificate of public convenience and necessity authorizing 
the continuation of operations by the company, subject to the Commission’s 
jurisdiction, in which the company, on February 7, 1942, and subsequent thereto, 
has been bona fide engaged; and ; 

It appearing to the Commission that: 

(a) Mountain Fuel Supply Company, a Utah corporation (hereinafter referred 
to as “applicant”), is engaged in the transportation of natural gas in inter- 
state commerce by means of its natural-gas pipelines and appurtenant facilities 
situated in and extending across the boundaries of the States of Colorado, 
Wyoming, and Utah; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas subject to the jurisdiction of this Commission over the routes 
described in its.application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Mountain Fuel Supply Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the trans- 
portation of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatso- 
ever that may come before the Commission with respect to the applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the determina- 
tion of the applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations, or orders heretofore or hereinafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 
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Order issuing temporary certificate of public convenience and necessity 
Northern Natural Gas Company 
(Docket No. G—428) 
March 9, 1943 


Upon consideration of the application for a certificate of public convenience 
and necessity filed by Northern Natural Gas Company on November 16, 1942, to 
authorize the sale of natural gas to Northern States Power Company as herein- 
after described; and 

It appearing to the Commission that: 

(a) Applicant is a corporation engaged in the production of natural gas in the 
States of Texas and Kansas and in the purchase of natural gas produced in the 
States of Texas, Oklahoma, and Kansas, and is engaged in the transportation of 
such gas through and by use of its pipe lines extending from Texas into the 
States of Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South Dakota ; 

(b) Applicant is engaged in the sale of natural gas for resale for ultimate 
public consumption in the States of Kansas, Nebraska, Iowa, Minnesota, and 
South Dakota; 

(c) Applicant requests a certificate of public convenience and necessity au- 
thorizing the sale tu Northern States Power Company of approximately 120,000 000 
cubie feet of natural gas per year, obtained and transported by applicant, as 
described in paragraph (@) above, for resale for ultimate public consumption in 
the Cities of St. Paul, South St. Paul, West St. Paul, and Rosetown, Minnesota, 
which service is to be rendered by means of existing facilities ; 

(d) The natural gas to be sold to Northern States Power Company will sup- 
plant a portion of the supply of coke oven gas of that company obtained from 
Koppers Company for mixing purposes which supply has been diminished by a 
change in the operation of the latter’s plant, at the request of the War Production 
Board, to recover certain oils required for war production use; 

(e) Notice of the application was served upon all interested parties and 
published in Volume 7, Federal Register, page 11032; 

(f) By letter of January 6, 1943, Koppers Company advised the Commission 
that it has no objection to the issuance of the requested certificate of public 
convenience and necessity if it be limited to the duration of the present emer- 
gency and to the quantity of gas required by Northern States Power Company 
in excess of the amount which Koppers Company. is able and is required to 
supply under the provisions of its contract with Northern States Power Com- 
pany ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is a natural-gas company within the meaning 
of the Natural Gas Act; 

(2) The sale of natural gas by applicant to Northern States Power Company 
for resale for ultimate public consumption in St. Paul, South St. Paul, West 
St. Paul, and Rosetown, Minnesota, is subject to the jurisdiction of the Com- 
mission under the Natural Gas Act; 

(3) By reason of the present war emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity 
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authorizing the sale of natural gas by applicant to Northern States Power Com- 
pany, as hereinafter provided; 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and it 
hereby is issued for the duration of the present war emergency, but not beyond 
ninety (90) days after the cessation of hostilities authorizing the sale by appli- 
cant to Northern States Power Company for resale for ultimate public con- 
sumption in St. Paul, South St. Paul, West St. Paul, and Rosetown, Minnesota, 
of such volumes of natural gas required by Northern States Power Company 
in excess of the volumes of gas which Koppers Company is able and is required 
to supply under its contract with Northern States Power Company, upon the 
following express terms and conditions: 

(i) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matter whatsoever in any proceeding now pending before 
the Commission or which may come before the Commission with respect to 
applicant or the sale of natural gas herein authorized; and nothing herein shall 
be construed as an acquiescence by the Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted by applicant, 
nor shall it be considered as a determination of service area under section 7 (f) 
of the Natural Gas Act, as amended; 

(ii) Upon failure of applicant to comply with any provision herein, this 
temporary certificate shall cease to have any force or effect. 


Order issuing certificate of. public convenience and necessity 
Virginia Gas Transmission Corporation 
(Docket No. G—283) 
March 16, 1943 


Upon consideration of the application filed by Virginia Gas Transmission Cor- 
poration on May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission's juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and ° 

It appearing to the Commission that: 

(a) Virginia Gas Transmission Corporation (hereinafter referred to as “ap- 
plicant”) is engaged in transportation in interstate commerce of natural gas 
produced in Kentucky and West Virginia, and in the sale of natural gas in in- 
terstate commerce for resale for ultimate public consumption, by means of its 
natural gas pipe lines and appurtenant facilities located in Virginia, and ex- 
tending from a point on the West Virginia-Virginia state line through Virginia 
to a point on the Virginia-Maryland state line; one end of applicant’s pipe line 
connects with a pipe line of Atlantic Seaboard Corporation, its affiliate, extending 
from a point in Kentucky to the West Virginia-Virginia state line, and the other 
end connects with a pipe line of the same affiliate, extending from the Virginia- 
Maryland State line through Maryland to the Maryland-Pennsylvania state 
line; _ 


’ 
-# 
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(b) Notice of the application has been duly served upon all interested par- 
ties, in accordance with the Commission’s -regulations, and published in Vol- 
ume 7, Federal Register, page 4011 and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural- 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of Section 7 (c) amended) and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued. to Virginia Gas Transmission Corporation authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, for 
the transportation and sale of natural gas subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matter 
whatsoever that may come before the Commission with respect to applicant or 
its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the op- 
erations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Atlantic Seaboard Corporation 
(Docket No. G—284) 
March 16, 1943 


Upon consideration of the application filed by Atlantic Seaboard Corporation 
on May 5, 1942, pursuant to section 7°(c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Atlantic Seaboard Corporation (hereinafter referred to as “applicant’’) 
is engaged in transportation in interstate commerce of natural gas produced in 
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Kentucky and West Virginia, and in the sale of natural gas in interstate com- 
merce for resale for ultimate public consumption, by means of its natural gas 
pipe lines and appurtenant facilities located in Kentucky, West Virginia and 
Maryland, and extending from a point near Boldman, Pike County, Kentucky, 
across the Kentucky-West Virginia state line through West Virginia to the 
West Virginia-Virginia state line at which point the pipe line connects with the 
pipe line of Virginia Gas Transmission Corporation, its affiliate, which extends 
through Virginia to a point on the Virginia-Maryland state line and reconnects 
with applicant’s pipe line which extends through Maryland to a point on the 
Maryland-Pennsylvania state line; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Atlantic Seaboard Corporation authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, for the transportation 
and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter is- 
sued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
McKean Natural Gas Company 
(Docket No. G-320) 


March 16, 1943 


Upon consideration of the application filed by McKean Netural Gas Company 
on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in which 
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the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) McKean Natural Gas Company (hereinafter referred to as “applicant”) 
is engaged in transportation in interstate commerce of natural gas produced 
in Pennsylvania, and in the sale of natural gas in interstate commerce for resale 
for ultimate public consumption in New York, by means of its natural gas pipe 
lines and appurtenant facilities located in Pennsylvania and connecting, at or 
near the New York-Pennsylvania state line, with pipe lines of a company 
operating in New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4007, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to McKean Natural Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942 and have been 
so operated since then, as described in its application, for the transportation and 
sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or uny other matter what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) or the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Allegany Gas Company 
(Docket No. G-333) 


March 16, 1943 


Upon cousideration of the application filed by Allegany Gas Company on May 7, 
1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for a certificate 
of public convenience and necessity authorizing the continuation of operations by 
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the company, subject to the Commission’s jurisdiction, in which the company, 
on February 7, 1942, and subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Allegany Gas Company, a Pennsylvania corporation (hereinafter referred 
to as “applicant”), is engaged in the transportation of natural gas in interstate 
commerce and in the sale of natural gas in interstate commerce for resale for 
ultimate public consumption by means of its natural-gas pipe lines and appur- 
tenant facilities described in its application, situated in the states of New York 
and Pennsylvania, running through various portions of McKean, Potter, Tioga 
and Bradford Counties in Pennsylvania, extending from the Pennsylvania-New 
York state line near Nelson, Pennsylvania, to Addison, New York, and from the 
Pennsylvania-New York state line near Lawrenceville, Pennsylvania, to Corning 
and Elmira, New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and has 
so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Allegany Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application, for the transportation and sale of 
natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations, or orders heretofore or hereafter issued hy 
the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 


to applicant. 
Order issuing certificate of public convenience and necessity 
State Line Gas Company 
(Docket No. G-367) 
March 16, 1943 


Upon consideration of the application of State Line Gas Company dated May 
7, 1942, filed pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation of 
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operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged; and 

It appearing to the Commission that: 

(a) State Line Gas Company (hereinafter referred to as “applicant”) is en- 
gaged in transportation in interstate commerce of natural gas moving between 
points in Pennsylvania and West Virginia, and in the sale of natural gas in inter- 
state commerce for resale for ultimate public consumption by means of its natural 
gas pipe lines and appurtenant facilities located in Pennsylvania, connecting with 
pipe lines of its affiliate, Monongahela West Penn Public Service Company, at two 
points on the Pennsylvania-West Virginia state line near Taylorstown, Pennsyl- 
vania ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4010, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and has 
so operated since that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to State Line Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application for the transportation and sale of 
natural gas subject to the jurisdiction of this Commission; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations or orders heretofore or hereafter issued by 
the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order allowing rate schedule proposing reduction of rates to take effect and 
terminating proceedings 


Rockland Light and Power Company 
(Docket No. IT-5738) 


March 16, 1943 


It appearing to the Commission that: 


(a) On October 11, 1941, the Pennsylvania Public Utility Commission filed a 
petition alleging, among other matters, that Pike County Light & Power Com- 
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pany produces no electric energy but purchases all the energy transmitted, trans- 
ported or sold by it from Rockland Light and Power Company, and such energy is 
transmitted to Pike County Light & Power Company across the New York-Penn- 
sylvania state line; that the Pennsylvania Commission had on September 16, 1941, 
upon its own motion, instituted an inquiry and investigation into the rates and 
charges of Pike County Light & Power Company to determine whether the same 
are unjust and unreasonable; that the proper determination by it of rates to 
Pennsylvania consumers of Pike County Light & Power Company depends to a 
large extent upon the propriety of the charges for electric energy made by Rock- 
land Light and Power Company to Pike County Light & Power Company; and 
therefore requested this Commission to investigate the facts, conditions, practices 
and matters pertaining to the production, transmission and sale of electric energy 
by Rockland Light and Power Company to Pike County Light & Power Com- 
pany, and to determine and fix the just and reasonable rates to be thereafter 
observed and in force in respect to such transmission and sale; 

(6) The present rates and charges for the sale of electric energy are incor- 
porated in a single agreement between Rockland Light and Power Company and 
Pike County Light & Power Company, which also includes rates and charges for 
natural gas sold to Pike County Light & Power Company and for operating 
services performed by Rockland Light and Power Company; 

(ec) By order of November 6, 1941, the Commission, upon its own motion, 
instituted an investigation of the rates, charges, or contracts affecting the sale 
of electric power and energy by Rockland Light and Power Company to Pike 
County Light & Power Company ; ; 

(d) Thereafter several conferences between members of the staffs of the 
Federal Power Commission and the Pennsylvania Public Utility Commission and 
officers of Rockland Light and Power Company were held in the Commission’s 
office in Washington, D. C., respecting the above rates; 

(e) As a result of these conferences, Rockland Light and Power Company 
agreed to make certain reductions in the rates and charges for electric energy 
sold to Pike County Light & Power Company and further agreed to file separate 
agreements covering the sale of electric energy, the sale of natural gas, and 
the charges for operating services; 

(f) On January 22, 1943, Rockland Light and Power Company filed with the 
Commission : 

(i) An agreement providing for the sale of electric energy to Pike County 
Light & Power Company, which will result in an annual reduction in charges 
made to Pike County Light & Power Company of approximately $6,800, and which 
has been designated in the files of the Commission as Rockland Light and Power 
Company rate schedule FPC No. 6; 

(ii) An agreement providing for the sale of natural gas to the Pike County 
Light & Power Company, which will result in an annual reduction in charges 
made to Pike County Light & Power Company of approximately $500, and which 
has been designated in the files of the Commission as Rockland Light and Power 
Company rate schedule FPC No. 3-G; 

(iii) An agreement covering the charges for operating services rendered by 
Rockland Light and Power Company to Pike County Light & Power Company, 
which has been designated as Exhibit “A” to both Rockland Light and Power 
Company rate schedule FPC No. 6 and FPC No. 3-G; 

(iv) A request that the above agreements be allowed to take effect as of 
January 1, 1943; 

(g) On February 27, 1943, Pennsylvania Public Utility Commission filed a copy 
of its order dated February 24, 1943, terminating its rate proceedings against 
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Pike County Light & Power Company and directing the filing of reduced resi- 
dential rates agreed upon; 

The Commission orders that: 

(A) The rate schedules, designated in paragraph (f) above, be and they are 
hereby allowed to take effect as of January 1, 1943; 

(B) The rate schedule described in paragraph (f) (i) above shall be deemed 
to have been filed and published in compliance with the Federal Power Act, and 
the rate schedule described in paragraph (f) (ii) above shall be deemed to have 
been filed and published in compliance with the Natural Gas Act; 

(C) The proceedings in docket No. I'T-5738, initiated by the Commission’s 
order of November 6, 1941, be and the same are hereby terminated ; 

(D) This order is without prejudice to any findings or orders which may be 
made by the Commission in any proceedings how pending, or hereafter instituted 
by or against Rockland Light and Power Company. 


Order denying rehearing 
The California Oregon Power Company 
(Docket No. IT-5714) 
March 16, 1943 


Upon consideration of the previous orders in this proceeding, all evidence 
adduced of record, the briefs and other documents, filed, the opinion and the 
order of February 3, 1943, supra, p. 368, and the petition for rehearing filed on 
March 5, 1943, by The California Oregon Power Company; and 

It appearing to the Commission that: 

The assignments of error do not raise any new questions of fact or of law 
which have not been previously raised by The California Oregon Power Com- 
pany and previously considered by the Commission ; 

The Commission orders that: 

The petition for rehearing of The California Oregon Power Company be and 
the same is hereby denied. 


Order authorizing issuance of license (major) 
Platte Valley Public Power and Irrigation District 
(Project No. 1835) 

March 16, 1943 


Upon application filed April 18, 1941, as later amended, by Platte Valley Public 
Power and Irrigation District, having its principal place of business at North 
Platte, Nebraska, for license under the Federal Power Act for a constructed 
project located on the North Platte and South Platte Rivers in Lincoln, Keith, 
and other counties in Nebraska; and 

It appearing that: 

(a) The project, designed to provide water for irrigation and power use, 
consists of a concrete diversion dam about 9 feet high and about 1,300 feet 
long in the North Platte River; a supply canal, having a maximum capacity of 
1,800 cubic feet per second, about 32.55 miles long, including an inverted siphon 
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section 7,000 feet long under the South Platte River; a storage reservoir, called 
the Sutherland Reservoir, designed for a capacity of 178,000 acre-feet ; an outiet 
canal, having a maximum capacity of 1,400 cubic feet per second, about 19 
miles long; a regulating reservoir having storage capacity of 21,000 acre-feet; a 
power canal, having a maximum capacity of 2,700 cubic feet per second, about 
2 miles long; a forebay having a storage capacity of about 800 acre-feet; a 
power conduit 13 feet 4 inches in diameter and about 3,000 feet long; a power- 
house, called the North Platte, having an installed turbine capacity of 36,000 
horsepower in two units with two penstocks and a surge tank and with provision 
for two additional units of the same size, so that the ultimate capacity would 
be 72,000 horsepower ; a tailrace having a maximum capacity of 2,700 cubic feet 
per second about 2 miles long extending to the South Platte River; a proposed 
diversion dam and conduit on the South Platte; a proposed by-pass canal around 
the Sutherland Reservoir; a proposed powerhouse at the Sutherland Reservoir 
having an installed capacity of 5,500 horsepower; and requisite transmission 
lines described in finding (7) below; 

(b) The project was constructed without approval by this Commission of any 
of the plans, and was placed in operation during the latter part of 1936; 

(c) There has been an unusually high loss of water diverted by this project 
from the North Platte River, this loss being due to seepage and evaporation from 
the canals and reservoirs, by reason of which its usefulness has been greatly 
reduced, the maximum amount of water stored in Sutherland Reservoir having 
been only about 44 percent of its designed capacity ; 

(d@) Immediately upstream from the diversion dam of project No. 1835, the 
Central Nebraska Public Power & Irrigation District has constructed and now 
maintains the Kingsley (Keystone) Reseryoir, which has a useful storage 
capacity of 2,000,000 acre-feet and is a part of project No. 1417 under license from 
the Commission terminating July 29, 1887; and a short distance downstream from 
the point at which the Platte Valley District returns water to the South Platte 
River from project No. 1835, the Central Nebraska District has constructed and 
now maintains a diversion dam on the Platte River for the diversion of water 
for power and irrigation purposes through project No. 1417; 

(e) The Central Nebraska project and the Platte Valley project are electrically 
interconnected and both projects are electrically interconnected with the trans- 
mission system of Loup River Public Power District emanating from project No. 
1256 located on the Loup River and under license from the Commission termi- 
nating April 16, 1984; 

(f) The application for license for project No. 1835 was filed pursuant to a 
determination by the Commission on January 21, 1941, that the interests of 
interstate commerce would be affected by the project and an accompanying order 
directing filing of an application for license (docket No, DI-131) after previous 
consideration under docket No. DI-123; 

(g) The Sccretary of War and the Chief of Engineers have approved the 
plans of the project structures which show features affecting navigation, sub- 
ject to certain conditions as hereinafter provided in paragraphs (B) (iv), (B) 
(v), and (B) (vi); 

(h) The Seeretary of the Interior has been requested to report on the neces- 
sity for installation of fishways at the project, but to date no report has been 
received ; 

The Commission, having considered the application and supplements thereto 
and the record thereon, including the entire record in dockets Nos. DI-123 and 
DI-131, finds that: 

(1) The applicant is a public corporation organized under the laws of the State 
of Nebraska; has submitted satisfactory evidence of compliance with the re- 
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quirements of all applicab'e state laws in so far as necessary to effect the pur- 
poses of a license for the project; and applicant comes within the definition of 
a municipality as that term is defined by section 3 (7) of the Act; 

(2) No application for a similar project, or in conflict therewith, is before the 
Commission ; 

(3) The project, when completed as hereinafter provided, will be best adapted 
to a comprehensive plan for improving and developing the waterways involved 
for the use and benefit of interstate commerce, for the improvement and utilization 
of water power development, and for irrigation and other beneficial public uses, 
including recreational purposes ; 

(4) The installed horsepower capacity of the project hereinafter authorized is 
77,500 horsepower in two identical existing units of 18,000 horsepower, two pro- 
posed identical units of 18,000 horsepower, and one proposed unit of 5,500 horse- 
power; and the energy generated will be and is being disposed of through the 
electric transmission system maintained jointly by the applicant, the Central 
Nebraska District, and the Loup River District, both previously referred to, 
the power plants and the transmission and distribution systems of the three 
districts being operated under a mutual operating agreement ; 

(5) In accordance with section 10 (d) of the Act, the rate of return upon the 
net investment in the project and the proportion of surplus earnings to be paid 
into and held in amortization reserves are reasonable as hereinafter provided ; 

(6) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of the 
Act is reasonable as fixed and specified in paragraph (D) below; 

(7) The following transmission lines and appurtenant facilities owned by ap- 
plicant serve principally as primary lines transmitting power from the project to 
the points of junction with the distribution system or with the interconnected 
primary transmission system and, as such, are necessary parts of the complete 
project: 

(i) The 13,200-volt line from the North Plate substation at the power plant to 
the Cody substation at North Platte, Nebraska ; 

(ii) The 66,000-volt line from the North Platte substation to the McCook sub- 
station at McCook, Nebraska; 

(iii) The 113,000-volt line from the North Platte substation to Columbus, 
Nebraska, by way of Elm Creek and Grand Island, Nebraska; 

(iv) The North Platte substation located at the power plant and having 
u capacity of 30,000 kilovolt-amperes with high tension voltage of 66,000 and 
113,000 yolts ; 

(v) The 13,200-volt Cody substation at North Platte, Nebraska; 

(vi) The 66,000-volt McCook substation ; 

(vii) The 113,000-volt Elm Creek substation ; and 

(viii) The 113,000-volt Grand Island substation ; 

(8) The maps, plans, specifications, and statements filed as part of the 
application as amended and designated as Exhibit F, pages 1 to 10, inclusive, 
description of the hydraulic rights-of-way, and pages 1 to 33 inclusive, descrip- 
tion of the transmission line rights-of-way, except in so far as they include 
rights-of-way for the now dismantled 66,000-volt transmission line from the North 
Platte substation to the Kingsley Dam; as Exhibits J—1 to 3 inclusive (FPC 
Nos. 1835-1, 2 and 138) ; as Exhibits K-4 to 12 inclusive, K-16, K-18 to 21 inclusive, 
K-24 to 33 inclusive, K-40 and K-43 (FPC Nos. 1835-7 to 15 inclusive, 19, 21 to 
24 inclusive, 27 to 36 inclusive, 43 and 139); as Exhibits L-1, L-2, L-4 to 8 
inclusive, L-12 to 15 inclusive, L-17, L-19 to 22 inclusive, L-25 to 27 inclusive, 
I-30 to 32 inclusive, L-35, L-37, L-89 to 41 inclusive, L-53, L-54, L-56, L-57, 
L-65, L-68, L-69, L-82, L-93 to 96 inclusive (FPC Nos. 1835-46, 47, 49 to 53 
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inclusive, 57 to 60 inclusive, 62, 64 to 67 inclusive, 70 to 72 inclusive, 75 to 77 
inclusive, 80, 82, 84 to 86 inclusive, 98, 99, 101, 102, 110, 113, 114, 127, 40 to 42 
inclusive and 44); as Exhibit M, pages 1 to 4 except in so far as the Cody 
Steam Plant and the Kingsley Dam substation are included; in so far as such 
maps, plans, specifications, and statements portray the project works, conform 
to the Commission’s Rules of Practice and Regulations; 

(9) Exhibits K—-1, K-3, K-22, K-34 and K-35 (FPC Nos. 1835-4, 6, 25, 37 and 38) 
do not conform to the Commission’s Rules of Practice and Regulations, and said 
exhibits should be revised in accordance with the instructions contained in the 
Commission’s letter of March 1, 1943, addressed to the licensee; 

It is ordered that: 

(A) A license for a period effective January 1, 1941, and terminating June 30, 
1987, be issued to Platte Valley Public Power and Irrigation District for the 
operation and maintenance of so much of the project as is already constructed 
and for the construction, operation, and maintenance of such additional project 
works as the Commission may find to be necessary or desirable, subject to the 
provisions of the Act and the rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
issued under section 4 (e) of the Act for such projects, and the following special 
conditions: 

(i) Before starting the construction of any works related to the project, 
whether included in the license or not, which are not now constructed, the 
licensee shall file an application for approval of the plans therefor and for 
amendment of license to include such works therein; and the licensee shall 
not start the construction of any such works until the Commission shall have 
approved the plans therefor and shall have authorized the amendment of license; 

(ii) The licensee shall take such measures, construct such additional facilities, 
and make such improvements in the existing facilities as may be necessary or 
desirable for the efficient operation of said works and the development and 
transmission of power or such other purposes as may be directed by the Com- 
mission ; 

(iii) The actual legitimate original cust and the accrued depreciation of the 
project as of the effective date of the license, namely January 1, 1941, shall be 
determined in accordance with the Act and the Commission’s rules and 
regulations ; 

(iv) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation, and the right to require operation 
by the licensee of the project works of this project, so far as such operation 
involves the use, storage, and discharge from storage of waters affected by this 
license, under such rules and regulations as the Secretary of War may prescribe 
in the interests of navigation, and as the Federal Power Commission may pre- 
scribe for the protection of life, health, and property and in the interests of the 
fullest practicable conservation and utilization of such waters for power purposes, 
for irrigation and for other beneficial public uses, including recreational 
purposes ; 

(v) The operation of any navigation facilities which may be constructed as 
a part of or in connection with any dam or diversion structure constituting a 
part of the project works of this project shall at all times be controlled by 
such rules and ‘regulations in the interest of navigation, including the control 
of the level of the pool caused by such dam or diversion structure, as may be 
made from time to time by the Secretary of War. Such rules and regulations may 
include the construction, maintenance, and operation by the licensee at its own 
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expense of such lights and signals as may be directed by the Secretary of War, 
and such fishways as may be prescribed by the Secretary of the Interior pur- 
suant to section 18 of the Act; 

(vi) Whenever the United States shall desire to construct, complete, or im- 
prove navigation facilities in connection with said project, the licensee shall 
convey to the United States free of cost such of its lands and its rights-of-way 
and such rights of passage through its dam or other structures and permit such 
control of pools as may be required to complete, maintain, and operate such 
navigation facilities ; 

(vii) The licensee shall furnish, free of cost to the United States, power for 
the operation of such navigation facilities, whether constructed by the licensee 
or by the United States; and 

(viii) The licensee shall allow officers and employees of the United States 
showing proper credentials free and unrestricted access into, through, and 
across said project lands and project works in the performance of their official 
duties ; 

(C) After the first 20 years of operation of the project, six (6) percent per 
annum shall be the specified rate of return on the net investment in the project 
for determining surplus earnings in accordance with the provisions of section 
10 (d) of the Act for the establishment and maintenance of amortization reserves 
to be held until the termination of the license, or in the discretion of the Com- 
mission to be applied from time to time in reduction of the net investment in 
the project, and one-half of all surplus earnings in excess of six (6) percent per 
annum received in any calendar year shall be paid into and held in such amor- 
tization reserves ; 

(D) Subject to the provisions of section 10 (e) of the Act and the rules and 
regulations of the Commission thereunder, the licensee shall pay to the United 
States an annual charge starting January 1, 1941, for the purpose of reimburs- 
ing the United States for the costs of administration of Part I of the Act, of one 
(1) cent per horsepower on the horsepower capacity (77,500 horsepower) au- 
thorized by the license to be installed, plus two and one-half (244) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the fiscal year 
ended June 30 of the calendar year for which the charge is made; 

(E) The maps, plans, specifications, and statements referred to in finding 
(8) above as conforming to the Commission’s rules and regulations are hereby 
approved for incorporation in the license ; and the exhibits referred to in finding 
(9) above shall be conformed to the Commission's rules and regulations, as 
directed in the Commission’s letter of March 1, 1943, within 60 days after is- 
suance of license. 


Order issuing certificate of public convenience and necessity 
Iroquois Gas Corporation 
(Docket No. G-384) 
March 23, 1948 


Upon consideration of the application dated May 7, 1942, and filed by Iro- 
quois Gas Corporation, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
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diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a) Iroquois Gas Corporation (hereinafter referred to as “applicant”) is en- 
gaged in transportation of natural gas in interstate commerce, and in the sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, by means of its natural gas pipe lines and appurtenant facilities located 
in New York and extending from three points on the New York-Pennsylvania 
state line near Limestone, New York, to points in the western part of New 
York State; this gas is produced and transported in Pennsylvania and is deliv- 
ered to applicant at said points on the New York-Pennsylvania state line through 
connecting pipe lines; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended) and com- 
plies with the Commission’s regulations as to form and ccntent; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby is- 
sued to Iroquois Gas Corporation authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application for the transporta- 
tion and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matter what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) Nothing herein is to be construed as modifying the order entered Au- 
gust 8, 1940, in docket No. G-111, authorizing applicant to export natural gas 
from the United States to Canada ; 

(EB) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 






a - » & tee 


APPENDIX—ORDERS 


Order issuing certificate of public_convenience and necessity 


West Texas Gas Company 
(Docket No. G-330) 
March 23, 1943 


Upon consideration of the application filed by West Texas Gas Company on 
May 7,'1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission’s jurisdiction, in 
which the company, on February 7, 1942, and subsequent thereto, has been bona 
fide engaged ; and 

It appearing to the Commission that: 

(a) West Texas Gas Company (hereinafter referred to as “applicant”) is 
engaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate. commerce for resale for ultimate public con- 
sumption by means of its natural gas pipe lines and appurtenant facilities de- 
scribed in its application, situated in the State of Texas, and extending to a 
point adjacent to the boundary line of the States of Texas and New Mexico; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4011, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; . 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly mede to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to West Texas Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so oper- 
ated since then, as described in its application, for the transportation and 
sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matters what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order for hearing 
Bonneville Power Administration and The Washington Water Power Company 
(Docket No. IT-5818) 
March 23, 1943 


It appearing to the Commission that: 
(a) On February 15, 1943, the Commission entered an order requiring, among 
other things, The Washington Water Power Company to transmit and deliver 
electric energy to certain Army establishments at Spokane, Washington, for the 
account of Bonneville Power Administration. 

(bv) On February 20, 1943, The Washington Water Power Company requested 
the Commission to grant a hearing in this matter. 

(c) On March 12, 1943, The Washington Water Power Company was advised, 
among other things, that the reasons stated in its request for such hearing had 
been previously advanced by representatives of the company at a conference on 
December 7, 1942, and considered by the Commission before entering its aforesaid 
order, but that if a further hearing were desired the Commission should be so 
advised. 

(d) On March 16, 1943, The Washington Water Power Company requested a 


hearing in Washington, D. C., early in April 1943, subject to the convenience of the 
Commission. . 


The Commission orders that: 

(A) A public hearing be held in this matter, commencing on April 5, 1948 at 
9:30 A. M., Eastern War Time, in the Hearing Room of the Commission, Hurley- 
Wright Building, 1800 Pennsylvania Avenue NW., Washington, D. C. 

(B) Such hearing shall be public, except insofar as the presiding officer may 
deem otherwise appropriate in view of the war aspects of the subject matter. 


Order issuing temporary certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Company 
(Docket No. G—437) 
March 27, 1943 


Upon consideration of the application for a temporary certificate of public 
convenience and necessity filed by the Panhandle Eastern Pipe Line Company on 
December 10, 1942, to authorize the construction, installation and operation of the 
facilities hereinafter described, and other material in the Commission’s records 
and files pertaining to the applicant; and 

It appearing to the Commission that: 

(a) Applicant and its wholly owned subsidiaries operate an integrated natural 
gas pipeline system, and are engaged in the transportation and sale of natural gas 
in interstate commerce for direct use and for resale for ultimate consumption for 
domestic, commercial and industrial uses ; 

(6) Applicant seeks a temporary certificate of public convenience and necessity, 
pursuant to section 7 (c) of the Natural Gas Act, as amended, authorizing the 
applicant to construct and operate the following facilities for the transportation 
and sale of natural gas to The Albion Gas Light Company: 
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A pipe line approximately 114 miles in length extending from a point on the 
applicant’s existing Michigan West Line, in Calhoun County, Michigan, in a 
northerly direction to the city limits of Albion, Michigan, to be constructed of 
2-inch pipe, together with valves, fittings, regulators, meters and other equipment 
and appurtenances necessary for the operation of the line and for the furnishing 
of natural gas to The Albion Gas Light Company ; 

(c) The applicant filed a petition with the War Production Board for a prefer- 
ence rating for the pipe and other materials to construct the line described in 
paragraph (b) above, and the Commission is advised that such preference rating 
was issued on November 2, 1942; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption for domestic, commercial, industrial or other use, and 
is a natural-gas company within the meaning the Natural Gas Act; 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity author- 
izing the applicant to construct, install and operate the facilities described in 
paragraph (b) above; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and it hereby is 
issued for a period of 5 years or for the duration of the national emergency, 
whichever is longer, authorizing the applicant to construct, install and operate 
facilities described in paragraph (b) above, and as shown in the application and 
for the transportation and sale of natural gas to The Albion Gas Light a 
upon the following express terms and conditions: 

(i) The construction and installation of the facilities hereby authorized shall 
be commenced on or before April 1, 1943, and completed on or before May 1, 1943; 

(ii) Applicant shall submit a statement to the Commission under oath on 
April 16, 1943, setting forth fully the status of the construction and installation of 
the facilities covered by this authorization ; 

(iii) Applicant shall report in writing to the Commission under oath the com- 
pletion date of the unit above described, together with the date that the same is 
put into service; 

(iv) Nothing herein is to be construed as indicating that the Commission has 
authorized or that it will authorize the construction and operation of the facilities 
described in an application filed February 25, 1943, by Panhandle Eastern Pipe 
Line Company and its wholly owned subsidiaries, Illinois Natural Gas Company, 
and Michigan Gas Transmission Corporation, docket No. G—452; 

(v) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, service, 
accounts or any other matters whatsoever in any proceeding now pending before 
the Commission or that may come before the Commission with respect to said 
applicant, or the facilities herein authorized to be constructed, installed and 
operated; and nothing herein shall be construed as an acquiescence by the Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted by the applicant, nor shall it be considered as a determination 
of service area under section 7 (f) of the Natural Gas Act Xs amended ; 

(vi) Upon the failure of the applicant to comply with any of the terms and 
conditions herein, this temporary certificate shall cease to have any force or effect. 
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Order approving accounting adjustments and disposition of amounts classified in 
Account 107, electric plant adjustments 


Northern Power Company 
(Docket No. IT-5766) 
March 30, 1943 


It appearing to the Commission that: 

(a) By order of January 27, 1942, Northern Power Company (hereinafter called 
“Northern”) was required to show cause at a public hearing why it should not, 
as recommended by the Commission’s staff, make certain accounting adjustments 
in its reclassification and original cost studies of electric plant filed with this 
Commission and dispose of an amount established in Account 107, electric plant 
adjustments ; 

(6) Pursuant to said order of January 27, 1942, and subsequent orders post- 
poning the time of hearing, the hearing was convened on March 23, 1942, and then 
adjourned from time to time to March 26, 1942, when, on suggestion of counsel, it 
was “recessed subject to the further order of the Federal Power Commission” in 
order to permit representatives of Northern and members of the staff of the 
Commission to confer with a view to reaching an agreement, subject’ to the Com- 
mission’s approval, on the matters in issue; 

(c) Conferences were thereafter held, and the representatives of Northern and 
the staff of the Commission reached an agreement, embodied in a stipulation, 
dated December 1, 1942, which includes revised reclassification and original cost 
statements “E,” “F,’ “G,” and “H” reflecting the acounting adjustments agreed 
upon and plans for the disposition of the amounts established in Account 107, 
electric plant adjustments ; 

(d) By the terms of that stipulation, $17,024.04 (net) is established in Account 
107 and is to be disposed of as follows: 


To Account 250, reserve for depreciation of’ electric plant, repre- 

senting aiieenrnel NCR wen $17, 947. 51 
To Account 271, earned surplus, representing improper changes 

to plant__-__ 
To Account 265, contributions in aid of construction (1, 082. 33) 


Total : 17, 024. 04 


(e) By the terms of that stipulation $259,089.11, representing the excess of 
cost to Northern over the original cost of physical property acquired from a 
predecessor company, is to be established in Account 100.5, electric plant acquisi- 
tion adjustments ; 

(f) The facts relating to the appropriate accounting treatment of the amount 
in Account 100.5 are to be developed in connection with the revised original cost 
studies to be prepared by Minnesota Power & Light Company (See Jn the Matter 
of Minnesota Power & Light Company, supra, pp. 388, 396) , since the amount relates 
to property at one time owned by one of Minnesota’s predecessors ; 

(g) By the terms of the stipulation, Northern proposes to depreciate, amortize 
or otherwise treat the amounts includible in Account 100.5 in such manner as 
may be finally determined to be appropriate on the basis of the facts to be de- 
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veloped as described in paragraph (f) hereof, and agrees that the Commission 
may reserve and retain any jurisdiction which’ it may have over the final account- 
ing treatment of the amount classified in Account 100.5; 

(h) It has been agreed that the stipulation and revised reclassification state- 
ments shall be included as a part of the record of this proceeding without further 
formal hearing or other action; a 

Upon consideration of the previous orders in this proceeding, the aforemen- 
tioned stipulation dated December 1, 1942, revised reclassification statements 
“BR,” “F,” “G,” and “H,” Northern Power Company, power system statement, 1937 
(F. P. C. Form No. 64), Minnesota Power & Light Company, Superior Water, 
Light & Power Company, and Northern Power Company, power system statement, 
1941 (F. P. C. Form No. 64) and Northern Power Company, annual report, 1941 
(F. P. C. Form No. 1), the Commission finds that: 

(1) Northern owns and operates facilities for the transmission and sale at 
wholesale of electric energy which is transmitted from the State of Minnesota 
and consumed at points in the State of Wisconsin by persons other than the 
transmitter thereof, including facilities for sale of electric energy to Dahlberg 
Light and Power Company for resale, and electric lines and cables from several 
points on the Minnesota-Wisconsin boundary to step-down substations, and such 
substations ; 

(2) The facilities described in paragraph (1) hereof are facilities for trans- 
mission and/or sale at wholesale of electric energy in interstate commerce; 

(3) Northern, by reason of its ownership and operation of such facilities, is 
a public utility within the meaning of that term as used in the Federal Power 
Act; 

(4) The accounting adjustments reflected in the revised reclassification state- 
ments are consistent with sound principles of accounting and the Commission’s 
Uniform System of Accounts ; 

(5) The proposed plan of disposition of the amount of $17,024.04 (net) estab- 
lished in Account 107 is consistent with sound principles of accounting and the 
Commission’s Uniform System of Accounts; 

(6) It is appropriate to permit Northern to develop the facts which will enable 
it to submit a plan for the disposition of $259,089.11 established in Account 100.5 
in connection with the preparation and submission by Minnesota, in accordance 
with the Commission’s opinion, supra, of revised original cost studies; 

The Commission orders that: 

(A) Northern record in its books of account its reclassification and original 
cost studies, as reflected in revised statement “F’ ; 

(B) Northern dispose of the amount of $17,024.04 (net) established in Ac- 
count 107 in accordance with the plan described in paragraph (d) hereof; 

(C) Northern submit a plan for the disposition of the amount of $259,089.11 
established in Account 100.5 within the time fixed by the Commission for Minne- 
sota to file its revised original cost studies with the Commission ; 

(D) Northern submit certified copies of the entries required by paragraphs 
(A) and (B) hereof within 30 days from the date of service of this order; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations, and orders issued by 
the Securities and Exchange Commission. 
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Order issuing certificate of public convenience and necessity 
Penn-York Natural Gas Corporation 
(Docket No. G-260) 
March 30, 1943 


Upon consideration of the application filed by Penn-York Natural Gas 
Corporation on ‘April 24, 1942, as amended March 8, 1943, pursuant to section 
7 (c) of the Natural Gas Act, as amended, for a certificate of public convenience 
and necessity authorizing the continuation of operations by the company, sub- 
ject to the Commission’s jurisdiction, in which the company, on February 7, 1942, 
and subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Penn-York Natural Gas Corporation (hereinafter referred to as “appli- 
cant”) is engaged in the transportation of natural gas in interstate commerce 
and in the sale of natural gas in interstate commerce for resale for ultimate 
public consumption, by means of its natural gas pipe lines and appurtenant 
facilities located in Pennsylvania and New York and extending across the Penn- 
sylvania-New York State line at a point near Whitesville, New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4009, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application as amended and exhibits 
attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Penn-York Natural Gas Corporation authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application as amended, for 
the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 2 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to applicant 
or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(BE) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing certificate of public convenience and necessity 
United Natural Gas Company 
(Docket No. G-828) 


March 30, 1948 





Upon consideration of the application filed by United Natural Gas Company 
on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, 
for a certificate of public convenience and necessity authorizing the continuation 
of operations by the company, subject to the Commission's jurisdiction, in which 
the company on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) United Natural Gas Company, a Pennsylvania corporation (hereinafter 
referred to as “applicant”), is.engaged in the transportation of natural gas pro- 
duced in Pennsylvania and New York and in the sale of such gas in interstate 
commerce for resale for ultimate public consumption in Ohio and New York, 
by means of its natural-gas pipe lines and appurtenant facilities located in the 
State of Pennsylvania ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4011; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural Gas 
Act; / 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and 
has-so operated since that time; 

(3) The application was duly made to the Commission within ninety (90) days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to United Natural Gas Company, authorizing its continued operation of its facil- 
ities which were in bona fide operation on February 7, 1942, and have been so op- 
erated since then, as described in its application, for the transportation and sale 
of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized, in accordance with the provisions of the Natural Gas 
Act, and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order authorizing and approving merger of facilities 


Superior Water, Light and Power Company and Northern Power Company 
(Docket No, IT-5819) 
March 380, 1948 


Superior Water, Light and Power Company (hereinafter referred to as “Su- 
perior”) and Northern Power Company (hereinafter referred to as “Northern”), 
having their principal business offices at 1230 Tower Avenue, Superior, Wiscon- 
sin, on February 25, 1943, applied for an order pursuant to section 208 of the 
Federal Power Act authorizing and approving the merger of the facilities of 
Northern and Superior, or, in the alternative, for an order dismissing the applica- 
tion for want of jurisdiction. 

From the application and exhibits thereto and the records in In the Matter of 
Superior Water, Light and Power Company, docket No. IT-5765, and In the Matter 
of Northern Power Company, docket No. IT-5766, it appears to the Commission 
that: 

(a) Due written notice of the aforesaid application has been given to the 
Railroad & Warehouse Commission of the State of Minnesota, the Public Service 
Commission of Wisconsin, and to the Governors of the States of Minnesota and 
Wisconsin, advising that all comments, suggestions, requests for hearing, etc., 
should be received by March 13, 1943. Notice of the application was also pub- 
lished in the Federal Register on February 27, 19438, stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before March 13, 1943. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

(b) On the basis of the record before it in docket No. IT-5765 and docket No. 
IT-5766, the Commission found that Superior and Northern own and operate 
facilities for the transmission and sale at wholesale of electric energy in inter- 
state commerce and, therefore, are public utilities within the meaning of the 
Federal Power Act; and in the present application, both Superior and Northern 
admits that each is a “public utility” as that term is defined in the Federal Power 
Act. 

(c) All of the common stock of Superior and Northern, except Directors’ 
shares, is owned by American Power & Light Company (hereinafter called 
“American”), which is also a creditor of Northern in the principal amount of 
$794,000 and of Superior in the principal amount of $1,636,000. 

(d) To effect the proposed merger, Superior proposes to acquire all of North- 
ern’s common stock from American and then to merge Northern into itself, 
assuming all of the obligations of Northern, except $794,000 of open account 
indebtedness of Northern, to American, which is to be forgiven by American for 
the purpose of creating a capital surplus on the books of Northern. This capital 
surplus is to be used, in part, to establish a depreciation reserve in conformity with 
the requirements of the Public Service Commission of Wisconsin and to eliminate 
an operating deficit. 

(e) Asa part of the proposed acquisition of Northern’s common stock and 
the merger, Superior proposes to issue for cash $2,500,000 principal amount of 
First Mortgage Thirty-Year Bonds, $1,000,000 principal amount of 15-year 
debentures and 1,000 shares of its $100 par value common stock to American, all 
for the purpose of retiring $500,000 par value of its outstanding 7% Cumulative 
Preferred Stock, eliminating its open account indebtedness to American of 
$1,636,000 and retiring $1,600,000 principal amount of three-year notes, due 1945. 
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(f) By order dated September 1, 1942, in docket No. IT-5765, supra, p. 254, 
this Commission, in connection with the reclassification of accounts studies 
required by its system of accounts, directed Superior to establish $300,000 in 
Account 107, electric plant adjustments,‘ and to dispose of that amount by charges 
to Account 271, earned surplus. 

(g) Superior thereafter filed a petition for review of the Commission’s order 
of September 1, 1942, in the United States Circuit Court of Appeals for the Seventh 
Circuit and on February 17, 1943, that court entered an order staying the require- 
ments of the Commission’s order on condition that Superior shall not, without 
the advance written approval of this Commission, declare or pay any dividend 
or make any other distribution out of earned surplus which would have the 
effect of reducing the balance in earned surplus to an amount less than that 
required to absorb the charges of $300,000 to that account ordered by the Com- 
mission by its said order of September 1, 1942. The proposed merger in no 
way affects the requirements of the stay order and there is, therefore, no need 
to impose further conditions herein with respect thereto. 

(h) By the terms of a stipulation between counsel for Northern and counsel 
for the Commission, approved by this Commission on March 30, 1943, in docket 
No. IT-5766, the reclassification of Northern’s accounts is agreed upon and, 
inter alia, an amount of $259,089.11, representing the excess of cost to Northern 
over the original cost of physical property acquired from a predecessor company 
of Minnesota Power & Light Company, is established in Account 100.5, electric 
plant acquisition adjustments, subject to such disposition as will be ordered by 
this Commission at a future date after submission of a study by Superior of 
the books and records of Minnesota Power & Light Company respecting this 
amount. 

(i) In a similar stipulation between Northern and the Wisconsin Commission, 
the same amount of $259,089.11 is established in the acquisition adjustment 
account provided by the Wisconsin Commission’s system of accounts, 

(j) The Public Service Commission of Wisconsin has approved the proposed 
acquisition of Northern’s common stock by Superior from American and the 
proposed merger of Northern and Superior as consistent with the public interest 
and has also approved the proposed issuance of securities by Superior. 

(k) In giving its approval to the several aspects of the proposed transactions, 
the Wisconsin Commission has permitted Superior to carry forward to its books 
$155,244.37 of the $259,089.11 established in Account 100.5 by Northern, the 
balance of $103,844.74 being in effect eliminated against “Capital Surplus (paid 
in).” With respect to the $155,244.37, the Wisconsin Commission’s order states 
that Superior will be expected to file its plan for the disposition of this amount 
at an early date. 

(1) By a letter received March 27, 1948, Superior, in order to reconcile its 
proposal with the requirements imposed by the Wisconsin Commission, supple- 
ments its application and now proposes to set up a reserve in the amount of 
$103,844.74 by transferring that amount from “Capital Surplus (paid in)” to 
Account 252, reserve for amortization of electric plant acquisition adjustments. 

The Commission having considered the application, as supplemented, and 
exhibits thereto, the record in In the Matter of Superior Water, Light and 
Power Company, docket No. IT-5765, and the record in Jn the Matter of-Northern 
Power Company, docket No. IT-5766, finds that: 

(1) Superior and Northern are corporations organized and existing under 
and by virtue of the laws of the State of Wisconsin. 

(2) Superior and Northern own and operate facilities for the transmission 
and sale at wholesale of electric energy in interstate commerce and are, there- 
fore, public utilities under the Federal Power Act. 
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(3) By the proposed merger, each of the applicants will merge or consolidate 
its facilities subject to the jurisdiction of the Commission with those of the 
other applicant within the meaning of the provisions of section 203 of the 
Federal Power Act. 5 , 

(4) The proposed merger is exempted from the requirements of section 9 (a) 
of the Public Utility Holding Company Act of 1935 by section 9 (b) of that 
Act. The applicants have not been shown to be subject to any other require- 
ment imposed by or pursuant to the Public Utility Holding Company Act of 
1935 and, therefore, are not exempt from the requirements of section 203 of 
the Federal Power Act by section 318 of the latter Act. 

(5) The operations of Superior and Northern are complementary. The service 
areas of both companies, for the most part, are confined to the City of Superior, 
Wisconsin, each supplying about one-half of the electric demand of that city, 
and their operations involve the employment of the facilities of one another. 
Their principal business office addresses are the same and it is expected that 
the merger will effect certain economies of operation, such as with respect 
to bookkeeping and reporting to regulatory agencies. 

(6) The proposed merger, as hereinafter authorized, insofar as it is subject 
to section 203 of the Federal Power Act, will be censistent with the public 
interest. 

The Commission orders that: 

(A) The proposed merger of facilities subject to the jurisdiction of the Com- 
mission be and the same is hereby authorized on the terms and conditions set 
forth in the application and subject to the terms hereof. 

{B) Superior shall set up on its books a reserve by transferring $103,844.74 
from “Capital Surplus (paid in)” to Account 252, reserve for amortization of 
electric plant acquisition adjsutments. ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come: before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) This authorization shall expire unless acted upon within sixty (60) days 
after the date of this order. 

(E) Applicants shall report with reference to the subject matter hereof as 
required by the Commission’s Rules of Practice and Regulations, and shall file 
the appropriate accounting entries within six months from the date of con- 
summation of the proposed merger as required by the provisions of the Uniform 
System of Accounts. 


Order granting permission under balance sheet accounts instruction 6-E with 
respect to the disposition of unamortized debt discount and expenses and 
redemption premiums associated with refunded bonds and bonds to be refunded 


Public Service Company of New Hampshire 
(Docket No. IT-5821) 
March 30, 1943 


Upon the amended application of Public Service Company of-New Hampshire 
(hereinafter referred to as “applicant”), filed March 25, 1943, pursuant to the 
provisions of balance sheet accounts instruction 6-E of the Commission’s Uniform 
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System of Accounts prescribed for public utilities and licensees, to dispese of 
unamortized debt discount and expenses and redemption premiums associated 
with refunded bonds and bonds which are to be refunded in accordance with the 
plan submitted in said amended application ; and 

It appearing to the Commission that: 

(a) Applicant is contemplating the refunding of its presently outstanding first 
mortgage bonds aggregating $18,929,000 at the present call price of 104% of their 
principal amount through the issuance of $20,500,000 principal amount of first 
mortgage bonds, Series A, 844%, due January 1, 1973, at an estimated price of 
104; 

(0) The proceeds from the sale of the new bonds, over and above the amount 
necessary to refund the presently outstanding bonds will be used, according to 
the applicant, to pay $1,000,000 of bank loans to pay the expenses of refinancing 
and to reimburse the treasury for moneys spent in the construction and acquisition 
of utility plant; 

(c) As of December 31, 1942, there was a balance of $1,308,967 of unamortized 
debt discount and expenses on applicant’s books associated with bonds redeemed 
prior to 1937, as follows: 

Amount of 
unamortized 
debt discount 
Description of issue and expense 
Manchester Trac. Lt. & Power Co., First and Refdg. Mtge. due 8/1/52_.._ $284, 044 
Pub. Serv. Co. of N. H. First Mtge. Bonds: 
Series A, due 11/1/56, 5% 
Series B, due 10/1/57, 414% 


i asetaeriacic tnd cuaeennaelisseameenh ane ltnsenesiptwntepehoameanaon 1, 308, 967 


(2) As of December 31, 1942, there was a net credit balance of $23,628 of un- 
amortized sale premiums on applicant’s books associated with the presently 
outstanding bonds which applicant proposed to refund; 

(e) Redemption premiums on the presently outstanding bonds which are to be 
refunded will amount to $757,160; 

(f) Applicant estimates that a saying of $550,000 in Federal income taxes for 
1943 will be realized from the proposed refunding; 

(g) Applicant proposes to dispose of the amount of $1,308,967 of unamortized 
debt discount and expense associated with bonds refunded prior to 1937 by 
deducting from gross income an amount, estimated at $550,000, equal to the saving 
in Federal income taxes in 1943, and by charging the remaining balance, esti- 
mated at $758,967, to Account 271, earned surplus; 

(h) Applicant proposes to dispose of the redemption premiums of $757,160 to 
be paid on the redemption of the now outstanding Series C, D, E, and F bonds, 
less the unamortized original sale premium and expense of $23,628 applicable to 
said bonds, by amortization over a 10-year period from the date of call of said 
bonds, by annual deductions from gross income; 

(i) Parag aph BE of balance sheet accounts instruction 6, of the Commission’s 
Uniform System of Accounts provides that when redemption of one issue or 
series of bonds or other long term obligations is financed by another issue or 
series before the date of maturity of the first issue, any unamortized discount, 
expense or premium on the first issue and any premium paid or discount earned 
on reacquirement shall be debited or credited, as appropriate, to Aceount 414, 
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miscellaneous debits to surplus, or Account 401, miscellaneous credits to surplus, 
provided, however, that if the applicant desires to amortize any of the discount, 
expense, or premium associated with the issuance or redemption of the first issue 
over a period subsequent to date of redemption, the permission of the Commission 
must be obtained ; 

The Commission, having considered the amended application and other matters 
of record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its owner- 
ship and operation of such facilities is a public utility within the meaning of 
that term as used in the Federal Power Act; 

(2) The estimated annual interest saving from the refunding transactions, 
after considering Federal income taxes at present normal and surtax rates, 
will provide for the greater portion of the annual charges under the proposed 
10-year amortization period for the net redemption premiums of $733,582 
($757,160 minus $23,628) ; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of the unamortized 
debt discount and expense associated with previously redeemed bonds in ac- 
cordance with the plans described in paragraphs (f) and (g) hereof and to 
amortize $733,532, representing the net amount of redemption premiums over 
original sale premiums associated with the presently outstanding bonds as de- 
scribed in paragraph (h) hereof: Provided, however, That applicant may 
accelerate the amortization of the $733,532 if it shall desire so to do; 

(B) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amorti- 
zation charges, should such an issue arise in any proceedings affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 


Order modifying disposition requirements of the Commission’s order of July 31, 
1942 


Portland General Dlectric Company 
(Docket No. IT-5779) 
March 30, 1948 


Upon consideration of Portland General Electric Company's application for 
authority to dispose of the amount of $2,000,000 established in Account 100.5, 
electric plant acquisition adjustments, by monthly charges to Account 537, mis- 
cellaneous amortization, over a period not to exceed ten years beginning with 
January, 1943, instead of by charges to Account 271, earned surplus, as required 
by the subparagraph (x) of paragraph (i) of the Commission's order of July 
31, 1942; 

The Commission orders that: 

Portland General Electric Company is hereby authorized to amortize the 
amount of $2,000,000 established in Account 100.5 by equal monthly charges to 
Account 537, miscellaneous amortization, over a period not to exceed 10 years 
beginning January, 1943. 
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Order issuing certificate of public convenience and necessity 


Rockland Light and Power Company 
(Docket-No. G-269) 
April 6, 1943 


Upon consideration of the application filed by Rockland Light and Power 
Company on May 2, 1942, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a certificate of public convenience and necessity authorizing 
the continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a) Rockland Light and Power Company (hereinafter referred to as “appli- 
cant”) is engaged in transportation in interstate commerce of natural gas pro- 
duced in Pennsylvania and in other states, and in the sale of natural gas in in- 
terstate commerce for resale for ultimate public consumption in New York and 
Pennsylvania, by means of its natural gas pipe lines and appurtenant facilities 
located in New York and connecting with pipe lines of other companies operat- 
ing in Pennsylvania and New York; 

(b) Notice of the application has been duly served upon all interested par- 
ties, in accordance with the Commission's regulations, and published in Volume 
7, Federal Register, page 4010; and no protest thereto has been received ; 

The Commission finds. that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act. 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale subject to the jurisdiction of this Com- 
mission, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby is- 
sued to Rockland Light and Power Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application for the transportation 
and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and atiy pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order issuing certificate of public convenience and necessity 


Kansas-Nebraska Natural Gas Company, Inc. 
(Docket No. G-250) 
April 6, 1943 


Upon consideration of the application filed by Kansas-Nebraska Natural Gas 
Company, Inc., on April 24, 1942, pursuant to section 7 (c) of the Natural Gas 
Act, as amended, for a certificate of public convenience and necessity authorizing 
the continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a) Kansas-Nebraska Natural Gas Company, Inc., (hereinafter referred to 
as “applicant”) is engaged in the transportation of natural gas in interstate com- 
merce and in the sale of natural gas in interstate commerce for resale for 
ultimate public consumption, by means of its natural gas pipe lines and 
appurtenant facilities located in Kansas and Nebraska and extending across 
the Kansas-Nebraska state line; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and has 
so operated since that time; 

(83) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended) and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Kansas-Nebraska Natural Gas Company, Inc., authorizing its con- 
tinued operation of its facilities, which were in bona fide operation on February 
7, 1942, and have been so operated since then, as described in its application for 
the transportation and sale of natural gas subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Comis- 
sion over rates, valuation, costs, services, accounts, or any other matter what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C). Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, = apes or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 





APPENDIX—ORDERS 


Order issuing certificate of public convenience and necessity 
Northern Natural Gas Company 
(Docket No. G-280) 
April 6, 1943 


Upon consideration of the application filed by Northern Natural Gas Company 
on May-4, 1942, and amended November 13, 1942, and February 15, 1943, pur- 
suant to section 7 (c) of the Natural Gas Act, as amended, for a certificate of 
public convenience and necessity authorizing the continuation of operations by 
the company, subject to the Commission’s jurisdiction, in which the company, 
on February 7, 1942, and subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Northern Natural Gas Company, a Delaware corporation (hereinafter 
referred to as “applicant”), is engaged in the transportation of natural gas in 
interstate commerce and in the sale in interstate commerce of natural gas for 
resale for ultimate public consumption by means of its natural gas pipe lines 
and appurtenant facilities located in and extending across the boundaries of 
the States of Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South 
Dakota ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas subject to the jurisdiction of this Commission over the routes 
described in its application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Northern Natural Gas Company authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transportation 
and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to the applicant 
or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the Com- 
mission’s orders issuing temporary certificates of public convenience and neces- 
sity to applicant, nor shall it be considered as a determination of the applicant’s 
service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the op- 
erations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations, or orders heretofore or hereafter is- 
sued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 
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Order issuing certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
(Docket No. G—282) 
April 6, 1948 


Upon consideration of the application filed by the Montana-Dakota Utilities Co. 
on May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act as amended, for 
a certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Montana-Dakota Utilities Co., a Delaware corporation (hereinafter re- 
ferred to as “applicant”’), is engaged in the transportation in interstate com- 

» merce of natural gas produced in Montana and North Dakota by means of its 
natural-gas pipe lines and appurtenant facilities located in and extending across 
the boundaries of Montana, North Dakota, and South Dakota; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received ; 

The Commission finds that: 


(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas subject to the jurisdiction of this Commission over the routes de- 
scribed in its application and exhibits attached thereto, and has so operated since 
that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Montana-Dakota Utilities Co. authorizing its continued operation of 
its facilities which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in the application for the transportation 
of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to the applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission ; 


(B) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 
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Order issuing certificate of public convenience and necessity 
LeFlore County Gas and Hlectric Company 
(Docket No. G-304) 
April 6, 1943 


Upon consideration of the application filed by LeFlore County Gas and Electric 
(‘ompany on May 7, 1942, pursuant to section 7 (c) of the Natural Gas Act as 
umended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a) LeFlore County Gas and Electric Company, an Oklahoma corporation (here- 
inafter referred to as “applicant”), is engaged in the transportation of natural 
gas in interstate commerce and in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption in Arkansas by means of its natural- 
gas pipe line and appurtenant facilities located in the State of Oklahoma ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4007; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas subject to the jurisdiction of this Commission over the 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to LeFlore County Gas and Electric Company authorizing its continued operation 
of its facilities which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transportation 
and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matters whatsoever 
that may come before the Commission with respect to the applicant or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the determina- 
tion of the applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations, or orders heretofore or hereafter issued 
by the Commission ; 

(BE) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 
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Order issuing certificate of public convenience and necessity 
Universal Gas Company 
(Docket No. G-375) 
April 6, 1948 


Upon consideration of the application dated April 25, 1942, and filed by Universal 
Gas Company pursuant to section 7 (c) of the Natural Gas Act, as amended, for 
a certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which the 
company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged; and , 

It appearing to the Commission that: 

(a) Universal Gas Company (hereinafter referred to as “applicant”) is en- 
gaged in the transportation in interstate commerce of natural gas produced in 
Texas, Oklahoma, Kansas, and Indiana, and in the sale of natural gas in inter- 
state commerce for resale for ultimate public consumption in the States of In- 
diana and Illinois, by means of its natural gas pipe lines and appurtenant 
facilities located in the State of Indiana and connecting with pipe lines of com- 
panies operating across the State line; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4011, and no protest thereto has been received ; 

‘The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies 
with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Universal Gas Company authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application, for the transportation and sale of 
natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matter whatso- 
ever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; r 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Kentucky Natural Gas Corporation 


(Docket No. G-876) 


April 6, 1943 


Upon consideration of the application dated April 17, 1942, and filed by Ken- 
tucky Natural Gas Corporation pursuant to section 7 (c) of the Natural Gas 
Act, as amended, for a certificate of public convenience and necessity authoriz- 
ing the continuation of operations by the company, subject to the Commis- 
sion’s jurisdiction, in which the company, on February 7, 1942, and subse- 
quent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Kentucky Natural Gas Corporation (hereinafter referred to as “appli- 
cant”) is engaged in the transportation of natural gas in interstate commerce 
and in the sale of such gas in interstate commerce for resale for ultimate pub- 
lic consumption, by means of its natural gas pipe lines and appurtenant facil- 
ities located in Indiana; Illinois and Kentucky, and extending across the Indi- 
ana-Illinois and the Indiana-Kentucky state lines; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006, and no protest thereto has been received ; ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the trans- 
portation and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over the routes described in its application and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby is- 
sued to Kentucky Natural Gas Corporation authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transpor- 
tation and sale of natural gas subject to the jurisdiction of this Commission; 

(B) This certificate shall not be transferable except upon express approval of 
this Commission ; shall be without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order instituting investigation 


Mississippi River Fuel Corporation, Hope Producing Company, Southern Car- 
bon Company, United Carbon Company 


(Docket No. G-462) 
April 6, 1943 


Upon consideration of the information and data contained in the Commis- 
sion’s files and records, and ether information and data, together with the evi- 
dence of record in docket Nos, G—-132 and G-149; and 

It appearing to the Commission that: 

(a) Heretofore Standard Oil Company (New Jersey), Columbian Carbon 
Company, United Carbon Company, Blectric Power & Light Corporation, Moody 
Seagraves Company, and Palmer Corporation of Louisiana formed a syndicate 
for the purpose of owning and operating, through Mississippi River Fuel Cor- 
poration, a natural-gas transmission pipe line extending from natural gas fields 
located within the State of Louisiana through the States of Arkansas and Mis- 
souri and into the State of Illinois; 

(6) It was agreed, as a part of the syndicate arrangement, that the syndicate 
members or their respective nominees would furnish to the Mississippi River 
Fuel Corporation the pipe line corporation organized under the laws of the State 
of Delaware with principal place of business in St. Louis, Missouri, such natural 
gas as may be required by the pipe line corporation ; 

(c) At the time of the original issuance of the stock of Mississippi River Fuel 
Corporation, United Gas Company took the proportion originally allotted for 
Moody Seagraves Company, and Louisiana Gas & Fuel Company took the com- 
bined allotments for Blectric Power & Light Corporation, and Palmer Cor- 
poration of Louisiana ; 

(d) The interests of United Gas Company and Louisiana Gas & Fuel Company - 
in the Mississippi River Fuel Corporation were subsequently acquired by United 
Gas Corporation ; 

(e) Mississippi River Fuel Corporation does not produce any natural gas, 
and its entire requirements are furnished by United Gas Pipe Line Company, 
Interstate Natural Gas Company, Incorporated, Hope Producing Company, 
Southern Carbon Company and United Carbon Company, all of which companies 
are affiliated with Mississippi River Fuel Corporation directly or indirectly 
through stock ownership ; 

(f) United Gas Pipe Line Company supplies 40 percent of the natural gas 
requirements of Mississippi River Fuel Corporation ; 

(g) United Gas Corporation controls all the voting stock of United Gas Pipe 
Line Company, and 46.65 percent of the voting stock of Mississippi River Fuel 
Corporation ; 

(h) Interstate Natural Gas Company, Incorporated, and Hope Producing 
Company jointly supply 22 percent of the natural gas requirements of Mississippi 
River Fuel Corporation ; 

(i) Standard Oil Company (New Jersey) controls 53.97 percent, and Colum- 
bian Carbon Company 15.63 percent of the voting stock of Interstate Natural Gas 
Company, Incorporated; Standard controls all the voting stock of Hope Pro- 
ducing Company; Standard controls 22.39 percent, and Columbian 17.02 percent 
of the voting stock of Mississippi River Fuel Corporation; 

(j) Southern Carbon Company supplies 21 percent of the natural gas require- 
ments of Mississippi River Fuel Corporation ; 
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({k) Columbian Carbon Company controls all the voting stock of Southern 
Carbon Company, and 17.02 percent of Mississippi River Fuel Corporation ; 

(lt) United Carbon Company, which supplies 17 percent of the natural gas 
requirements of Mississippi River Fuel Corporation, owns 13.42 percent of the 
voting stock of Mississippi ; 

(m) The Commission has heretofore determined Mississippi River Fuel Cor- 
poration to be a natural-gas company within the meaning of the Natural Gas 
Act, In the Matter of Mississippi River Fuel Corporation, 2 F. P. C. 170, 36 
P. U. R. (N. 8S.) 8 (1940); affirmed, Mississippi River Fuel Corporation v. 
Federal Power Commission, 121 F. (2d) 159 (C. C. A. 8th, 1941) ; 

(n) The Commission has heretofore, in an order entered April 28, 1942, 
determined Interstate Natural Gas Company, Inc., to be a natural-gas company, 
after hearing, in docket No. G-218; 

(o) Hope Producing Company, Southern Carbon Company, and United Carbon 
Company are engaged in the sale of natural gas for transportation in interstate 
commerce, and for resale for ultimate public consumption for domestic, com- 
mercial, industrial or any other use, and may be natural-gas companies within 
the meaning of the Natural Gas Act; 

(p) The reasonableness of the rates and charges of Interstate Natural Gas 
Company, Incorporated, for the transportation and sale of natural gas subject to 
the Commission’s jurisdiction under the Natural Gas Act, has been investigated 
and is now pending for determination by the Commission in docket Nos. G-132 
and G—149, [see supra, p. 416]; such investigation indicates the necessity for full 
inquiry into the reasonableness of the wholesale or so-called “city gate rates” of 
the Mississippi River Fuel Corporation; 

(q) The Commission has pending an investigation into the reasonableness of 
the rates and charges of United Gas Pipe Line Company, docket No. G—148, [see 
supra, p. 402]; 

(r) In any determination concerning the reasonableness of the rates and 
charges of the Mississippi River Fuel Corporation, there must be considered the 
rates and charges at which it purchases natural gas, and the reasonableness of 
such rates and charges; 

The Commission finds that: 

It is necessary and proper, in the public interest, and to aid in the enforcement 
of the provisions of the Natural Gas Act, that an investigation be instituted by 
the Commission : 

(1) Into and concerning all rates, charges or classifications demanded, ob- 
served, charged or collected by Mississippi River Fuel Corporation for or in con- 
nection with any transportation or sale of natural gas subject to the jurisdiction 
of the Commission and any rules, regulations, practices, or contracts affecting 
such rates, charges, or classifications ; and 

(2) To determine whether Hope Producing Company, Southern Carbon Com- 
pany and United Carbon Company are natural-gas companies within the meaning 
of the Natural Gas Act; and 

(3) Into and concerning all rates, charges, or classifications demanded, ob- 
served, charged or collected by the companies named in paragraph (2) hereof 
for or in connection with any transportation or sale of natural gas subject to the 
jurisdiction of the Commission, and any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications; and 

The Commission, upon its own motion, orders that: 

An investigation of Mississippi River Fuel Corporation, Hope Producing Com- 
pany, Southern Carbon Company, and United Carbon Company be and it hereby 
is instituted for the purpose of enabling the Commission : 
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(A) To determine with respect to Mississippi River Fuel Corporation whether, 
in connection with any transportation or sale of natural gas subject to the juris- 
diction of the Commission any rates, charges, or classification demanded, observed, 
charged or collected, or any rules, regulations, practices or contracts affect- 
ing such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential; and . 

(B) To determine with respect to Hope Producing Company, Southern Carbon 
Company and United Carbon Company (i) whether they are natural-gas com-. 
panies within the meaning of the Natural Gas Act, and (ii) whether for or in 
connection with any transportation or sale of natural gas subject to the juris- 
diction of the Commission, any rates, charges, or classifications demanded, ob- 
served, charged or collected, or any rules, regulations, practices or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential ; and 

(C) If it shall find, after a hearing has been had, that any of respondent’s 
rates, charges, classifications, rules, regulations, practices, or contracts, subject 
to the jurisdiction of the Commission are unjust, unreasonable, unduly discrimi- 
natory, or preferential, to determine and fix by order or orders the just and 
reasonable rates, charges, classifications, rules, regulations, practices, or contracts 
to be thereafter observed and in force. 


Finding of Commission 
J. B. McCrary Engineering Corporation 
(Docket No. DI-167) 
April 6, 1943 


Upon declaration of intention filed May 30, 1942, pursuant to section 23 (b) of 
the Federal Power Act, by J. B. McCrary Engineering Corporation, of Atlanta, 
Georgia, to construct a water power development (Flat Shoals Project) on the 
Flint River, in Meriwether and Pike Counties, Georgia; and 

It appearing to the Commission, after investigation of the proposed construction, 
consideration of the declaration of intention, and all pertinent data, that: 

(a) The Flint River rises in the western central portion of Georgia, flows in 
a southerly and southwesterly direction and unites with the Chattahoochee River 
in northeastern Alabama to form the Apalachicola River, which in turn flows 
southward through Florida ; 

(b) The project is to consist of a concrete and earth dam about 1,400 feet 
long and 4 feet high; a reservoir extending about four and one-half miles up- 
stream ; a powerhouse with an installed capacity of about 800 kilowatts; and the 
project will develop a head of approximately 24 feet ; 

(ec) If constructed, the proposed dam will be located at Flat Shoals which is 
about 283.3 miles above the mouth of the Flint River, and the entire project will 
be situated within the proposed reservoir area of a combined navigation and 
power development, known as Woodbury No. 2 Dam, the construction of which 
has been recommended to the Congress of the United States by the Chief of 
Engineers, U. S. Army; 

(d) The proposed Woodbury No. 2 Dam is to be constructed for the purpose 
of increasing the low-water flow in the river as an aid to navigation, and of 
course the Flat Shoals Project would either have to be removed or flooded out 
by the larger development ; 
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The Commission finds that: 
(1) The Flint River is a navigable water of the United States; 


(2) The interests of interstate commerce would be affected by construction of 
the project as described in the declaration of intention. 


Order consolidating proceedings for hearing and fixing date of hearing 
Panhandle Eastern Pipe Line Company 


(Docket Nos. G—410, G—459) 
April 12, 1943 


Upon consideration of the application filed March 27, 1943, by Panhandle 
Eastern Pipe Line Company in docket No. G—410, requesting an amendment of 
the Commission's order of October 2, 1942, to eliminate therefrom such condi- 
tions and limitations as may be inconsistent with the proposed sale and delivery 
of gas by Panhandle Eastern to The East Ohio Gas Company near Maumee, 
Ohio; 

Upon consideration of the application filed March 25, 1943, by Panhandle 
Eastern Pipe Line Company and its wholly-owned subsidiary, Michigan Gas 
Transmission Corporation, in docket No. G—459, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, as 
amended, to authorize the construction and operation of approximately 35 miles 
of 26-inch line along Panhandle Eastern’s main line to replace the same length 
of 22-inch pipe which is to be reclaimed and relaid as a main line loop in 
another iocation; the construction of approximately 87 miles of 24-inch loop 
line along Michigan Gas Transmission Corporation’s main line; and the ad- 
dition of compressor units and other appurtenant facilities necessary to increase 
the capacity of Panhandle Eastern’s and Michigan Gas Transmission’s integrated 
system in order to serve their existing markets and to render the proposed 
service to The East Ohio Gas Company near Maumee, Ohio; and 

It appearing to the Commission that: 

(a) The allocation and use of critical materials necessary for the construc- 
tion and operation of facilities proposed in the aforesaid application, docket No. 
G-—459, have been approved by the War Production Board; 

(b) The proceedings in docket Nos. G-410 and G—459 are interrelated, since 
the restrictions in the Commission’s order of October 2, 1942, may affect the 
transportation and sale of gas by Panhandle Eastern to The East Ohio Gas 
Company near Maumee, Ohio; 

The Commission orders that: 

(A) The proceedings in the matter of Panhandle Eastern Pipe Line Company 
“in docket Nos. G-410 and G—459 be and they are hereby consolidated for the 
purpose of a public hearing thereon ; 

(B) A public hearing on the aforesaid matters be held commencing at 9: 45 
a. m. (E. W. T.), April 20, 1943, in the Hearing Room of the Commission, 1800 
Pennsylvania Avenue, NW., Washington, D. C.; 

(C) Interested State commissions may participate in said hearing pursuant 
to section 67.4 of the Commission’s Provisional Rules of Practice and Regula- 
tions under the Natural Gas Act. 
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Order to show cause 


Mississippi River Fuel Corporation, Hope Producing Company, Southern Car- 
bon Company, United Carbon Company 


(Docket No. G—462) 
April 16, 1948 





It appearing to the Commission that: 
(a) On April 16, 1943, the Commission adopted its opinion together with 
an “Order Making Effective Reductions in Rates” in the following proceedings: 
Louisiana Public Service Commission, Complainant v. United Gas Pipe Line 
Company, Defendant, docket No. G-133; In the Matter of United Gas Pipe 
Line Company, docket No. G-148; City of Jackson, Mississippi, Complainant vy. 
United Gas Pipe Line Company, Defendant, docket No. G—157; and In the 
Matter of the United Gas Pipe Line Company, docket No. G-198, supra, p. 402; 

(6) In the order making such reductions effective, provision is made, among 
other things, for an annual reduction in the amount of $422,626.00 in the rates 
at which natural gas is sold by United Gas Pipe Line Company in the Monroe 
Fields in Louisiana to Mississippi River Fuel Corporation; such reduction to 
be in accordance with an agreement entered into by United Gas Pipe Line 
Company and Mississippi River Fuel Corporation on March 29, 1943; 

(¢) The agreement referred to in paragraph (0) hereof has been designated 
in the files of the Commission as supplement No. 10 to rate schedules FPC 
Nos. 9, 10, 11, and under the terms of the Commission’s order of April 16, 1943, 
is permitted to be made effective as of April 1, 1943; 

(d) Mississippi River Fuel Corporation is engaged in the business of pur- 
chasing natural gas in the natural gas fields located within the State of 
Louisiana, transporting the natural gas so purchased into the States of Arkan- 
sas, Missouri, and Illinois, and there selling a portion of such natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial, or 
other use; 

(e) The Mississippi River Fuel Corporation, heretofore, has been determined to 
be a natural-gas company within the meaning of the Natural Gas Act, Jn the 
Matter of Mississippi River Fuel Corporation, 2 F. P. C. 170, 36 P. U. R. 
(N. 8.) 8 (1940) ; affirmed, Mississippi River Fuel Corporation v. Federal Power 
Commission, 121 F. (2d) 159 (C. C. A. 8th, 1941) ; 

(f) The United States Circuit Court of Appeals for the Seventh Circuit, in 
its opinion dated June 30, 1942, in the case of Natural Gas Pipeline Company 
of America and Texoma Natural Gas Company v. Federal Power Commission 
and IlWinois Commerce Commission, 134 F. (2d) 268, stated that it is the ulti- 
mate “consumers for whose benefit these proceedings were instituted. The 
utilities with whom petitioners * * ** contracted were merely conduits by 
which natural gas transported by petitioners was delivered to customers by 
utilities,” and that it is “for the consumers the Federal Power Commission 
acted.” 

(g) Any reduction in rates or charges receiyed by Mississippi River Fuel 
Corporation for natural gas purchased from United Gas Pipe Line Company 
as a result of the reductions made effective in accordance with the Commis- 
sion’s opinion and order of April 16, 1943, supra, should be reflected by equivalent 
reductions in the rates and charges of Mississippi River Fuel Corporation for gas 
sold for resale for domestic, commercial, industrial, or other use through the 
filing of schedules to reflect such reductions ; 
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The Commission finds that: 

The directions as hereinafter proposed are reasonable and appropriate in 
carrying out the provisions of the Natural Gas Act; 

Therefore, the Commission orders that: 

Mississippi River Fuel Corporation show cause in writing, under oath, on or 
before April 30, 1943, why it should not file with this Commission new schedules 
of rates and charges for gas sold for resale for domestic, commercial, industrial, 
or other use, in which shall be reflected reductions, on an annual basis, equiv- 
alent to the reduction of $422,626.00 in rates and charges received by it for 
natural gas purchased from United Gas Pipe Line Company as a result of the 
reductions made effective in accordance with the Commission’s opinion and 
order of April 16, 1943, supra. 


Order authorizing amendment of license (transmission line) and dismissing 
applications for amendment of license (transmission line) 


The California Oregon Power Company 
(Project No. 1184) 
April 20, 1943 


Upon applications filed November 27, 1933, September 6, 1934, January 31, 
and October 23, 1935, December 21, 1936, December 28, 1937, December 27, 
1988, December 4, 1939, April 30, July 1, and December 11, 1940, December 15, 
1941, and November 30, 1942, by The California Oregon Power Company, licensee 
for transmission-line project No. 1184, to provide for certain changes as 


hereinafter specified ; and 

It appearing that: 

(a) The November 27, 1933, application seeks inclusion of a short distribution 
line to serve the Schwab and Coulson potato cellar in Tulelake Townsite, 
California, and also the inclusion of a short distribution line to serve 11 
consumers in Tule Lake Area, California ; 

(0) The September 6, 1934, application seeks inclusion of a distribution line 
along a public road to the property of J. L. Coakley in the Tule Lake Reclama- 
tion Project Area, in Siskiyou County, California ; 

(c) The January 31, 1935, application seeks inclusion of a distribution line 
to the residence of Charles Callendine in the Tule Lake Reclamation Project 
Area, in Modoe County, California ; 

(d) The October 23, 1935, application seeks inclusion of several short distribu- 
tion lines along public roads and on homestead entries, serving Farm Units 
and CCC camps in the Tule Lake Area in Klamath County, Oregon, and in 
Siskiyou and Modoc Counties, California ; 

(e) ‘Khe December 21, 1936, application seeks inclusion of severa] short 
distribution lines along public roads and on homestead entries, serving Farm 
Units in the Tule Lake Area in Siskiyou and Modoc Counties, California ; 

(f) The December 28, 1937, application seeks relocation of that section of 
the 66,000-volt Malin-Shaw-Bertram mill transmission line extending from 
station 373/17' to 453/91° and from 501/94° to 718/18* and also the extension, 
relocation, and abandonment of several distribution lines serving Farm Units, 
U. 8S. R. S. pumps and the City of Tulelake, California ; 

(g) The December 27, 1938, application seeks extension and abandonment 
of several distribution lines serving Farm Units, U. S. R. S. pumps and the 
City of Tulelake, California ; 
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(h) The December 4, 1989, application seeks extension of several distribution 
lines serving Farm Units for pumping and domestic use in the Tule Lake 
and Lower Klamath Lake Areas in Oregon and California ; 

(i) The April 30, 1940, application seeks extension of the 66,000-volt Malin- 
Shaw-Bertram mill transmission line from a point near its then terminus at 
Shaw-Bertram mill, southeasterly to an interconnection with the California 
Public Service Company line near Canby, California; 

(j) The July 1, 1940, application seeks establishment of a substation site in 
Lot 4, Section 15, Township 47 North, Range 5 East, Mount Diablo meridian, 
in the Tule Lake Area, California ; 

(k) The December 11, 1940, December 15, 1941, and November 30, 1942, 
applications seek inclusion of several distribution lines for domestic and agri- 
cultural use in the Klamath Project Reclamation Area and Tule Lake Area in 
Oregon and California ; 

(1) The effect of the amendment will be to increase the length of equivalent 
100-foot right-of-way on lands of the United States from approximately 27.3 
miles to 27.391 miles; 

(m) The Acting Secretary of Agriculture reported favorably on the December 
28, 1937, application and the Acting Chief, Forest Service, reported favorably 
on the April 30, 1940, application, among others, under authority delegated by 
and acting for the Secretary of Agriculture, who has supervision over the 
Modoc National Forest ; 

(n) The Secretary of the Interior has been requested a number of times 
to report on the December 28, 1937, and the April 30, and July 1, 1940, 
applications, among others; but to date no reports have been received ; 

(o) The amount of reasonable annual charges for the purpose of reimbursing 
the United States for the costs of administration of Part I of the Federal 
Power Act has not heretofore been fixed by the Commission ; 

The Commission, having considered the applications and the project record, and 
examined the sources of energy transmitted over and the functions served by 
the lines, finds that: 

(1) The lines covered by the November 27, 1933, September 6, 1934, January 
31, and October 23, 1935, December 21, 1936, December 27, 1938, December 4, 
1989, December 11, 1940, December 15, 1941, and November 30, 1942, applications 
and those lines covered by the December 28, 1937, application except insofar 
as it relates to the 66,000-volt Malin-Shaw-Bertram mill transmission line, are 
not primary lines within the meaning of section 3 (11) of the Federal Power 
Act under the Commission’s interpretation of March 4, 1941, and, therefore, the 
lines are not within the licensing authority of the Commission; and the said 
applications for amendment of license should be dismissed without prejudice ; 

(2) The license amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Modoc National Forest was created 
or acquired ; it will not alter any of the basic facts upon which the license was 
issued; nor will it require public notice; 

(3) The amount of annual charges now fixed in the license for the use, occu- 
pancy, and enjoyment of the lands of the United States involved is too low and 
therefore unreasonable and should be adjusted to conform to the schedule of 
charges specified in the rules and regulations of the Commission; and such 
adjusted annual charges, and annual charges for the use, occupancy, and enjoy- 
ment of the aforesaid additional lands of the United States, and those for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act, are reasonable as hereinafter fixed ; 
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(4) The following msps and specifications insofar as they relate to the 66,000- 
volt Malin-Shaw-Bertram mill-Canby transmission line conform to the Commis- 
sion’s rules and regulations: : 


Exhibit K, Drawing No. F-5831 (FPC No. 1184-26), Exhibit K, Drawing 
No. F-58382 (FPC No. 1184-27), Exhibit J & K, Drawing No. F-5833 
(FPC No. 1184-28), and Exhibit M filed as part of the aforesaid Decem- 
ber 28, 1987 application ; 

Exhibit J, Drawing No. F-60901 (FPC No. 1184-39), Exhibit C & K, Draw- 
ings Nos. F-6085 (FPC No. 1184~40), as revised, F-6086 (FPC No. 1184— 
41), as revised, F-6087 (FPC No. 1184-42), F-6088 (FPC No. 1184-43), 
F-6089 (FPC No. 1184-44), and F-60900 (FPC No. 1184-45) and Exhibit 
M filed as part of the aforesaid April 30, 1940 application; 

Exhibit K, Drawing No. F-6100 (FPC No. 118446), filed as part of the 
aforesaid July 1, 1940 application, and modifying Exhibit C & K, Drawing 
No. F-5313 (FPC No. 1184-1), now part of the license; 


It is ordered that: 

(A) The aforesaid pending November 27, 1933, September 6, 1934, January 31, 
and October 23, 1935, December 21, 1936, December 27, 1938, December 4, 1939, 
December 11, 1940, December 15, 1941, and November 30, 1942, applications and 
the aforesaid December 28, 1987 application, except in so far as it relates to the 
66,000-volt Malin-Shaw-Bertram mill transmission line, be and they are hereby 
dismissed without prejudice ; 

(B) Said applications mentioned in paragraph (A) above, except that part 
of the December 28, 1987, application relating to the 66,000-volt Malin-Shaw- 
Bertram mill transmission line, be returned to applicant for submission to the 
proper Government departments for appropriate action ; 

(C) The license for project No. 1184 be amended to provide for— 

(i) Relocation of that section of the 66,000-volt Malin-Shaw-Bertram mill 
transmission line for which authorization was sought by the aforesaid December 
28, 1937, application ; 

(ii) Inclusion of the 66,000-volt extension from the Shaw-Bertram mill to the 
interconnection with the California Public Service Company near Canby, Cali- 
fornia, for which authorization was sought by the aforesaid April 30, 1940, 
application ; and 

(iii) Inclusion of the substation site in the Tule Lake Area, California, for 
which authorization was sought by the aforesaid July 1, 1940, application; 

(D) The amendment of license shall be subject to conditions that may be 
reasonably required by the Secretary of the Interior for the adequate protection, 
utilization, and improvement of the lands of the United States involved ; 

(BE) Subject to section 10 (e) of the Act and the Commission’s rules and 
regulations thereunder, the amount of annual charges specified in the license 
as $222.50 be fixed at $5.00 for the purpose of reimbursing the United States 
for the costs of administration of Part I of the Act and $219.13 for recompensing 
it for the use, occupancy, and enjoyment of its lands; 

(F) The exhibits specified in finding (4) above be and they are hereby ap- 
proved as part of the license as amended, provided that a notation be placed on 
Exhibit K, Drawing No. F-58382 (FPC No. 1184-27), Exhibit J & K, Drawing 
No, F-58383 (FPC No. 1184-28), and Exhibit M (filed as part of the December 
28, 1937, application) to the effect that only those parts of the said exhibits 
relating to the 66,000-volt transmission line are approved as part of the license 
for project No. 1184. 
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Interim allocation of costs to power development 
Fort Peck Project, Montana 
(Docket No. IT-5770) 
April 20, 1943 





It appearing to the Commission that: 
(a) Construction of the Fort Peck water-control project on the Missouri River 
in Montana was commenced by the War Department in October 1933, as PWA 
Project No. 30, with funds allotted by the Federal Emergency Administrator of 
Public Works under provisions of the National Industrial Recovery Act (48 Stat. 
200) ; and said project was expressly authorized by Congréss in the River and 
Harbor Act approved August 30, 1985 (49 Stat. 1028, 1034) ; 

(6) By an Act approved May 18, 1938 (52 Stat. 403), hereinafter called the 
Fort Peck Act, Congress provided that for the purpose of improving navigation 
on the Missouri River and for other purposes incidental thereto, the dam and 
appurtenant works under construction at Fort Peck, Montana, and a suitable 
power plant for the production of hydroelectric power (said dam, power plant, 
and appurtenant works being called the Fort Peck project in said act), should 
be completed, maintained, and operated under the direction of the Secretary of 
War and the supervision of the Chief of Engineers, and that the electric energy 
thus generated and not required for operation of the dam and navigation facilities 
should be delivered to the Bureau of Reclamation for disposition as provided in 
said act; 

(c) Construction of the Fort Peck project is now nearing completion, and it is 
expected that the power plant will be ready for operation by July 1, 1943; 

(d) Section 6 of the Fort Peck Act provides that schedules of rates and charges 
for electric energy produced from water power, created as an incident to and a 
byproduct of the construction of the Fort Peck project, shall be based upon an 
allocation of costs to power development made by the Federal Power Commission ; 

(e) The existing project for improvement of the lower Missouri River for 
navigation, as adopted by Congress, provides for a navigable depth of 6 feet 
from the mouth of the river to Sioux City, Iowa, a distance of 795 miles, and 
normally the said navigable depth is to be provided in part by timely releases 
of water from the Fort Peck reservoir; but during the war emergency period 
the reservoir is being operated for the purpose of increasing the navigable ca- 
pacity of the Mississippi River as well as that of the Missouri River, with result- 
ing heavier drafts on the reservoir and reduction of the power potentially 
available; 

(f) The storage capacity of the Fort Peck reservoir is 19,411,624 acre-feet 
(to elevation 2,250 feet above sea level), of which 18,793,000 acre-feet is usable 
storage; and the average flow of the Missouri River at the dam site during the 
53-year period ended September 30, 1942, was 10,570 cubic feet per second, but 
the average flow during the 14-year period ended September 30, 1942, was only 
6,650 cubic feet per second, or 62.9 percent of the 53-year average ; 

(g) The total cost of the Fort Peck project, including the cost of the power 
plant, will be approximately $124,200,000 ; 

(h) The cost of the hydroelectric power plant and appurtenant at-site power 
facilities, including the depreciated value of at-site substation equipment pre- 
viously used in the construction of the dam, will be approximately $5,411,000 
when said plant is completed and ready for operation on or about July 1, 1948 ; 

(i) The initial power development at the Fort Peck Dam consists of a power- 
house containing one electric generating unit with rated capacity of 35,000 
kilowatts, said powerhouse having been designed with a view to an ultimate 


River 
PWA 
‘or of 

Stat. 
r and 


d the 
ation 
| and 
table 
lant, 
ould 
ry of 
ergy 
lities 
ed in 


it is 


irges 
nd a 
n an 
sion ; 
' for 
feet 
and 
ASeS 
riod 
> ca- 
sult- 
ially 


-feet 
sable 
the 
but 


APPENDIX—ORDERS 981 


installation of 105,000 kilowatts in three generating units with capacity of 
35,000 kilowatts each ; ; 

(j) Impounding of water was commenced in March 1938 and has since been 
continued without appreciable interruption, except that water has been released 
each season for navigation purposes; but due to the abnormally low flow in 
recent years, the reservoir has never as yet been appreciably more than three- 
eighths full ; 

(k) Once the reservoir is substantially filled, and when it is operated primarily 
for the maintenance of navigable depths of 6 feet in the Missouri River below 
Sioux City, realization of the following power values may normally be ex- 
pected from the initial 35,000-kilowatt installation: minimum available power, 
11,500 kilowatts; average annual energy output, 215,000,000 kilowatt-hours; and 
dependable peaking capacity, 35,000 kilowatts; but with operation of the res- 
ervoir under the war emergency plan, if the abnormally low flows experienced 
in recent years should continue into the immediate future years, or if there 
should be a recurrence thereof after a year of higher flow, little or no progress 
could be made toward filling the reservoir, leaving it doubtful that these power 
values could be realized; 

(l) If during a 4-year period, when the reservoir is being operated to main- 
tain minimum navigable depths of 6 feet below Sioux City, the average inflow 
to the reservoir should be as low as the actual average flow during the 4-year 
period ended September 30, 1938, the minimum available power might drop to 
8,500 kilowatts, the annual energy output to 164,000,000 kilowatt-hours, and the 
dependable peaking capacity to 22,000 kilowatts; and under the war emergency 
plan of operation, involving heavier drafts on the reservoir for navigation pur- 
poses, the power values would be still further curtailed ; 

(m) When not required for navigation, water is released from the reservoir, 
under the war emergency plan of operation, at a rate of 1,000 cubic feet per 
second ; 

(n) As the result of a succession of low-flow years, with the installation lim- 
ited to the initial 35,000-kilowatt unit, it is possible that the head might become 
so low, especially under the war emergency plan of operation, as to render im- 
practicable the continuous operation of said 35,000-kilowatt unit with a mini- 
mum water use of 1,000 cubic feet per second, but considering the expected 
heavy inflow to the reservoir this year, it is not probable that such condition 
will obtain at any time during the first three years of plant operation ; 

(o) It is contemplated that during the war emergency period the greater part 
of the Fort Peck power output will be utilized for war production purposes in 
the industrial section of Montana, the Government’s existing transmission line, 
over which power was supplied for construction of the Fort Peck Dam, to be 
used for transmitting such power ; 

(p) Approximately 5,000,000 kilowatt-hours of Fort Peck energy will be re- 
quired each year for operation of the project works and for purposes incidental 
thereto ; 

(q) Irrigation projects upon which the Bureau of Reclamation has completed 
or partially completed construction, and similar but smaller projects which that 
Bureau has planned for early construction after the war, will require about 
25,000,000 kilowatt-hours per year of Fort Peck energy, and the Bureau has 
plans for the ultimate development of a much larger irrigation project in west- 
ern North Dakota to which water would be pumped from the Missouri River, 
which, together with the smaller irrigation projects, would require the entire 
output of the Fort Peck power plant, principally for pumping purposes; but lit- 
tle, and possibly none, of this load will be available during the first 5 years after 
the termination of the war; 
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(r) Under the provisions of the Fort Peck Act, the Bureau of Reclamation 
must sell the Fort Peck power output at rates (1) sufficiently low to encourage 
the widest possible use thereof by the general public, and particularly by do- 
mestic and rural customers, and (2) sufficiently high to provide for recovery 
by the United States of the cost of producing and transmitting the electric 
energy, and for amortization of the capital investment in power facilities, in- 
cluding such part, if any, of the cost of facilities having joint value as the Com- 
mission might allocate to power development; the rate schedules to be drawn 
having regard to the recovery of such production and transmission costs, in- 
cluding amortization of the capital investment, upon the basis of the applica- 
tion thereof to the capacity of the electric facilities of the Fort Peck project; 

(s) To provide for more effective realization of the power values potentially 
available, the War Department planned to install initially a 15,000-kilowatt 
generating unit in addition to the said 35,000-kilowatt unit; said 15,000-kilowatt 
unit was designed to operate efficiently at the lower: heads with a minimum 
water use of 1,000 cubic feet per second; it has been manufactured but its in- 
stallation has been deferred pursuant to an order of the War Production Board; 

(t) Due to scarcity of materials urgently needed for war purposes, the 
Bureau of Reclamation has been unable to construct any transmission lines for 
marketing the power output from the Fort Peck project, and it is not expected 
that any can be constructed until after the war; 

The Commission having duly considered the facts and circumstances arising 
out of the war emergency referred to above, the physical aspects of the Fort 
Peck project, and other pertinent data relative thereto, together with all of 
the provisions and requirements of the Fort Peck Act, finds that: 

(1) It is impracticable at this time to determine what part of the cost of 
facilities having joint value for the production of electric energy and other 
purposes may be fairly allocated to the costs of the electric facilities as compared 
with such other purposes; 

(2) It is reasonable and appropriate to make an interim allocation of costs as 
hereafter provided ; 

The Commission determines that: 

(A) The entire cost of the intial power plant at the Fort Peck project, and of 
all appurtenant at-site power facilities, estimated at $5,411,000 as of the date 
cf completion of such facilities on or about July 1, 19438, shall be and is- hereby 
presently allocated to power development ; 

(B) The right to make such allocation of the cost of facilities having joint 
value for the production of electric energy and other purposes as the power 
development may fairly bear as compared with such other purposes is hereby 
expressly reserved ; 

(C) Nothing herein shall be construed as confirmation or approval by the 
Commission of any rate schedules or of any sale or proposed sale or contract 
to sell electric energy from the Fort Peck project to any person, firm, or 
corporation. 


Order to show cause 
Pennsylvania Power & Light Company 
(Project No. 487) 

April 20, 1943 


It appearing that: 
(a) On November 9, 1942, pursuant to the Commission’s September 29, 1942, 
order, Pennsylvania Power & Light Company, licensee for project No. 487, filed 
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an application for amendment of license to include therein certain facilities 
which should have been included originally ; 

(b) Upon further study of the project it appears that the following additional 
facilities are essentially a part of the project as the term “project” is defined 
in section 8.(11) of the Federal Power Act and should be included in the license 
for project No. 487: 

(i) A single circuit 220,000-volt transmission line from the project to the Bush- 
kill Junction switching structure; 

(ii) A single circuit 66,000-volt transmission line from the project to the 
point of interconnection with facilities of the Scranton Blectric Company near 
the Peckville substation ; 

(iii) A 66,000-volt tap line extending from the aforesaid Peckville line to the 
Honesdale substation ; 

(iv) An 11-kv switch structure at Hawley ; and 

(v) Two 11-kv circuits from the power plant of the project to the project 
dam by way of Hawley ; 

It is ordered that: 

Said Pennsylvania Power & Light Company shall, on or before May 25, 1943, 
show cause, if any there be, in writing and under oath, why the facilities men- 
tioned in paragraph (b) above should not be covered by the license and why the 
pending November 9, 1942, application and the license for project No. 487 should 
not be amended accordingly. 


Order approving disposition of amounts in electric and gas plant acquisition 
and adjustment accounts 


Sioux City Gas and Electric Company 


(Docket No. IT-5809) 
April 20, 1943 


It appearing to the Commission that: 

(a) By order of December 2, 1942, as amended by the order of December 17, 
1942, Sioux City Gas and Blectric Company (hereinafter called “Sioux City”) 
was required to show cause, if any there be, under oath, why it should not, as 
recommended by the Commission’s staff, make certain accounting adjustments 
in its reclassification and original cost studies of electric plant filed with this 
Commission and dispose of amounts established in various plant adjustment 
accounts ; 

(b) Thereafter conferences were held between representatives of Sioux City 
and the Commission's staff which resulted in an agreement as to the accounting 
adjustments ; 

(c) On February 8, 1943, Sioux City filed its response to the Commission’s 
order, proposing to make the accounting adjustments agreed upon and to dispose 
of the amounts established in the plant acquisition and adjustment accounts’ 
as therein set forth ; 

(d) Sioux City proposes to establish an amount of $642,172.55 in Account 
100.5, electric plant acquisition adjustments, and to dispose of $193,887.02 thereof 


1 The Commission's order of December 2, 1942, as amended, related only to Sioux City’s 
reclassification and original cost studies of electric plant. In its response, however, Sioux 
City has proposed to dispose of amounts established in gas plant adjustments account as 
reflected in its reclassification and original cost studies of gas plant filed with this 
Commission. 
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by transferring a like credit amount, representing previous retirements in excess 
of original cost applicable to acquired properties, from Account 107, electric plant 
adjustments, to Account 100.5 and amortizing the remainder of $448,285.53 in 
Account 100.5, representing the excess of acquisition cost over original cost appli- 
eable to surviving acquired property, over a twelve-year period beginning with 
January 1, 1943, by charges to Account 505, amortization of electric plant 
acquisition adjustments ; 

(e) Sioux City proposes to establish an amount of $622,261.54 in Account 107, 
electric plant adjustments, and $51,431.70 in Account 108.17, common utility plant 
adjustments, and to dispose of such amounts as follows: 

From Account 107 to— 






100.5 Electric plant acquisition adjustments—representing Debit or 
previous retirements in excess of original cost appli- (Oredtt) 
cable to the 1922 acquisition__..__.___.___._____--_- $(193, 887. 02) 
250 Reserve for depreciation of electric plant: 
(1) Unrecorded retirements (net)... $63, 996. 85 
(2) Portion of excess of book cost 
over original cost of 1901 ac- 
quisition between affiliates, 
which is covered by credits to 
depreciation reserve prior to 
Janmety 1, 10GR ind. 80, 800. 00 144, 796. 85 



































258 Other reserves—representing amount not required for 
purposes originally created applied to portion of 1901 
acquisition between affiliates_.__._.............--_-.. 139, 500. 00 
271 ‘Earned surplus: 
(1) Profit to former affiliated com- 
pany for engineering services... 204, 553. 93 
(2) Charges made to plant accounts 
in prior years now considered 
GIUOROIE okies 154, 068. 60 
(8) Portion of amount of capital stock 
issued in connection with 1901 
acquisition between affiliates, 
which was in excess of original 
cost of plant acquired______---_- 144, 607. 44 
(4) Corrections of sundry accounting 
errors affecting plant accounts (14,927.48) 488, 302.49 


Miscellaneous transfers to other accounts: 
108.26 Gas plant in process of reclassification_._ 1, 660.28 


110 Other physical property__........._---- 8, 992. 89 
131 Materials and supplies__.._.......-.___ 30, 746. 40 
144 Retirement work in progress_____._--~-~- (8, 907. 35) 


151 Capital stock expense._................. 6, 057. 00 43, 549. 22 
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From Account 108.17 to— Debit or (Credit) 
253 Reserve for depreciation and amortization of other prop- 
erty—Representing unrecorded retirements (etc) 
271 Earned surplus: Rc 
(1) Charges made to plant accounts 
in prior years now considered 
expouieas eo et Pa $7, 643. 05 
(2) Corrections of sundry accounting 
errors affecting plant accounts__ (28,160.67) (20, 517. 62) 


Miscellaneous transfers to other accounts: 
108.26 Gas plant in process of reclassification_.._.. 21, 336. 96 
108.46 Heating plant in process of reclassifica- 


110 Other physical property 
14 Other deferred debits. 
265 Contributions in aid of construction 


Grand Total 


(f) Sioux City proposes to establish an amount of $571,518.83 in Account 108.27, 
gas plant adjustments, and to dispose of that amount as follows: 


From Account 108.27 to — Debit or (Credit) 
250 Reserve for depreciation of gas plant: 
(1) Adjustment of retirements (net)... $1, 765. 30 
(2) Portion of excess of book cost over 
original cost of 1901 acquisition be- 
tween: affiliates which is covered by 
credits to depreciation reserve prior 
to Jaunary 1, 1937 80,917.68 $82,682.98 


258 Other reserves—Representing amount not required for pur- 
poses originally created applied to portion of 1901 ac- 
quisition between affiliates 

265 Contributions in aid of construction—Representing con- 
tributions credited to property 

271 Earned surplus: 

(1) Charges made to plant accounts in 
prior years now considered errone- 


(2) Portion of amount of capital stock 
issued in connection with 1901 ac- 
quisition between affiliates which 
was in excess of original cost of 
plant acquired 309,077.16 3817, 409.96 


571, 518. 83 


The Commission finds that: 
Sioux City’s proposed plans for disposition of the adjustments described in 
paragraphs (d), (e), and (f) hereof are in conformity with sound principles 
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of accounting and the Commission’s Uniform System of Accounts, provided the 
amortization of the $448,285.53 established in Account 100.5 is made by charges 
to Account 537, miscellaneous amortization ; 

The Commission orders that : 

(A) Sioux City dispose of the amount of $642,172.55 established in Account 
100.5 by disposing of $193,887.02 as described in paragraph (d) hereof and the 
remainder of $448,285.58 through equal annual charges to Account 537, miiscel- 
laneous amortization, over a period not to exceed twelve years beginning Jan- 
uary 1, 1948. 

(B) Sioux City dispose of the amount of $673,693.24 established in Ac- 
counts 107 and 108.17, and of the amount of $571,518.83 established in Account 
108.27, as described in paragraphs (e) and (/) hereof; 

(C) Inasmuch as Sioux City’s reclassification and original cost studies of gas 
plant, filed with this Commission, have not been subjected to a field examination 
by the Commission’s staff, the Commission reserves the right to make such ex- 
amination of Sioux City’s gas plant studies at any time in the future and to re- 
quire Sioux City to make such adjusting entries as the Commission may deem 
necessary and appropriate ; 

(D) Sioux City shall submit certified copies of the entries required by para- 
graphs (A) and (B) hereof within sixty (60) days after the date of service 
of this order, and shall submit the amortization entries required by paragraph 
(A) hereof within 30 days after the close of each year in which such entries are 
made. 


Finding of Commission 
City of Spooner, Wisconsin 


(Docket No. DI-168) 
April 20, 1948 


Upon declaration of intention filed July 6, 1942, pursuant to section 23 (b) of the 
Federal Power Act, by City of Spooner, Wisconsin, to construct a small water- 
power project on the Namekagon River in Washburn County, Wisconsin; and 

It appearing to the Commission, after investigation of the proposed con- 
struction, consideration of the declaration of intention and additional informa- 
tion furnished by declarant, and all pertinent records, that: 

(a) The declarant is a municipal corporation organized and operating under 
the laws of the State of Wisconsin ; 

(b) The proposed project on the Namekagon River about one mile west of 
the Village of Earl in Washburn County, Wisconsin, will consist of a dam and 
powerhouse structure of plain and reinforced concrete with earth dikes at each 
end, the structure to have a height above the present normal water surface in the 
river of about 32 feet, and the powerhouse to contain three generating units of 
440 kilovolt-amperes each, operating under a head of 25 feet; the dam will be 
provided with three Tainter (flood) gates, each 15 feet high and 20 feet wide, 
and will create a reservoir covering about 2,200 acres, the declarant stating that 
a one-foot drawdown on the reservoir represents 96,009,000 cubic feet or about 
2,200 acre-feet ; 

(c) The proposed project will develop 650 horsepower 90 per cent of the 
time, one unit to be installed as a spare and for surplus power use, and the 
power generated will be used to furnish the City of Spooner and its inhabitants 
with electricity ; 
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(@) The Namekagon River, which is an important tributary of the St. Croix 
River, a navigable water of the United States, rises in the southern part of Bay- 
field County in northwestern Wisconsin, and flows southwesterly to the site of 
the proposed project, westerly to Trego, Wisconsin, and then northwesterly to 
its confluence with the St. Croix River near Swiss, Wisconsin; it has a drainage 
area of 672 square miles, which lies entirely within the State of Wisconsin; 
its slope is comparable to that of the upper St. Croix River; and the basin 
is mostly covered with brush and small timber ; 

(e) The Namekagon River was extensively used for transporting loose logs 
and rafted lumber in substantial quantities for at least 60 years, such operations 
originating at times upstream from the site of the proposed development and 
extending downstream to the St. Croix River, a tributary of the Mississippi River ; 

(f) Construction of a dam at the site proposed would interfere with the passage 
of logs at that place unless provision is made for their passage ; 

(g) Since the floating of loose logs or rafts on the river below the proposed 
dam will necessarily be contingent upon the maintenance of an adequate flow in 
the stream, use of the river below the dam for logging or rafting will be affected 
by storing water in the proposed reservoir at periods when it is desired to carry 
on logging operations below ; 

(h) The Namekagon River, which has a drainage area at the proposed dam site 
of about 425 square miles, has an average flow at the said site of about 359 cubie 
feet per second, the maximum recorded flow having been computed at about 1,360 
éEftas 

(i) Inasmuch as a 1-foot draw-down on the reservoir will provide 96,000,000 
cubic feet of storage or about 2,200 acre-feet, a period of several days at normal 
flow will be required to fill the reservoir so that during such filling period the flow 
of the river can be cut off entirely at the dam, reducing the natural flow in the 
river below the project in direct proportion to the amount of inflow stored in 
the reservoir ; 

(j) No lands of the United States will be affected by the proposed project; 

The Commission finds that: 

(1) Past use of the Namekagon River for the transportation of-loose logs and 
rafts establishes its suitability for such use, and the Namekagon River is there- 
fore a navigable water of the United States; 

(2) Construction and operation of the proposed project would interfere with 
the passage of logs at the dam and also affect use of the river bélow the dam for 
logging operations ; 

(3) The interests of interstate commerce will be affected by construction of 
the proposed project as described in the declaration of intention. 


Order authoriziiug amendment of license (major) 
Pacific Gas and Electric Company 


(Project No, 1354) 
April 27, 1943 


Upon application filed February 24, 1941, by Pacific Gas and Blectric Company, 
licensee for project No. 1354, for amendment of license to provide for certain 
changes therein as hereinafter specified ; and 

It appearing that: 

(a) The aforesaid application seeks to correct the authorized installed capacity 
on the following plants: 
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(i) A. G. Wishon (San Joaquin No. 1) from 24,400 horsepower to 28,006 
horsepower ; 

(ii) San Joaquin No. 2 from 5,250 horsepower to 4,000 horsepower ; 

(ili) San Joaquin No. 3 from 7,750 horsepower to 6,000 horsepower ; 

(bd) The aforesaid application states that the license should be amended as 
follows to reflect certain changes already made in the project: 

(i) Correct the length and location of Conduit No. 1 above the outlet of Tunnel 
No. 4 as shown on Exhibit K—1b; 

(ii) Show the relocation of the telephone line from Crane Valley powerhouse 
to A. G. Wishon (San Joaquin No. 1) powerhouse as shown on Exhibits K-1b, 
K-2b, K-7, and K-8; 

(iii) Include the project road and trail from the county road to a point near 
the end of South Fork diversion of Conduit No. 1 as shown on Exhibit K-1b; 

(iv) Remove a portion of the old project road to No. 3 forebay and include 
the new road as shown on Exhibit K-7; 

(v) Show the new connection between powerhouse No. 2 and inter-plant trans- 
mission lines as outlined on Exhibit K-8; 

(vi) Show the voltage rating of the transmission line between Crane Valley 
powerhouse and San Joaquin powerhouse No. 3 as 11,000 volts instead of 70,000 
volts and show the routing of this line at powerhouse No. 3 and also the layout 
at Crane Valley for the 11,000 volt transformer structure as shown on Exhibit 
K-7; 

(vii) Correct the topography and capacity tables for No. 1 forebay (Lake 
Corinne) as shown on Exhibit L-6a; 

(viii) Show the existing yard layout at Crane Valley powerhouse as indicated 
on Exhibit L-36a ; 

(c) The effect of the corrections outlined in paragraph (a) above will be to 
increase the installed capacity of the project from 39,300 horsepower, now 
authorized by the license, to 39,900 horsepower ; 

(d) The alterations in the project outlined in paragraph (b) above make but 
little, if any, change in the area of the lands of the United States occupied by 
the project ; 

(e) The annual charges now fixed in the license do not provide for a charge 
for the 100 foot right-of-way 1,274 miles in length over lands of the United States 
occupied by the Copper Mine Substation transmission line; 

(f) The Acting Chief, Forest Service, under authority delegated by and acting 
for the Secretary of Agriculture, who has supervision over the Sierra National 
Forest, has reported favorably on the application ; 

(g) The Acting Assistant Secretary of the Interior, acting for the Secretary 
of the Interior, has reported favorably on the application as hereinafter provided ; 

The Commission, having considered the application for amendment and the 
project record, finds that: 

(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Sierra National Forest or any reser- 
vation or withdrawal of public lands of the United States were created or 
acquired ; it will not alter any of the basic facts upon which the license was 
issued ; and it will not require public notice; 

(2) The amount of annual charges now fixed in the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of 
the Act should be adjusted to reflect the increase in the installed horsepower 
capacity of the project hereinafter authorized and a charge should be made to 
recompense the United States for the use of the lands of the United States 
ocenpied by the Copper Mine Substation transmission line; 
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(3) The field notes filed as part of the application for amendment of license 
and designated as Exhibit C—la, superseding in part Exhibit C-1; Exhibits F-1, 
F-2, F-3, F-4, and F-5, description of rights-of-way, filed as part of the original 
application for license as amended and Exhibits F-la and F-2a, description of 
rights-of-way for relocation of telephone lines, filed as part of the aforesaid 
application for amendment of license, conform to the Commission’s rules and 
regulations ; 

(4) The maps filed as part of the aforesaid application for amendment of 
license and designated as Exhibit K—1b (FPC No. 1354-72), superseding Exhibit 
K-la (FPC No. 1354-56) ; as Exhibit K-2b (FPC No. 1354-73), superseding in 
part Exhibit K-2a (FPC No. 1354-57) ; as Exhibit K-7 (FPC No. 1354-74), sup 
plementing and superseding in part Exhibits K-5a (FPC No. 1354-61) and K-éa 
(FPC No. 1354-62); as Exhibit K-8 (FPC No. 1354-75), supplementing and 
superseding in part Exhibits K-3a (FPC No. 1354-58), K-4a (FPC No. 1354-59), 
and K-4b (FPC No. 1354-60) ; as Exhibit L-6a (FPC No. 1354-76), superseding 
Exhibit L-6 (FPC No. 1354-9) ; as Exhibit L-36a (FPC No. 1354-77), superseding 
Exhibit L-36 (FPC No. 135446), conform to the Commission’s rules and 
regulations ; : 

It is ordered that: 

(A) The license for project No. 1354 be amended, effective as of January 1, 
1941, to provide for the aforesaid changes affecting the lands of the United States 
involved ; 

(B) The amount of annual charges now fixed ih the license be adjusted, ef- 
fective as of January 1, 1941, so that Article 24 of the license shall read: 

“Article 24. Subject to the provisions of section 10 (e) of the Act, the Licensee 
shall pay to the United States the following annual charges: 

“1. For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the installed 
capacity of 39,900 horsepower, plus two and one-half (2%) cents per 1,000 kilo- 
watt-hours of gross energy generated during the fiscal year ended June 30 of the 
calendar year for which the charge is made: 

“2. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $2,450; 

“3. For the purpose of recompensing the United States for the use of its lands 
occupied by the Copper Mine Substation transmission line, $10.19. 

“Payment of annual charges shall be made within 30 days from the end of each 
calendar year or within 30 days of rendition of a bill therefor by the Commission, 
whichever is later. A penalty will be imposed pursuant to the provisions of the 
Act for delinquency in payment unless otherwise ordered by the Commission. 
The Licensee shall file with the Commission on or before September 1 of each 
year a statement under oath giving the gross amount of energy expressed in 
kilowatt-hours, produced during the preceding fiscal year ended June 30.” 

(C) The license as amended shall contain the following special provision: 

The transmission lines covered by this license shall not be utilized for the trans- 
mission of electric energy developed at the Hetch Hetchy Project and disposed 
of in violation of Section 6 of the Raker Act or any injunction in full force and 
effect restraining such disposition, and the licensee shall so operate said lines 
as to prevent their utilization for the transmission of such electric energy; 

(D) The maps and specifications referred to in findings (3) and (4) above be 
and they are hereby approved for incorporation in the license as amended. 






















































FEDERAL POWER COMMISSION 


Order to show cause 
Mississippi Power & Light Company 


(Docket No. IT-5824) 
April 27, 1943 


It appearing to the Commission that: 

(a) Under the provisions of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts prescribed for public utilities and 
licensees, effective January 1, 1987, and the Commission’s order of May 11, 1937, 
electric utilities subject to the jurisdiction of the Commission are required to 
complete and file with the Commission reclassification and original cost studies of 
electric plant not later than 2 years after the effective date of the system of 
accounts, i. e., January 1, 1939; 

(b) Mississippi Power & Light Company (hereinafter sometimes called “Mis- 
sissippi”’) owns and operates facilities for the transmission and sale at whole- 
sale of electric energy in interstate commerce and by reason of such ownership 
and operation is a “public utility” under the Federal Power Act, subject to the 
aforesaid requirements of the Commission’s system of accounts ; 

(c) Mississippi is owned and controlled by Electric Power & Light Corporation 
through, among other things, the ownership of approximately 94 percent of Mis- 
sissippi’s voting stock, which includes all of the common stock, and Electric 
Power & Light Corporation, in turn, is owned and controlled by Electric Bond 
& Share Company ; 

(d) Based upon the representations of Mississippi in its several applications 
for extensions of time within which to complete and file the required reclassifi- 
cation and original cost studies, the Commission extended Mississippi’s time 
for compliance under instruction 2-D and the order of May 11, 1987, to May 31, 
1940; 

(e) On May 31, 1940, Mississippi filed incomplete studies stating: 

“Although the statements have been prepared as carefully as circumstances 
would permit in the time allowed and are believed to be accurate, further 
study may disclose necessity for amending such statements either in whole 
or in part and the Company hereby reserves the right to amend such state- 
ments in whatever respect may be necessary in order more completely or more 
accurately to state the information set forth or which should be set forth 
therein” ; 

(f) On September 9, 1940, Mississippi filed “completed” studies, but again re- 
served the right to amend such studies, in whole or in part, in whatever re- 
spect the company, after further study, deemed necessary in order more com- 
pletely or more accurately to state the information reflected in those studies; 

(g) On August 1S, 1941, after correspondence had been carried on by the 
staff of the Commission with the company in an effort to obtain necessary in- 
formation respecting the data reflected in the company’s purported original 
cost studies, the staff of this Commission began an examination, at the offices 
of the company, in Jackson, Mississippi, of its studies filed on September 9, 
1940; 

(h) As a result of this examination, our staff has submitted a report to the 
Commission entitled, “Mississippi Power & Light Company, Jackson, Mississippi, 
Report on the Reclassification and Original Cost Studies of Electric Plant as 
at January 1, 1937,” which report is to be served herewith upon the company 
and is made a part hereof by reference; 
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(i) Mississippi, according to the staff report, has not complied in many 
respects with the requirements of the Commission's Uniform System of Ac- 
counts and its order of May 11, 1987, respecting the preparation, completion 
and submission of reclassification and original cost studies in that it has, among 
other things: 

(i) Resorted to estimates of original cost without satisfactory explanation of 
the alleged unavailablity of books and records of predecessor companies which 
were at one time in Mississippi’s possession ; 

(ii) Used estimates of original cost for property units in instances where 
actual costs thereof were obtainable from available records and in other cases 
where records of actual] cost were alleged to be not available, such estimates 
being arbitrary, without support, inflated, inconsistent with established perform- 
ance, and unnecessary to the extent recorded costs were available; 

(iii) Subjected recorded overhead costs to reaccounting contrary to the ex- 
press prohibition of electric plant accounts instruction 2-B of the Commission’s 
Uniform System of Accounts; 

(iv) Failed to comply with electric plant accounts instruction 9-E relating 
to records for land and land rights; 

(v) Failed to correct numerous accounting errors in its utility plant accounts; 

(vi) Failed to determine the electric plant acquisition adjustment applicable 
to operating units or systems for each property acquisition made at arm’s 
length despite the requirement in the system of accounts and the order of May 
11, 1937; 

(vii) Failed to recognize the provisions of electric plant accounts instruction 
3-D relating to arm’s length acquisitions when the consideration is other than 
cash ; 

(viii) Failed to eliminate intercompany profit on engineering and super- 
vision fees from its utility plant accounts; 

(ix) Failed to classify write-ups and other amounts not properly includible 
in plant account, in Account 107, electric plant adjustments, as required by the 
Uniform System of. Accounts, including the following amounts identified in 
the staff report: ’ 

(a) $7,776,857.07, representing a write-up reflected in Mississippi’s plant ac- 
count at organization when, as a result of an agreement dated October 13, 
1927, between Mississippi and L. Boyd Hatch, a nominee of Electric Power & 
Light Corporation, it acquired certain properties formerly owned by the 
Mississippi Power and Light Company, The Mississippi Central Power Com- 
pany, Mississippi Delta Power & Light Company and Frank A. Reid, a nominee 
of Electric Power & Light Corporation, all of which companies were at the 
time controlled by Electric Power & Light Corporation; . 

(b) $2,642,217.75, representing write-ups reflected on the books of the Missis- 
sippi Power and Light Company and perpetuated on the books of Mississippi 
when it acquired the properties of said company; * 

(c) $876,516.35, representing unrecorded retirements; 

(d) $467,424.10, representing a write-up recorded on the books of Mississippi 
in 1980 when it acquired certain properties from W. W. Staplin, a nominee of 

Electric Power & Light Corporation ; 

(e) $301,771.43, representing capital stock expense previously included in utility 
plant account; 

(f) $166,975.00, representing discount on notes payable in the amount of 
$32,650.00 and that portion ($131,325.00) of consideration to be paid in electric 
and water utility services to be furnished to the City of Crystal Springs, Missis- 
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sippi, which charges were recorded by Mississippi during 1936 in connection 
with the acquisitions of properties ; 

(g) $167,609.54, representing a write-up recorded on the books of Mississippi 
when it acquired properties on December 1, 1929, from Vernon B. Walters, a 
nominee of Electric Power & Light Corporation ; 

(j) The staff has established $952,097.69 in Account 100.5, electric plant ac- 
quisition adjustments, and $12,396,371.24 in Account 107, electric plant adjust- 
ments, all as more fully set forth in the staff report at pages 18 to 25 inclusive; 

(k) The amounts established by the staff in Accounts 100.5 and 107, as referred 
to above, are indicated by the staff report to be the minimum amounts includible 
in such accounts, it appearing that additional amounts may be established therein 
in connection with the further studies which the staff recommends should be 
undertaken by Mississippi; 

(1) The staff in its report proposes that Mississippi be required to make further 
studies in accordance with the requirements of the Uniform System of Accounts 
and the Commission’s order of May 11, 1937, with respect to $19,161,148.35 re- 
stored to Account 100.6, electric plant in process of reclassification, and $2,125,- 
628.92 (net) in various plant in process of reclassification accounts within 
Account 108, other utility plant; 

(m) The staff in its report also proposes that Mississippi dispose of the follow- 
ing amounts in Account 107: $301,771.43, representing expenses incidental to the 
sale of preferred stock, by charge to Account 151, capital stock expense; $410,- 
682.44, representing unexpired portion of debt discount and expense, by charge to 
Account 140, unamortized debt discount and expense; $178,344.17, representing 
expired portion of debt discount and expense by a charge to Account 271, earned 
surplus ; $198,412.90, representing the amount previously charged to utility plant 
and credited to contingency reserve, by a charge to Account 270, capital surplus, 
the account to which the contingency reserve was finally transferred ; and submit 
plans for the disposition of the balance of $11,307,160.30 established by the staff 
in Account 107 and for $952,097.69 established by the staff in Account 100.5; 

The Commission orders that: ‘ 

(A) The Secretary serve upon Mississippi copy of the report referred to in 
paragraph (h) hereof concurrently with the service upon Mississippi of this order ; 

(B) Mississippi Power & Light Company show cause, under oath, if any there 
be, within 30 days from the date of service of this order, why the Commission 
should not by order determine and direct that: 

(i) Adjusting entries be made by Mississippi establishing $12,396,371.24 in 
Account 107, electric plant adjustments; $952,097.69 in Account 100.5, electric 
plant acquisition adjustments; $19,161,148.35 in Account 100.6, electric plant in 
process of reclassification ; $2,125,628.92 in various plant in process of reclassifica- 
tion accounts within Account 108, other utility plant; and such other adjusting 
entries as are required in the staff report; all as more fully set forth therein ; 

(ii) Mississippi dispose of $301,771.48, $410,682.44, $178,344.17 and $198,412.90 
as described in paragraph (m) hereof and more fully at page 30 of the staff 
report ; 

(iii) Mississippi submit plans for the disposition of the balance of $11,307,160.30 
established in Account 107 and of $952,097.69 established in Account 100.5; 

(iv) Mississippi prepare and submit to this Commission revised reclassifica- 
tion and original cost studies respecting the $19,161,148.35 established in Account 
100.6 and $2,125,628.92 established in various plant in process of reclassification 
accounts within Account 108 in conformity with the requirements of the Com- 
mission’s Uniform System of Accounts and its order of May 11, 1937; 

(C) Mississippi’s response to this order shall be in the form. of an offer of 
proof and shall set forth with particularity the facts upon which it relies. De- 
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nials of the allegations of this order and of the statements in the staff report 
which are general and unsupported by specific facts upon which Mississippi relies 
will not be considered as complying with this order and may result in the entry, 
without hearing, of a final order on the ground that the response has raised no 
issues requiring a hearing; 

(D) Mississippi shall also submit with its response hereto all revisions made 
or contemplated which affect or will affect its reclassification and original cost 
studies as filed with this Commission on September 9, 1940, provided that nothing 
herein shall be deemed to extend the time heretofore fixed for the filing of such 
studies ; 

(E) This order shall be without prejudice to the Commission’s investigatiom 
In the Matter of Mississippi Power & Light Company, et al., docket No. IT-5785. 



















Order dismissing application for certificate of public convenience and necessity 
Gas Transport, Inc. 
(Docket No. G-258) 
April 27, 1943 





Upon consideration of the application filed by Gas Transport, Inc., on April 
23, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for a 
certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission’s jurisdiction, in which 
the company has been bona fide engaged since prior to February 7, 1942; 

It appearing to the Commission that: 

(a) On December 4, 1941, this Commission issued a certificate of public con- 
venience and necessity under docket No. G-213, authorizing Gas Transport, Inc. 
(hereinafter referred to as “applicant”), subject to the conditions specified 
therein to engage in the transportation of. natural gas in interstate commerce by 
means of a natural gas pipe line extending approximately 38 miles from the 
vicinity of New Era, West Virginia, to the vicinity of Gravel Bank, Ohio; 

(b) Applicant on and since February 7, 1942, was engaged in the transporta- 
tion of natural gas in interstate commerce by means of its natural gas pipe line 
described in paragraph (a) above; 

(c) Applicant asserts that no additional certificate of public convenience and 
necessity is required by it to continue the operations described in paragraph (a) 
above, and it filed the instant “grandfather” application merely as a matter of 
caution ; i 

(d) Notice of the application has been duly served upon ‘all interested parties 
in accordance with the Commission’s regulations and published in Volume 7, 
Federal Register, page 4007, and no protest thereto has been received ; 

The Commission finds that: 


(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas, subject to the jurisdiction of this Commission, over the routes de- 
scribed in its application and exhibits attached thereto, and has so operated since 
that time; 

(3) The application was duly made to the Commission within ninety days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content ; 
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(4) The facilities and operations described in the instant application are the 
same as those authorized by an outstanding certificate of public convenience and 
necessity issued by this Commission on December 4, 1941; 

(5) Dismissal of the instant application is appropriate ; and 

The Commission orders that: 

(A) The said application filed April 23, 1942, for a certificate of public con- 
venience and necessity be and it hereby is dismissed without prejudice; 

(B) Nothing herein is to be construed as affecting in any manner the de- 


termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act, as amended. 


Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket No. G—290) 
April 27, 1943 


Upon consideration of the application filed by Hope Natural Gas Company on 
May 5, 1942, pursuant to section 7 (c) of the Natural Gas Act, as amended, for a 
certificate of public convenience and necessity authorizing the continuation of 
operations by the company, subject to the Commission's jurisdiction, in which 
the company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Hope Natural Gas Company, a West Virginia corporation (hereinafter 
referred to as “applicant”), is engaged in the transportation of natural gas in 
interstate commeree and in the sale of natural gas in interstate commerce for 
resale for ultimate public consumption in the States of Ohio and Pennsylvania 
by means of its natural-gas pipe lines and appurtenant facilities described in its 
application and located in the State of West Virginia ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over the routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety (90) 
days after February 7, 1942 (the effective date of section 7 (c) amended), 
and complies with the Commission's regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby ’ 
issued to Hope Natural Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transporta- 
tion and sale of natural gas, subject to the jurisdiction of this Commission; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
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sion over. rates, valuation, costs, services, accounts, or any other matters what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be coristrued as affecting in any manner the 
determination of applicant’s service area under section 7 (f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized, in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(BE) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Sioux City Gas and Electric Company 
(Docket No. G-314) 
April 27, 1943 


Upon consideration of the application filed May 7, 1942, by Sioux City Gas 
and Electric Company pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged ; and 

It appearing to the Commission that: 

(a) Sioux City Gas and Electric Company (hereinafter referred to as 
“applicant”) is engaged in transportation in interstate commerce of natural 
gas produced in Texas and Kansas and in the sale of such natural gas for 
resale for ultimate public consumption in Nebraska and South Dakota, by 
means of its natural gas pipelines and appurtenant facilities located in 
Nebraska and Iowa and extending across the Nebraska-Iowa state line at a 
point near Sioux City, Iowa; 

(6) Notice of the application has been duly served upon all interested 
parties, in accordance with the Commission’s regulations, and published in 
Volume 7, Federal Register, page 4010, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over the routes described in its application and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Sioux City Gas and Blectric Company authorizing its continued oper- 
ation of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the trans- 
portation and sale of natural gas subject to the jurisdiction of this Commission ; 
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(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matter what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations, or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order to show cause 


Mississippi River Fuel Corporation, Hope Producing Company, Southern Carbon 
Company, United Carbon. Company 


(Docket No. G—462) 
April 27, 1943 


It appearing to the Commission that: 

(a) On April 27, 1943, the Commission adopted its opinion together with an 
“Order Reducing Rates” in the following proceedings: In the Matter of Inter- 
state Natural Gas Company, Inc., docket No. G—-149; and Louisiana Public Serv- 
ice Commission v. Interstate Natural Gas Company, Inc., docket No. G—132, 
supra, p. 416; 

4b) In paragraph (7) of the said order reducing rates it is stated: 

“Interstate, as an established course of business, is engaged in the transpor- 
tation, sale, and delivery of natural gas purchased, produced and gathered in 
Monroe Field, Louisiana, to Mississippi River Fuel Conparation * * * ata 
a point near Perryville in the State of Louisiana, * * *” 

And in said order reducing rates in paragraph (8) it is further stated: 

“The natural gas purchased, produced, gathered, and transported, that is 
sold and delivered to Mississippi River Fuel Corporation * * * is sold and 
delivered by Interstate * * * pursuant to the terms of a contract which 
provides that the gas so sold is received by the purchaser and transported by it 
out of the State of Louisiana for the purpose of resale in states other than 
Louisiana for ultimate public consumption for domestic, commercial, industrial, 
and other uses” ; 

(c) By the terms of the order reducing rates entered on April 27, 1943, Inter- 
state is required to decrease its rates and charges fér the transportation and 
sale of natural gas subject to the Commission’s jurisdiction “to reflect a re- 
duction in rates which, applied to the 1941 volume of sales, will amount to not 
less than $1,100,345 annually” ; 

(d) In the opinion supra, the excess of revenues to Interstate over cost of 
service as applied to sales of gas to Mississippi River Fuel Corporation is shown 
to be $301,329; 

(€) Mississippi River Fuel Corporation, heretofore, has been determined 
to be a natural-gas company within the meaning of the Natural Gas Act, In the 
Matter of Mississippi River Fuel Corporation, 2 F. P. C. 170; 34 P. U. R. (N. 8.) 
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8 (1940) ; affirmed, Mississippi River Fuel Corporation v. Federal Power Com- 
mission, 121 F. (2d) 159 (C. C. A. 8th, 1941) ; 

(f) The United States Circuit Court of Appeals for the Seventh Circuit, in 
its opinion dated June 30, 1942, in the case of Natural Gas Pipeline Company 
of America and Texoma Natural Gas Company v. Federal Power Commission 
and [Illinois Commerce Commission, 134 F. (2d) 2638, stated that it is the 
ultimate “consumers for whose benefit these proceedings were instituted. The 
utilities with whom petitioners * * * contracted were merely conduits by 
which natural gas transported by petitioners was delivered to customers by 
utilities,” and that it is “for the consumers the Federal Power Commission 
acted” ; 

(g) Any reduction in rates or charges received by Mississippi River Fuel 
Corporation for natural gas purchased from Interstate Natural Gas Company, 
Ine., as a result of the reductions made effective in accordance with the Com- 
mission's opinion and order of April 27, 1943, supra, should be reflected by 
equivalent reductions in the rates and charges of Mississippi River Fuel Cor- 
poration for gas sold for resale for domestic, commercial, industrial, or other 
use through the filing of schedules to reflect such reductions. 

The Commission finds that: 

The directions as hereinafter proposed are reasonable and appropriate in 
carrying out the provisions of the Natural Gas Act; 

Therefore, the Commission orders that: 

Mississippi River Fuel Corporation show cause in writing, under oath, on 
or before June 1, 1943, why it should not file with this Commission new schedules 
of rates and charges for gas sold for resale for domestic, commercial, industrial, 
or other use, in which shall be reflected reductions, on an annual basis, equiv- 
alent to the reduction in rates and charges received by it for natural gas 
purchased from Interstate Natural Gas Company, Inc., as a result of the re- 
ductions made effective in accordance with the Commission’s opinion and order 
of April 27, 1943, supra. 


Order approving disposition of amounts established in Account 107, gas plant 
adjustments 


Interstate Natural Gas Company, Inc. 


(Docket No. G—467) 
April 27, 1943 


It appearing to the Commission that : 

(a) On March 27, 1942, Interstate Natural Gas Company, Inc., filed with 
this Commission its reclassification and original cost studies of gas plant pur- 
suant to gas plant accounts instruction 2—-D of the Commission's Uniform System 
of Accounts Prescribed for Natural Gas Companies and the Commission’s Order 
No. 73, pertaining thereto ; 

(b) By letter received November 20, 1942, Interstate requested permission 
to dispose of $153,724.06 representing a portion of amounts established by 
Interstate in Account 107, gas plant adjustments, by transferring that amount 
to Account 110, other physical property ; 

(ec) The $153,724.06 sought to be transferred to Account 110 represents the 
following items of property no longer in natural gas service and not held under 
a definite plan for future use: 
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1. The “Whitehall Plantation” which is stated to have been orig- 
inally acquired by Interstate in order to secure a right-of-way 
for a Mississippi River Crossing......._....--____..-.--.... $104, 313. 61 
2. Production plant—field lines__._....--____-.____~-- $15, 402. 88 
8. Transmission plant—including maiys of $6,380.14 
and measuring and regulating structures and 
equipment of $6,664.55 and land rights of $21.84__ 13, 066.53 
4. General plant—representing land and land rights of 
$3,587.55 and structures and improvements of 
RUN NOs i i Ue ee 20, 941.04 
49, 410. 45 


153, 724. 06 

The Commission finds that: 

The disposition of $153,724.06 established in Account 107, gas plant adjust- 
ments, by transferring such amount to Account 110, other physical property, 
is in accordance with sound principles of accounting and the Commission’s 
Uniform System of Accounts ; 

The Commission orders that: 

(A) Interstate dispose of the amount of $153,724.06 established in Account 
107, gas plant adjustments, by transferring that amount to Account 110, other 
physical property ; 

(B) Nothing in this order shall be construed as a waiver of the Commission’s 
right to make such further adjusting entries as it may deem necessary with 
respect to Interstate’s reclassification and original cost studies; 

(C) Interstate submit within thirty days from the date of service of this 
order certified copies of the entries giving effect to the disposition herein 
authorized. 


Order vacating temporary certificate of public convenience and necessity 


Clark Jividen, Trustee 
(Docket No. G—436) 


May 4, 1948 


It appearing to the Commission that: 

(a) By order of -December 2, 1942, a temporary certificate of public con- ) 
yenience and necessity was issued to Clark Jividen, Trustee, authorizing the 
acquisition, construction and operation of certain facilities for the transporta- 
tion of natural gas from a point near Racine, Ohio, to Mason City, West Virginia, 
to alleviate a shortage of gas in Mason City, pending the Commission’s determ- 
ination of an application for a permanent certificate of public convenience and 
necessity required by said order to be filed; 

(b) Clark Jividen has failed to file an application for a permanent certificate 
of public convenience and necessity, as required by the order of December 2, 
1942, and section 57.9 of the amended Provisional Rules of Practice and Regula- 
tions under the Natural Gas Act; 

(c) The Public Service Commission of West Virginia advised the Commission 
by letter of February 19, 1943, that the project authorized by the order of 
December 2, 1942, had been abandoned ; 

The Commission orders that: 

(A) The order of December 2, 1942, in this matter, issuing a temporary cer- 
tificate of public convenience and necessity, be and it hereby is vacated. 
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Order issuing certificate of public convenience and necessity 


Northern Indiana Public Service Company 
(Docket No. G-271) 


May 4, 1948 


Upon consideration of the application filed by Northern Indiana Public Service 
Company on May 4, 1942, as amended March 15, 1943, pursuant to section 7 (c) 
of the Natural Gas Act, as amended, for a certificate of public convenience and 
necessity authorizing the continuation of operations by the company, subject 
to the Commission’s jurisdiction, in which the company, on February 7, 1942, and 
subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Northern Indiana Public Service Company (hereinafter referred to as 
“applicant”) is engaged in transportation in interstate commerce of natural gas 
produced in Texas and certain other states, and in the sale of natural gas in 
interstate commerce for resale for ultimate public consumption in Indiana and 
Michigan, by means of its natural gas pipe lines and appurtenant facilities 
located in Indiana and connecting with pipe lines of other companies transport- 
ing this natural gas in Texas and intermediate states between Texas and 
Indiana and into Michigan; 

(b) Notice .of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008; and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application as amended and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Northern Indiana Public Service Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application as amended 
for the transportation and sale of natural gas subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matter 
whatsoever that may come before the Commission with respect to applicant or 
its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; ‘ 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
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Act. and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission; 


(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order approving disposition of amounts established in Account 107, electric 
plant adjustments 


Wachusett Electric Company 
May 11, 1948 


It appearing to the Commission that: 

(a) Wachusett Electric Company, on October 30, 1942, filed its reclassification 
and original cost studies required by electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees and the Commission’s order of May 11, 1937, pertaining thereto; 

(b) No field study of Wachusett’s studies has been made by the staff of this 
Commission ; 

(c) On January 22, 1948, Wachusett filed revised reclassification and original 
cost statements in accordance with a request of the staff of this Commission ; 

(d) In its revised studies submitted to the Commission, Wachusett has estab- 
lished a net amount of $26,867.61 in Account 107, electric plant adjustments, 
which it requests permission to dispose of in the following manner: 


Description of item and disposition proposed Amount 
To Account 131.1, materials and supplies, electric: meter parts in- 
correctly charged to plant 
To Account 250, reserve for depreciation: unrecorded retirements 
of plant 
To Account 265, contributions in aid of construction: contributions 
in aid of construction which, when received, were credited to plant_ 
To Account 414, miscellaneous debits to surplus: 
Operating expenses erroneously charged to plant 
Abandoned rights-of-way 
Loss on land sold 


The Commission finds that: 

The disposition of the amount of $26,867.61 established by Wachusett Electric 
Company in Account 107, electric plant adjustments, is in accordance with sound 
principles of accounting and the provisions of the Commission's system of 
accounts ; 

The Commission orders that: 

(A) Wachusett Electric Company dispose of the amount of $26,867.61 estab- 
lished in Account 107, electric plant adjustments, in accordance with the plans 
described in paragraph (d) hereof; 

(B) Since the staff of this Commission has made no field examination of the 
reclassification and original cost studies filed by Wachusett Blectric Company, 
the Commission reserves the right to make any examination or analyses of the 
company’s studies as it may deem necessary and to require the company to make 
such other accounting adjustments as it may deem appropriate ; 

(C) Wachusett Electric Company shall file, within thirty (30) days from the 
date of service of this order, certified copies of the entries giving effect to the 
disposition approved herein. 
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Order issuing certificate of public convenience and necessity 


Pennsylvania Fuel Supply Company 


(Docket No. G-388) 
May 11, 1943 


Upon consideration of the application made by Pennsylvania Fuel Supply 
Company on May 8, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s jurisdic- 
tion, in which the company, on February 7, 1942, and subsequent thereto, has been 
bona fide engaged; and 

It appearing to the Commission that: 

(a) Pennsylvania Fuel Supply Company, a Pennsylvania corporation (herein- 
after referred to as “applicant”), is engaged in the transportation in interstate 
commerce of natural gas produced in West Virginia and Pennsylvania and in 
the sale of such natural gas in interstate commerce for resale for ultimate public 
consumption in Pennsylvania and New York by means of its natural gas pipe 
lines and appurtenant facilities located in the State of Pennsylvania ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4009; and no protest has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas subject to the jurisdiction of this Commission over 
the routes described in its application and exhibits attached thereto, and has so 
operated since’ that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Pennsylvania Fuel Supply Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the 
transportation and sale of natural gas subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matters 
whatsoever that may come before the Commission with respect to the applicant 
or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the 
determination of the applicant’s service area under section 7 (f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
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Order directing disposition of amounts established in Account 100.5, electric 
plant acquisition adjustments and Account 107, electric plant adjustments 
o 


Idaho Power Company 


(Docket No. IT-5827) 
May 18, 1943 


It appearing to the Commission that: 

(a) On September 8, 1940, Idaho Power Company (hereinafter sometimes 
referred to as Idaho), filed its reclassification’ and original cost studies of 
electric plant pursuant to electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts prescribed for public utilities and 
licensees, and the Commission’s order of May 11, 1987, pertaining thereto; 

(b) Thereafter the staff of this Commission made a field examination of 
Idaho’s studies which revealed deficiencies therein; 

(c) Before a staff report on the results of the examination was issued, Idaho 
indicated its desire to prepare and file revised studies of electric plant and 
petitioned the Commission for time within which to prepare and file such revisions, 
which was granted ; 

(d@) On April 3, 1943, Idaho filed its revised reclassification and original 
cost studies ; 

(e) In its first studies Idaho did not,classify any amount in Account 100.5, 
electric plant acquisition adjustments, but classified a credit amount of 
$1,411,428.00 in Account 107, electric plant adjustments, while in its revised 
studies it has classified $2,746,614.27 in Account 100.5 and $9,562,632.88 in 
Account 107; 

(f) Of the amount established in Account 100.5, Idaho requests permission, 
by letter dated April 30, 1943, to amend its revised studies by transferring 
$706,165.83 thereof, alleged to represent cost of plant applicable to Idaho’s 
hydroelectric power plant at American Falls, to Account 100.6, electric plant 
in process of reclassification, to permit it to make further studies as to the 
nature of the item involved, in order that the appropriate accounting classifica- 
tion and treatment of the $706,165.88 may be determined ; 

(g) Idaho proposes to dispose of $135,038.18, included in the amount classified 
in Account 100.5 and representing an excess of original cost of acquired property 
not identified with remaining physical property units, by a charge to Account 
250, reserve for depreciation of electric plant ; 

(h) Idaho has proposed no disposition plans for the balance of the amount 
classified in Account 100.5, namely, $1,905,410.26, representing the excess of acqui- 
sition cost over original cost of acquired properties ; 

(i) Of the amount of $9,562,632.88 classified in Account 107, Idaho proposes 
, to dispose of $3,214,057.21 thereof as follows: 


Accounting disposition and description of items Amount 

Account 110, other physical property: Reclassification of nonoper- 

ative land and property. $160, 910. 05 
Account 146, other deferred debits: Reclassification of improve- 

ments to leased property to Account 371, structures and 

imprevements_ (50. 814. 88) 
Account 151, capital stock expense: Reclassification of expense in 

connection with the sale of preferred stock 
Account 250, reserve for depreciation of electric plant : Adjustments 

for unrecorded retirements 
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Accounting disposition and description of items—Continued 
Account 265, contribution in aid of construction: Reclassification 
of amounts credited to electric plant representing customers’ ad- 
vances for construction : ($75, 813. 54) 
Account 271, earned surplus: 


Net adjustment (excess of system cost over re- 

corded cost for acquisition of Salmon River 

Power & Light Company) resulting from (1) 

interest paid nominee and (2) surplus accu- 

mulated during period of ownership by Sys- 

tem not recorded by Idaho Power Company... ($13, 458. 32) 
Reclassification of amounts debited to earned 

surplus and credited to electric plant repre- 

senting adjustments of customers’ construc- 

tion advances (8, 411. 20) 
Excess of system cost over sale price of invest- 

ment in water property at Ontario, Oregon, 

sold in 1917 1, 581. 15 
System cost of investment in railway properties 

which became valueless in 1928 at the time 

of foreclosure of Boise Valley Traction 

CII Ti issn ett lingeecicciihondinteigcdatigt Aelia 2, 460, 808. 37 
Excess of recorded cost over system cost of 

investment in Jerome Water Works Company, 

Ltd., sold in 1982 (878. 37) 
Intercompany profits, taxes, and lapsed water 


rights on hydroelectric and nonoperating 


8, 214, 057. 21 


(j) Idaho has proposed no plans for the disposition of the balance of the 
amount established in Account 107, $6,348,575.67, representing a write-up re- 


flected in Idaho’s plant accounts at consolidation of associated predecessor com- 
panies in 1916; 


The Commission finds that: 

(1) Idaho owns and operates facilities for the transmission and sale of electric 
energy at wholesale in interstate commerce and is by reason of such ownership 
and operation a “public utility” within the meaning of the Federal Power Act; 

(2) It is appropriate to allow Idaho to amend its studies by transferring 
$706,165.83 from Account 100.5 to Account 100.6 in order that Idaho may make 
further studies to ascertain the nature of the items involved, for the purpose of 
presenting its contentions as to the appropriate classification and accounting 
treatment thereof; 

(3) The proposed disposition of $135,038.18 established jn Account 100.5 as 
described in paragraph (g) hereof is in accordance with sound principles of ac- 
counting and the Commission’s Uniform System of Accounts; 

(4) The balance of the amount established in Account 100.5, $1,905,410.26, 
should be disposed of througli equal annual charges to Account 537, miscellaneous 
amortization over a period 15 years, beginning with the year 1943; 

(5) The proposed disposition of $3,214,057.21 established in Account 107 as 
described in paragraph (i) hereof is in accordance with sound principles of ac- 
counting and the Commission’s Uniform System of Accounts ; 
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(6) The balance of Account 107, $6,348,575.67, should be disposed of by an 
immediate charge to Account 271, earned surplus: Provided, however, That Idaho 
may charge off such amount or any portion thereof to Account 270, capital surplus, 
if such capital surplus is created for that purpose within three months from the 
date of service of this order; 


The Commission orders that: 

(A) Idaho transfer the amount of $706,165.83 from Account 100.5 to Account 
100.6 for the purpose described in paragraph (2) hereof and complete and submit 
the further studies with plans for the accounting treatment thereof within three 
(3) months from the date of service of this order; 

(B) Idaho dispose of the amounts established in Account .100.5 and the 
amounts established in Account 107 as described in paragraphs (g), (i), (4) and 
(6) hereof; 

(C) Idaho shall submit certified copies of the entries effecting the transfer and 
dispositions herein approved and ordered within 90 days from the date of service 
of this order, and shall submit certified copies of the annual amortization entries 
required herein within 30 days after the close of the year in.which such entries 
are to be made; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by the 
Securities and Exchange Commission. 


Order authorizing issuance of license (major) 
Appalachian Electric Power Company: 


(Project No. 739) 
May 22, 1948 


Upon renewal of its application for license filed by Appalachian Electric Power 
Company for its Claytor Project located near Radford, Virginia, on the New 
River, a navigable water of the United States, which project is designated as 
project No. 739; 

In its opinion and order of April 3, 1981 (11th Ann. Rpt. 123),*> the Commission 
set forth the proceedings theretofore had in this matter and directed the issuance 
of a standard form license for said project ; 

The license tendered by the Commission was refused by the applicant, the mat- 
ter was brought before the United States District Court for the Western District 
of Virginia, and on December 16, 1940, the Supreme Court of the United States 
rendered a decision* in said cause remanding the action to the District Court 
with instructions to enter an order enjoining the construction, maintenance or 
operation of the Radford project otherwise than under a license “substantially 
in the form tendered respondent by the Federal Power Commission on or about 
May 5, 1931”; 

Upon consideration of the entire record the Commission finds that: 

(1) The applicant is a corporation organized under. the laws of the State of 
Virginia and has submitted satisfactory evidence of compliarice with all applica- 
ble State laws insofar as necessary to effect the purposes of a license for the 
project ; 

(2) No conflicting application is before the Commission ; 





11 F. P. C. 3. 
2311 U. 8. 377. 
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(3) Public notice has been given as required by the Federal Power Act; 

(4) The Secretary of War and the Chief of Engineers have approved the plans 
of the project structures affecting navigation ; 

(5) The rate of return upon the net investment in the project and the pro- 
portion of surplus earnings to be paid into and held in amortization reserves 
are reasonable as specified in Exhibit A; 

(6) Subject to the provisions of section 10 (e) of the Federal Power Act, 
the annual charges specified in Exhibit A are reasonable; 

(7) The maps, plans, specifications, and statements filed as part of the ap- 
plication as supplemented or incorporated by reference as a part thereof and 
designated as Exhibits J, revised (FPC No. 739-1), K, revised (FPC No. 739-9), 
L-1, second revision (FPC No. 739-14), L-—4, second revision (FPC Nos. 739-16 
and 17), and M, revised, insofar as such maps, plans, and specifications por- 
tray the project works, conform to the Commission’s rules and regulations, but 
detailed maps of Exhibit K showing the entire project area, in accordance with 
the Commission’s rules and regulations, have not been submitted; 

(8) The project is best adapted to a comprehensive plan for improving and 
developing the New River for the use and benefit of interstate commerce, for 
the improvement and utilization of water power development and for other 
beneficial public uses, including recreational purposes; 

(9) The license hereinafter authorized is substantially in the form of that 
tendered to the applicant on May 5, 1931; and 

It is ordered that: 

(A) A license be issued to the applicant for the aforesaid project for a pe- 
riod from July 1, 1931 to June 30, 1981, in the form and language of the 
license instrument Exhibit A (License for Project on a Navigable Water of 
the United States—Project No. 739-Virginia--Appalachian Electric Power Com- 
pany) which is incorporated herein by reference; 

(B) The maps, plans, specifications, and statements referred to in para- 
graph (7) above are hereby approved as port of the license for the project: 
Provided, That the licensee shall file as Exhibit K detailed maps showing the 
entire project area in accordance with the Commission’s rules and regulations. 


Order issuing temporary certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Company 


(Docket No. G—457) 
May 27, 1943 


Upon consideration of the application for a temporary certificate of public 
convenience and necessity filed by the Panhandle Eastern Pipe Line Company 
on March 18, 1948, to authorize the construction, installation and operation of 
the facilities hereinafter described, and other material in the Commission’s 
records and files pertaining to the applicant; and 

It appearing to the Commission that: 

(a) Applicant operates an integrated natural gas pipeline system and is en- 
gaged in the transportation and sale of natural gas in interstate commerce for 
direct use and for resale for ultimate public consumption for domestic, com- 
mercial, and industrial uses; 

(b) Applicant seeks a temporary certificate of public convenience and neces- 
sity pursuant to section 7 (c) of the Natural Gas Act, as amended, authorizing 
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the applicant to construct and operate the following facilities for the trans- 
portation and sale of natural gas to the Michigan Seamless Tube Company : 

A 2-inch pipe line approximately 4,600 feet in length extending from a point 
on the applicant’s “Michigan North” line to the plant of the Michigan Seamless 
Tube Company situated in Sections 29 and 30, T. 1 N., R. 7 E., Oakland 
County, Michigan, together with valves, fittings, regulators, meters, and other 
equipment and appurtenances necessary for the operation of the line; 

(c) On April 17, 1943, the War Production Board issued a project preference 
rating order permitting the use of materials on hand and available to the ap- 
plicant, and the purchase of such additional critical material necessary to con- 
struct the proposed line, described in paragraph (b) above; 

(d@) Michigan Seamless Tube Company has been granted, as of February 4, 
1943, permission by the War Production Board to receive deliveries of natural 
gas not in excess of 205,000 cubic feet in any one day ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption for domestic, commercial, or other use and is a natural- 
gas company within the meaning of the Natural Gas Act; 

(2) By reason of the present national emergency, the public interest requires 
the issuance of a temporary certificate of public convenience and necessity author- 
izing the applicant to construct, install, and operate the facilities described in 
paragraph (b) above; 

The Commission orders that: 

A temporary certificate of public convenience and necessity be and it hereby 
is issued for a period of five years, or for the duration of the national emergency, 
whichever is longer, authorizing the applicant to construct, install, and operate 
facilities described in paragraph (b) above, and as shown in the application and 
for the transportation and sale of natural gas to the Michigan Seamless Tube 
Company, upon the following express terms and conditions: 

(i) The construction and installation of facilities hereby authorized shall be 
commenced on or before June 15, 1948, and completed on or before July 15, 1943; 

(ii) Applicant shall report to the Commission, under oath, the completion date 
of the facilities above described, together with the date that the same is put 
in service; 

(iii) Nothing herein is to be construed as indicating that the Commission has 
authorized or that it will authorize the construction and operation of the facilities 
described in its application filed February 25, 1943, by Panhandle Eastern Pipe 
Line Company, docket No. G-452; 

(iv) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, ac- 
counts or any other matters whatsoever in any proceeding now pending before 
the Commission or that may come before the Commission with respect to said 
applicant, or the facilities herein authorized to be constructed, installed and op- 
erated, and nothing herein shall be construed as an acquiescence by the Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted by the applicant, nor shall it be considered as a determination of 
service area under section 7 (f) of the Natural Gas Act as amended; 

(v) Upon the failure of the applicant to comply with any of the terms and 
conditions herein, this temporary certificate shall cease to have any force or effect. 
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Order approving transfer of license (major) 
Lexington Water Power Company and South Carolina Electric & Gas Company 


(Project No. 516) 
May 29, 1943 


Upon joint application filed September 11, 1942, and subsequently amended 
on March 23, and May 10, 1943, by Lexington Water Power Company, licensee for 
major project No. 516, and South Carolina Electric & Gas Company for approval 
of the consolidation of the Lexington Company into the South Carolina Company, 
including transfer of the license for project No. 516 from the former to the latter; 
and 

It appearing that: 

(a) The license for project No. 516 was issued to Lexington Water Power 
Company for a period extending from August 5, 1927, to August 4, 1977, inclusive ; 
and two amendments to said license have been authorized by the Commission 
and accepted by the licensee, the second amendment having been accepted by 
the licensee on May 7, 1948, and issued by the Commission on May 17, 1943; 

(b) The project is located on the Saluda River, a navigable water of the United 
States, in Lexington, Richland, Newberry, and Saluda Counties, South Carolina ; 

(c) The aforesaid application, in addition to requesting approval of transfer 
ef license for project No. 516, requests Commission approval of the proposed 
consolidation of Lexington Company into South Carolina Company pursuant to 
the terms and conditions of a proposed consolidation agreement (docket No. 
IT-5803) ; 


The Commission, having considered the joint application and the record thereon, 
finds that: 

(1) South Carolina Electric & Gas Company is a corporation organized under 
the laws of the State of South Carolina and has submitted satisfactory evidence 
of compliance with the requirements of all applicable state laws insofar as nec- 
essary for the operation of the project, as required by section 9 (b) of the 
Federal Power Act; 

(2) Approval of the transfer, as hereinafter provided, will not be inconsistent 
with the public interest ; and 

It is ordered that: 

The transfer of license as amended for project No. 516 from Lexington Water 
Power Company, licensee, to South Carolina Electric & Gas Company (the con- 
solidated corporation) is hereby approved effective as of the date of merger and 
consolidation of the two companies, subject to section 9.3 of the Commission’s 
Rules of Practice and Regulations ; provided that the new licensee shall be subject 
to all the conditions of the license as amended and to all the provisions and con- 


ditions of the Act to the same extent as though it were the original licensee here- 
under. 


Order authorizing merger and consolidation of facilities 


South Carolina Electric & Gas Company and Lexington Water Power Company 


(Docket No. IT-5803) 
May 29, 1943 
It appearing to the Commission that: 
(a) South Carolina Electric & Gas Company (hereinafter sometimes referred 
to as South Carolina Company) and Lexington Water Power Company (herein- 
582231—44—-vol. 364 
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after sometimes referred to as Lexington Company), both being corporations 
organized and existing under the laws of the State of South Carolina and having 
their principal offices at 328 Main Street, Columbia, South Carolina, on September 
11, 1942, filed their joint application seeking authorization for the merger and 
consolidation of the facilities of Lexington Company into South Carolina Com- 
pany, including the transfer by Lexington Company to South Carolina Company of 
Federal Power Commission license for project No. 516. 

(b) The license for project No. 516 was issued to Lexington Water Power 
Company for a period extending from August 5, 1927 to August 4, 1977, inclusive; 
and two amendments to said license have been authorized by the Commission and 
accepted by the licensee, the second amendment having been accepted by the 
licensee on May 7, 1943, and issued by the Commission on May 17, 1943. 

(c) Project No. 516 is located on the Saluda River, a navigable water of the 
United States, in Lexington, Richland, Newberry, and Saluda Counties, South 
Carolina. 

(d) The applicants, on March 23, 1943, filed an amendment to the original 
joint application and petition, expressly reserving all constitutional and legal 
rights with respect to the jurisdiction of the Federal Power Commission over any 
of the transactions proposed by the joint application and petition of September 
11, 1942, except with respect to the Commission’s jurisdiction over the transfer 
of license for project No. 516. 

(e) On May 10, 1943, the applicants filed a second amendment to the joint 
application of September 11, 1942, admitting that, notwithstanding anything 
contained in the amendment filed on March 23, 1943, reserving questions relating 
to the jurisdiction of the Federal Power Commission, both applicants own and 
operate facilities for the transmission of electric energy in interstate commerce 
and for the sale of electric energy at wholesale in interstate commerce; that the 
joint application and petition, as amended, wes filed pursuant to the provisions 
of section 203 of the Federal Power Act. 

(f) With the joint application and petition of September 11, 1942, and the 
amendments thereto under dates of March 23, 1943, and May 10, 1943, applicants 
submitted (a) data and information required by Part 33 of the Rules of Practice 
and Regulations promulgated by the Federal Power Commission, and (b) copies 
of applications, with amendments thereto, and supporting exhibits, filed with the 
Public Service Commission of South Carolina and the Securities and Exchange 
Commission. 

(g) A copy of the final order of the Public Service Commission of the State of 
South Carolina entered on December 17, 1942, as amended by supplemental order 
of January 6, 1943, approving the consolidation and merger of Lexington Com- 
pany into South Carolina Company upon the terms and conditions set forth in 
such order, as amended, was submitted to this Commission with the amendment 
of March 23, 1943. 

(h) The Securities and Exchange Commission has entered no final order dis- 
posing of the various matters submitted by Lexington Company and South Caro- 
lina Company to that Commission for determination. 

(i) Written notice of the joint application and petition was duly given to the 
Public Service Commission of the State of South Carolina and the Utilities 
Commission of the State of North Carolina and to the governors of both States 
under date of September 18, 1942, and notice of said application and petition was 
published in the Federal Register under date of September 15, 1942, stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest with the Federal Power Commission 
on or before September 30, 1942, and no protest or petition or request to be heard 
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in opposition to the granting of said application and petition has been received. 

(j) The joint application and petition, as amended, represents that: 

(i) South Carolina Company is engaged in the manufacture, purchase, trans- 
mission, distribution, and sale of electricity, the manufacture, transmission, dis- 
tribution, and sale of gas for light, heat, power, and incidental purposes and the 
furnishing of some bus service. Electric light and power service is supplied in 
Columbia, South Carolina, and in approximately 40 other communities in the 
central section of South Carolina ; 

(ii) Lexington Company is engaged in the hydro-generation of electric energy 
and the sale at wholesale of such electric energy to other electric utility com- 
panies at its power station situated about 14 miles west of Columbia, South 
Carolina. All of such facilities of Lexington Company (project No. 516) are 
operated under license issued by the Federal Power Commission. 

(iii) The transmission facilities of the applicants, Lexington Company and 
South Carolina Company, are directly interconnected and the operations of the 
applicants are and always have been carried on under common management and 
supervision. The transmission facilities of Lexington Company are also inter- 
connected with transmission facilities of Duke Power Company and Carolina 
Power and Light Company, both of which latter companies sell and distribute 
electric energy to ultimate consumers in the States of North Carolina and South 
Carolina, The transmission facilities of South Carolina Company are inter- 
eonnected with the transmission facilities of Duke Power Company and South 
Carolina Power Company. 

(iv) General Gas & Blectric Corporation (hereinafter sometimes referred to 
as Gengas), a “registered holding company” within the meaning of that term 
as defined in the Holding Company Act of 1935, is the owner of all of the out- 
standing common stock of Lexington Company and South Carolina Company. 
General Gas & Electric Corporation is a subsidiary within the Holding Company 
System of Denis J. Driscoll and Willard L. Thorp, Trustees of Associated Gas and 
Electric Corporation, Debtor, in reorganization under Chapter X of the Bank- 
ruptey Act. 

(v) When the facilities of Lexington Company are merged and consolidated 
with the facilities of South Carolina Company, the resulting corporation will be 
known as South Carolina Electric & Gas Company (hereinafter sometimes referred 
to as the Consolidated Company) which shall have all and singular the rights, priv- 
ileges, powers and franchises of a public as well as a private nature, of each of 
the constituent companies, with all restrictions, disabilities, and duties as well 
as all property rights and obligations including the assumption of outstanding 
bonds, debentures, notes, and accounts payable or other liabilities of both said 
companies of every kind whatsoever. 

(vi) The common stock of South Carolina Company, of $100 per share par 
value, shall become the common stock of the Consolidated Company. No securi- 
ties are to be issued for the common stock of Lexington Company. Such stock 
will be canceled at the time of consolidation. 

(vii) Upon the consolidation becoming effective, there will be issued to Gengas 
100 shares of common stock of the Consolidated Company of a par value of 
$100 per share in consideration of the payment by Gengas of $1,735,000 in cash. 
The Consolidated Company will pay to Gengas amounts due Gengas from 
Lexington Company and South Carolina Company on open account and demand 
notes which on June 30, 1942, amounted to $1,726,083.38. 

(viii) Additional financial transactions affecting the capital structure of the 
Consolidated Company are summarized from the application as follows: 
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(1) An exchange of 5% Preferred Stock of the Consolidated Company for the 
outstanding $6 Prior Preferred stock and 7% Preferred stock of the South 
Carolina Company. 

(2) A donation of $240,000 in cash to the Consolidated Company by Gengas. 

(3) Delivery for cancelation by Gengas of bonds and debentures of the con- 
stituent companies in the principal amount of $2,925,000 and issuance to Gengas 
of 50,000 shares of $50 par value, 5% Preferred stock of the Consolidated 
Company. 

(ix) The proposed changes in securities described in paragraphs (vi), (vii), 
and (viii), above, are summarized as follows: 


Total both companies 








First mortgage bonds 
Convertible sinking fund debentures 
Demand note 
Open account 
$6 prior preferred...................-. 
7 percent cumulative preferred stock _- 
6 percent $50 par value preferred stock 
Common stock: 
South Carolina . | 


38, 073, 482 | 3,800,646 | 32, 582, 400 





1 After giving effect to redemption of $125,000 principal amount of Convertible Sinking Fund Debentures 
through operation of sinking fund, as of July 27, 1942. 

(x) Actual legitimate original cost of Lexington’s hydro-electric project No. 
516 was determined by the Commission to be $20,123,970, as of June 30, 1932, 
and the company has adjusted its books to accord with that determination. 
Lexington Company and South Carolina Company have filed their reclassifica- 
tion and original cost studies pursuant to electric plant instruction 2—-D of the 
Uniform System of Accounts and order of the Commission adopted May 11, 1937. 
The Commission’s staff has not made an examination of such studies but the 
joint application submitted relates that the preliminary report of South Carolina 
Company as filed with the Commission in respect of its electric plant accounts, 
as of January 1, 1938, reflected the following: 


Mast WO Goins cde witb eae ede bgee $2, 322, 578 
Account * 107 7, 574, 678 


The application states that, as of June 30, 1942, these amounts are estimated 
to have been reduced to: 


Account 100.5 $2, 274, 578 
Account 107 7, 414, 678 


Petitioners propose to provide a reserve of $10,000,000 against which will be 
charged : 

(1) The amount of the balance as finally determined as properly classified 
in Account 107. 
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(2) Such amount, if any, of the balance as finally determined as properly 
classified in Account 100.5 as may be legally required to be written off. 

Any balance remaining in such reserve not required for the above purposes 
will be transferred to the capital surplus account. 

The Commission, having considered the joint application and petition, as 
amended and supplemented, as well as the verified reports of said companies, 
including annual reports and power statements (F. P. C. Forms Nos. 1 and 64), 
finds that: 

(1) South Carolina Company and Lexington Company are corporations or- 
ganized and existing under and by yirtue of the laws of the State of South 
Carolina. 

(2) South Carolina Company and Lexington Company each own and operate 
facilities for transmission and sale at wholesale of electric energy transmitted 
from a State and consumed by persons other than a transmitter thereof at 
points outside the State. Each is therefore a “public utility” within the mean- 
ing of that term as used in the Federal Power Act. 

(3) By the proposed consolidation each of the applicants will merge its 
facilities, subject to the jurisdiction of this Commission, with the facilities of 
the other. The merger has been approved expressly by the Public Service 
Commission of the State of South Carolina and the merger is therefore exempt 
from the requirements of section 9 (a) of the Public Utility Holding Company 
Act of 1935 by reason of the provisions of section 9 (b) (1) of that Act. Being 
so exempt, it is not excepted by section 318 of the Federal Power Act from the 
requirements of section 203 of the latter Act. 

(4) The proposed merger and consolidation of facilities of Lexington Com- 
pany subject to the jurisdiction of this Commission into South Carolina Company, 
as hereinafter authorized and approved, will tend to advance the integration 
of the facilities involved and will result in simplification of the corporate struc- 
ture of applicants. 

(5) Proper accounting requires that provision be made for the ultimate retire- 
ment or disposition of all amounts classified in Account 100.5, electric plant 
acquisition adjustments, as well as all amounts properly classified in Account 
107, electric plant adjustments. Pending completion of cost studies and investiga- 
tion and consideration thereof by this Commission, the establishment of a special 
reserve in the amount of $10,000,000 against which will be charged such amounts 
in the plant accounts of the Consolidated Company in excess of original cost as 
this Commission may thereafter lawfully order or require to be charged off, as 
applicants have consented and agreed to do, constitutes a proper and reasonable 
accounting procedure. 

(6) The merger and consolidation as proposed by South Carolina Company 
and Lexington Company, as hereinafter authorized and approved, will not be 
inconsistent with the public interest. 

The Commission orders that: 

(A) The proposed merger and consolidation of the assets and facilities of 
Lexington Company into South Carolina Company are hereby authorized and 
approved on the terms and conditions and for the purposes set forth in the 
application and petition, as amended, and subject to the terms of this order. 

(B) The foregoing authorization of the proposed merger and consolidation 
of Lexington Company into South Carolina Company is subject to the following 
conditions: 

(i) Within sixty (60) days after the merger and consolidation proposed in 
this proceeding, the Consolidated Company (South Carolina Hlectric & Gas Com- 
pany) shall create a special reserve of $10,000,000 which shall be classified in 
Account 258.3 and entitled “Reserve for Amounts in Extess of Original Cost of 
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Utility Plant.” Such reserve shall be created by proper appropriations from 
the various accounts specified in the joint application and petition filed with 
this Commission as amended. 

(ii) The Consolidated Company shall complete cost studies and plan of re- 
classification of accounts as required by the Commission’s Uniform System of 
Accounts and orders incidental thereto, with diligence and expedition and shall 
charge to the special reserve hereinafter described, any amounts in its plant 
accounts in excess of original cost that this Commission may lawfully order or 
require to be charged off, and no other amounts. 

(iii) Any balance in said special reserve account determined by the Oom- 
mission to be not required for the purposes specified in paragraph (ii), imme- 
diately above, may be transferred by Consolidated Company to its capital surplus 
account. 

(C) The foregoing authorizations are without prejudice to the authority of 
this Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of costs, or any valuation of property 
claimed or asserted, or as a final approval of any proposed reclassification of 
accounts or determination of amounts to be set up in Account 100.5, electric 
plant acquisition adjustments, or Account 107, electric plant adjustments. 

(D) The foregoing authorizations, approvals, and permission shall expire 
unless acted upon within 90 days after the entry of this order. 

(BE) South Carolina Company, Lexington Company and the Consolidated Com- 
pany shall report with reference to the subject matter hereof as required by 
the Commission’s Rules of Practice and Regulations and shall file proposed journal 
entries within six months from the date of consummation of the proposed merger 
and consolidation as required by the provisions of the Commission’s Uniform 
System of Accounts. Nothing in this order shall be construed as relieving any 
of said companies from any requirements applicable to it, prescribed by said 
System of Accounts, as to the filing of its proposed journal entries within said 
period of 6 months. 


Order issuing certificate of public convenience and necessity 
The Central Gas Utilities Company 


(Docket No. G—276) 
June 1, 19438 


Upon consideration of the application filed by The Central Gas Utilities Com- 
pany, on May 4, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subseqnent thereto, 
has been bona fide engaged; and 

It appearing to the Commission that: 

(a) The Central Gas Utilities Company (hereinafter referred to as “appli- 
eant”) is engaged in the transportation of natural gas in interstate commerce 
by means of its natural gas pipe lines and appurtenant facilities located in Col- 
orado and Kansas and extending across the Colorado-Kansas state line ; 


- 
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(6) Notice of the application has been duly served upon all interested 
parties, in accordance with the Commission’s regulations, and published in 
Volume 7, Federal Register, page 4004 {‘and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas subject to the jurisdiction of this Commission, over the 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended) and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to The Central Gas Utilities Company, authorizing its continued oper- 
ation of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application for the 
transportation of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matter 
whatsoever that may come before the Commission with respect to applicant 
or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the 
determination of applicant’s service area under section 7 (f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Empire Gas and Fuel Company 


(Docket No. G-300) 
June 1, 1943 


Upon consideration of the application filed by Empire Gas and Fuel Company 
on May 7, 1942, as amended March 11, 1943, pursuant to sectiton 7 (c) of the 
Natural Gas Act, as amended, for a certificate of public convenience and neces- 
sity authorizing the continuation of operations by the cotupany, subject to the 
Commission’s jurisdiction, in which the company, on February 7, 1942, and sub- 
sequent thereto, has been bona fide engaged ; and 

It appearing to the Commission that: 

(a) Empire Gas and Fuel Company (hereinafter referred to as “applicant”) 
is engaged in transportation in interstate commerce of natural gas produced in 
Pennsylvania, and in the sale of natural gas in interstate commerce for resale 
for ultimate public consumption in New York, by means of its natural gas pipe 
lines and appurtenant facilities located in Pennsylvania and connecting at points 























































































































1014 FEDERAL POWER COMMISSION 





on the Pennsylvania-New York state line with pipe lines of an affiliated gas com- 
pany operating in New York; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4005, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application as amended and exhibits 
attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ge days 
after February 7, 1942 (the effective date of section 7 (c) amended) and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby is- 
sued to Empire Gas and Fuel Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application as amended for the trans- 
portation and sale of natural gas subject to the jurisdiction of this Commission; 

(B) This certificate shall not be transferable except upon express approval 
of this Commission; shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matter what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations, or orders heretofore or hereafter issued 
by the Commission ; 

(BE) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order modifying and supplementing order of June 13, 1939, authorizing amend- 
ment of license (major) 


The Montana Power Company 


(Project No. 5) 
June 1, 1943 


It appearing that: 

(@) By order dated June 13, 1989, the Commission denied The Montana 
Power Company’s application for license for a minor part of a complete 
project consisting of a transmission line designated as project No. 1407 extending 
from its Thompson Falls plant via its Flathead plant (project No. 5) to its 
substation at Anaconda, Montana ; 

(b) By the same order, the Commission ordered that upon submission of 
revised and additional exhibits conforming to the Commission’s rules and 
regulations for an application for amendment of license for a major project, 
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and upon approval of such revised and additional exhibits by the Commission, 
the license for The Montana Power Company’s project No. 5 be amended as of 
March 27, 1937, to provide for the-inclusion therein of the aforesaid trans- 
mission line; and the Commission ordered further that the amount of annual 
charges specified in the license for project No. 5 be increased by $90.90, 
effective March 27, 1937; 

(c) On January 22, 1941, the licensee filed its application for amendment 
of license for project No. 5, together with required exhibits, requesting that 
the Thompson Falls-Flathead-Anaconda transmission line be included therein; 

(d) Licensee states that the entire line was energized by March 25, 1937; 

The Commission, having considered the application for amendment and the 
project record, finds that: 

(1) The maps, plans, specifications, and statements filed as part of the 
application for amendment of license, or as later revised, and designated as 
Exhibit J (FPC Nos. 5-69 and 79) ; as Exhibit K, in five sheets (FPC Nos. 5-70 
to 74, inclusive) ; as Exhibit K, in four sheets (FPC Nos. 5-75 to 78, inclusive) ; 
as Exhibit K, in nine sheets (FPC Nos. 5-80 to 88, inclusive) ; as Exhibit M-1, 
supplemented by ten prints of drawings bearing licensee’s serial No. 17925-F, 
sheets 1 to 9, inclusive, and serial No. 17930-F; and as Exhibit M_-2, supple- 
mented by twelve prints of drawings bearing licensee’s serial No. 17924—F, 
sheets 1 to 9, inclusive, 12, 14 and 15; conform to the Commission’s Rules of 
Practice and Regulations ; 

(2) The amount of annual charges specified in the order of June 13, 1939, 
for the purposes of recompensing the United States for the use, occupancy, 
and enjoyment of its lands occupied by the transmission line and for compen- 
sating the Confederated Salish and Kootenai Tribes of the Flathead Indian 
Reservation for the use of tribal Indian lands occupied by the transmission line 
is too high and, therefore, unreasonable and should be adjusted; and such 
adjusted annual charges are reasonable as hereinafter fixed and specified ; 

(3) The license should be amended to include a provision with respect to 
the clearing of rights-of-way over lands of the United States and over tribal 
Indian lands; and 

It is ordered that: 

The aforesaid order of the Commission dated June 18, 1939, be and it is 
hereby modified and supplemented as follows: 

(A) Finding (5) of the order be stricken ; 

(B) Paragraph (C) of the order to read: 

“(C) Stbject to the provisions of the Act, the licensee shall pay to the 
United States the following annual charges in addition to the charges now 
fixed in the license: ‘ 

(i) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands occupied by the aforesaid transmission line during 
the period from March 25, 1987 through December 31, 1942, $177.64; and for 
each subsequent calendar year thereafter, $33.34; 

(ii) For the purpose of compensating the Confederated Salish and Kootenai 
Indian Tribes for the use of tribal Indian lands occupied by the aforesaid 
transmission line during the period from March 25, 19387 through December 
81, 1942, $198.97, and for each subsequent calendar year thereafter, $35.16 ;” 

(C) The effective date of the amendment authorized by the order of June 13, 
1989, shall be changed to March 25, 1937, the date licensee states the line was 
completed and energized ; 

(D) The licensee shall clear such portions of transmission line rights-of-way 
across lands of the United States and across tribal Indian lands as are designated 
by the officer of the United States in charge of the lands; shall keep the areas 
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so designated clear of all refuse and inflammable material to the satisfaction 
of such officer; shall trim all brush and trees in contact with or likely to contact 
the transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of waste 
material shall be set except with the prior written consent of the officer of the 
United States in charge of the lands as to time and place. 


Order approving disposition of amounts established in Account 107, 
electric plant adjustments 


West Virginia Light, Heat and Power Company 


(Docket No, IT-5823) 
June 9, 1943 


It appearing to the Commission that: 

(a) On July 11, 1940, West Virginia Light, Heat and Power Company, (here- 
inafter sometimes called “West Virginia”). filed its reclassification and original 
cost studies of electric plant pursuant to electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees and the order of May 11, 1937, pertaining thereto; 

(b) Thereafter on October 17, 1941, West Virginia filed revised reclassification 
and original cost studies with the Commission ; : ; 

(c) In its revised studies, West Virginia has classified $18,684.22 in Account 
100.5, electric plant acquisition adjustments, and $476,051.37 in Account 107, 
electric plant adjustments ; 

(d@) On April 21, 1943, West Virginia filed a petition requesting authority to 
dispose of the $476,051.37 classified in Account 107 by a charge to Account 414, 
miscellaneous debits to surplus; 

(e) The amount of $476,051.37 classified in Account 107 consists of the 
following: : 

Description Amount 
Write-up resulting from an appraisal recorded in books of account 

in 1919 at date of organization 
Amounts erroneously capitalized by company subsequent to date of 

organization : 

$130, 869. 15 
Excess engineering fees and interest during con- 
struction capitalized on company construction... 17, 517. 44 
Excess general administration capitalized on com- 
pany construction 
Items improperly classified as organization expense_.__. 13,846.00 247, 438.54 


552, 795. 54 
76, 744. 17 


476, 051. 37 


(f) West Virginia has disposed of the $18,684.22 classified in Account 100.5 
by a charge to Account 537, miscellaneous amortization, in accordance with the 
permissive provisions of the Commission’s Order No. 42—A, for which disposition, 
under the provisions of that order, prior approval of this Commission is not 
required ; 
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(g) No field examination has been made by the staff of this Commission of 
West Virginia’s studies ; 

(h) The Public Service Commission of West Virginia has authorized the dis- 
position, as herein described, of the amounts classified by West Virginia in Ac- 
counts 100.5 and 107; 

The Commission finds that: 

The proposed disposition of the amount of $476,051.37 by a charge to Account 
414, miscellaneous debits to surplus, and a corresponding credit to Account 107, 
is in accordance with sound principles of accounting and the Commission’s Uni- 
form System of Accounts; 

The Commission orders that: 

(A) West Virginia dispose of the amount of $476,051.37 by a charge to Account 
414, miscellaneous debits to surplus, and a corresponding credit to Account 107; 

(B) Inasmuch as no field examination has been made by the staff of this 
Commission of West Virginia’s studies, the Commission reserves the right to 
make whatever examination thereof it may deem appropriate and to require 
West Virginia to make such further accounting adjustments as it may find 
necessary ; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1985, and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order modifying order reducing rates and denying petition for rchearing 


Interstate Natural Gas Company, Inc.; Louisiana Public Service Commission, 
Complainant v. Interstate Natural Gas Company, Inc., Defendant. 


(Docket Nos, G—132, G—149) 
June 9, 1943 


Upon consideration of the petition filed with the Commission on May 18, 1943, 
by Interstate Natural Gas Company, Inc., praying for a rehearing on the Com- 
mission’s order reducing rates entered on April 27, 1943, and the Commission’s 
opinion in this matter, supra, p. 416; and 

Upon a re-examination of said order, in so far as it provides for a reduction 
of $8,762 in rates to 17 distribution companies in Mississippi and Louisiana out- 
side of New Orleans; 

The Commission finds that: 

(1) The reduction in rates to the aforesaid distribution companies, resulting 
from rate schedules filed by Interstate and made effective on August 1, 1942, 
represents compliance with the Commission’s order, in so far as rates applying 
to distribution companies in Mississippi and Louisiana outside of New Orleans 
are concerned ; 

(2) No new facts have been presented or alleged, and no arguments or prin- 
ciples of law have been stated in Interstate’s petition for rehearing which 
justify a reversal or modification of the Commission’s order of April 27, 1943, 
other than to the extent of the modification provided for in this order; 

Therefore, the Commission orders that: 

(A) The Commission’s opinion and order of April 27, 1943, supra, be and they 
are hereby modified by excluding therefrom the item of $8,762 appearing at 
page 431 in the said opinion, applying to distribution companies in Mississippi 
and Louisiana, outside of New Orleans; 





1018 FEDERAL POWER COMMISSION 


(B) The total ordered annual reduction of $1,100,345 as set forth at page 431, 
supra, in the aforesaid opinion, and in paragraph “(A)”, at p. 434, supra, of the 
order of April 27, 1943, be and it is hereby reduced to $1,091,583; 

(C) The Commission’s order of Apri] 27, 1943, the effective date of which was 
heretofore extended to June 15, 1948, shall in all other respects remain and con- 
tinue in full force and effect; 


(D) The petition of Interstate Natural Gas Company, Inc., for rehearing be 
and the same is hereby denied. 


Order to show cause 
Arkansas Power & Light Company 


(Docket No. IT-5829) 
June 15, 1948 


It appearing to the Commission that: 

(a) Under the provisions of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts pres¢ribed for public utilities and 
licensees, effective January 1, 1937, and the Commission’s order of May 11, 1937, 
electric utilities subject to the jurisdiction of the Commission are required to 
complete and file with the Commission reclassification and original cost studies 
of electric plant not later than 2 years after the effective date of the system of 
accounts, i. e., January 1, 1989; , 

(0) Arkansas Power & Light Company (hereinafter sometimes called “Arkan- 
sas”) owns and operates facilities for the transmission and sale at wholesale 
of electric energy in interstate commerce and by reason of such ownership and 
operation is a “public utility” under the Federal Power Act, subject to the afore- 
said requirement of the Commission’s system of accounts ; 

(c) Arkansas is owned and controlled by Electric Power & Light Corporation 
through, among other things, the ownership of approximately 90 percent of 
Arkansas’ voting stock, which includes all of the common stock, and Blectric 
Power & Light Corporation, in turn, is owned and controlled by Electric Bond 
& Share Company; 

(d) Based upon the representations of Arkansas in its several applications 
for extensions of time within which to complete and file the required reclassi- 
fication and original cost studies, the Commission extended Arkansas’ time for 
compliance under instruction 2-D and the order of May 11, 1937; 

(e) On June 8, 1940, Arkansas filed its purported studies, stating: 

“Although the statements have been prepared as carefully as circumstances 
would permit and are believed to be accurate, further study may disclose the 
necessity of amending such statements either in whole or in part and the Com- 
pany reserves the right to amend such statements if necessary in order more 
completely or more accurately to state the information set forth or which should 
be set forth therein” ; 

(f) Subsequently, after correspondence had been carried on by the staff of the 
Commission with the company in an effort to obtain necessary information re- 
specting the data reflected in the company’s purported original cost studies, the 
steff of this Commission, in collaboration with the staff of the Department of 
Publie Utilities of Arkansas, began an examination, at the offices of the com- 
pany, in Pine Bluff, Arkansas, of its studies filed on June 3, 1940; 

(g) As a result of this examination, our staff has submitted a report to the 
Commission entitled, “Arkansas Power & Light Company, Pine Bluff, Arkansas, 
Report on the Reclassification and Original Cost Studies of Electric Plant as at 
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January 1, 1937,” which report is to be served herewith upon the company and 
is made a part hereof by reference; 

(h) Arkansas, according to the staff report, has not complied in many re- 
spects with the requirements of the Commission’s Uniform System of Accounts 
and itg order of May 11, 1937, respecting the preparation, completion and sub- 
mission of reclassification and original cost studies in that it has, among other 
things: 

(i) Resorted to estimates of original cost without satisfactory explanation of 
the alleged unavailability of books and records of predecessor companies which 
were at one time in Arkansas’ possession ; 

(ii) Used estimates of original cost for property units in instances. where 
actual costs thereof were obtainable from available records and in other cases 
where records of actual cost were alleged to be not available, such estimates 
being arbitrary, without support, inflated, inconsistent with established per- 
formance, and unnecessary to the extent recorded costs were available; 

(iii) Subjected recorded overhead costs to reaccounting contrary to the ex- 
press prohibition of electrie plant accounts instruction 2-B of the Commission’s 
Uniform System of Accounts; 

(iv) Failed to comply with electric plant accounts instruction 9-E relating 
to records for land and land rights, particularly with respect to amounts included 
as special assessments ; 

(v) Established amount in Account 302, franchises and consents, based largely 
on an estimate which is unsupported and has no relation to actual or recorded 
costs ; 

(vi) Established an amount in Account 303, miscellaneous intangible plant, 
which is wholly without support, being no more than a balancing figure; 

(vii) Failed to reconcile its reclassification and original cost studies with 
recorded costs ; : ; 


(viii) Failed to make adequate studies in respect to unrecorded and recorded 
retirements ; 

(ix) Failed to determine the electric plant acquisition adjustment applicable 
to operating units or systems for each property acquisition made at arm’s length 
despite the requirement in the system of accounts and the order of May 11, 1937; 

(x) Failed to eliminate intercompany profit on engineering and supervision 
fees from its utility plant accounts; 

(xi) Failed to classify write-ups and other amounts not properly includible in 
plant account, in Account 107, electric plant adjustments, as required by the 
Uniform System of Accounts, including the following amounts identified in the 
staff report: 

(a) $7,128,003.44, representing a write-up reflected in Arkansas’ plant ac- 
count at organization, all as more fully described at page 20 of the staff report ; 

(b) $8,577,223.99, representing write-ups reflected in the plant accounts of pred- 
ecessors of Arkansas, all as more fully described at pages 20 to 29, inclusive, 
of the staff report; 

(c) $36,960.00, representing a write-up created through the erroneous capitali- 
zation of deferred franchise cost, all as more fully described at page 30 of the 
staff report; 

(d) $254,442.06, representing a write-up created through the erroneous capitali- 
zation of capital stock expense, all as more fully described at page 30 of the stuff 
report ; 

(e) $613,567.36, representing the correction of recorded retirements, all as 
more fully described at page 31 of the staff report ; 
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(i) The staff has established $1,108,440.24 in Account 100.5, electric plant acqui- 
sition adjustments, and $16,610,196.85 in Account 107, electric plant adjustments, 
all as more fully set forth in the staff report at pages 18 to 31, inclusive; 

(j) The amounts established by the staff in Accounts 100.5 and 107, as referred 
to above, are indicated by the staff report to be the minimum amounts includible 
in such accounts, it appearing that additional amounts may be established therein 
in connection with the further studies which the staff recommends should be 
undertaken by Arkansas; 

(k) The staff in its report proposes that Arkansas be required to make further 
studies in accordance with the requirements of the Uniform System of Accounts 
and the Commission’s order of May 11, 1937, with respect to $45,551,920.00 re- 
stored to Account 100.6, electric plant in process of reclassification, and $2,293,- 
567.58 (net) in various plant in process of reclassification accounts within Account 
108, other utility plant; 

(l) The staff in its report also proposes that Arkansas dispose of the following 
amounts in Account 107: $1,497,546, representing debt discount and expense 
incurred in connection with the issuance as of October 1, 1926, of $18,000,000 
principal amount of First and Refunding Mortgage Bonds, 5 percent, due 1956, by 
charging to Account 271, earned surplus, that portion applicable to the expired 
life of the bonds, and by charging the balance to Account 140, unamortized debt 
discount and expense, for the purpose of amortizing that balance in equal monthly 
charges over the remaining life of the bonds ; $36,960, representing deferred fran- 
chise costs erroneously capitalized, by a charge to Account 146, other deferred 
debits; $254,442.06, representing capital stock expense erroneously capitalized 
by charging Account 151, capital stock expense ; $613,567.36, representing a partial 
accounting for unrecorded retirements, by charging Account 250, reserve for 
depreciation ; and submit plans for the disposition of the balance of $14,207,681.43 
in Account 107 and for $1,108,440.24 established by the staff in Account 100.5; 

The Commission orders that: 

(A) The Secretary serve upon Arkansas copy of the report referred to in 
paragraph (g) hereof concurrently with the service upon Arkansas of this order ; 

(B) Arkansas Power & Light Company show cause, under oath, if any there 
be, within ninety (90) days from the date of service of this order, why the Com- 
mission should not by order, find, determine and direct that: 

(i) Adjusting entries be made by Arkansas establishing $16,610,196.85 in 
Account 107, electric plant adjustments; $1,108,440.24 in Account 100.5 electric 
plant acquisition adjustments; $45,551,920. in Account 100.6, electric plant in 
process of reclassification ; $2,293,567.58 in various plant in process of reclassi- 
fication accounts within Account 108, other utility plant ; and such other adjusting 
entries as are required in the staff report; all as more fully set forth therein; 

(ii) Arkansas dispose of $1,497,546, $36,960, $254,442.06, and $613,567.36, as 
described in paragraph (1) hereof and more fully at page 33 of the staff report; 

(iii) Arkansas submit plans for the disposition of the balance of $14,207,681.43 
established in Account 107 and of $1,108,440.24 established in Account 100.5; 

(iv) Arkansas prepare and submit to this Commission revised reclassification 
and original cost studies respecting the $45,551,920 established in Account 100.6 
and $2,293,567.58 established in various plant in process of reclassification ac- 
counts within Account 108 in conformity with the requirements of the Commis- 
sion’s Uniform System of Accounts and its order of May 11, 1937; 

(C) Arkansas’ response to this order shall be in the form of an offer of proof 
and shall set forth with particularity the facts upon which it relies. Denials 
of the allegations of this order and of the statements in the staff report which 
are general and unsupported by specific facts upon which Arkansas relies will not 
be considered as complying with this order and may result in the entry of a 
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final order on the ground that the response has raised no issues requiring a 
hearing ; i 

(D) Arkansas shall also submit with its response hereto all revisions made or 
contemplated which affect or will affect its reclassification and original cost studies 
is filed with this Commission on June 3, 1940, provided that nothing herein shall 
be deemed to extend the time heretofore fixed for the filing of such studies; 

(EB) This order shall be without prejudice to the Commission’s investigation 
in the Matter of Arkansas Power & Light Company, et al., docket No, IT-5794. 


Order issuing certificate of public convenience and necessity 


Colorado Interstate Gas Company 


(Docket No. G—469) 
June 22, 1943 


It appearing to the Commission that: 

(a) Colorado Interstate Gas Company filed an application on April 29, 1943, 
seeking a certificate of public convenience and necessity under section 7 of the 
Natural Gas Act, as amended, for authority to construct the facilities herein- 
after described ; 

(b) After reasonable notice to all interested parties and publication of such 
notice in Volume 8, Federal Register, page 7028, a public hearing was held on 
the application on June 8, 1943, and no protest to the application has been 
received ; 

The Commission finds that: 

(1) Applicant is a Delaware corporation with its principal place of business 
at Colorado Springs, Colorado, and is principally engaged in the purchase of 
natural gas produced in Texas, and in the transportation in interstate commerce 
of such gas from a point in New Mexico near Clayton, through the State of New 
Mexico, into the State of Colorado, where such gas is sold in interstate commerce 
for resale for ultimate public consumption in the States of Colorado and 
Wyoming ; 

(2) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(3) Applicant has entered into a contract with Holly Sugar Corporation for 
the sale of natural gas to meet all the fuel requirements of the latter’s sugar 
refinery at Swink, Colorado; 

(4) In order to supply gas to Holly Sugar Corporation’s refinery as provided 
by the contract, applicant requests authority to construct and operate the fol- 
lowing facilities: 

(i) A 560-horsepower compressor station to be known as the Apishapa com- 
pressor station to be located in Pueblo County, Colorado, adjacent to the point 
at which applicant’s 8-inch La Junta lateral line connects with its 22-inch main 
transmission line; and 

(ii) A 65¢-inch pipe line extending in a noftherly direction from the point of 
connection in Otero County, Colorado, with applicant’s La Junta lateral line for 
a distance of approximately 11,694 feet to a point at or near Holly Sugar Cor- 
poration’s plant at Swink, Otero County, Colorado; 

(5) Natural gas for sale to Holly Sugar Corporation will be transported by 
applicant, as described in paragraph (1) above, in a continuous and uninter- 
rupted.stream through the Apishapa compressor station, through the La Junta 
lateral line, and into and through the proposed new line to the point of delivery 
to Holly Sugar Corporation ; 
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(6) The proposed facilities, described in paragraph (4) above, are facilities 
for the transportation of natural gas in interstate commerce and are subject 
to the jurisdiction of the Commission ; 

(7) Applicant is financially able to construct the proposed facilities, and 
such facilities and applicant’s gas supply are adequate to render the service 
proposed ; 

(8) The proposed facilities described above are required solely for service 
to Holly Sugar Corporation’s sugar refinery at Swink, Colorado; 

(9) The War Production Board has issued to applicant preference ratings 
for the required materials and has authorized Holly Sugar Corporation to 
receive, and applicant to deliver, not more than 7,000,000 cubic feet of gas each 
day during the period October 1 to December 31 of each year upon the condition 
that standby facilities are provided by Holly Sugar Corporation ; 

(10) The construction and operation of the proposed facilities will be required 
by the present and future public convenience and necessity ; 

(11) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules, and regulations of the Commission thereunder; 

The Commission orders that: 

A certificate of public convenience and necessity be and it hereby is issued 
authorizing Colorado Interstate Gas Company to construct and operate the 
facilities described in paragraph (4) above, and as more fully shown in the 
application in this proceeding, as amended at the hearing, upon the following 
express terms and conditions: 

(i) The construction of the facilities hereby authorized shall be commenced 
on or before July 15, 1943, and completed on or before October 1, 1943; 

(ii) Applicant shall report in writing to the Commission under oath on or 
before October 15, 1943, the completion date of the facilities herein authorized 
and the date of the commencement of service to Holly Sugar Corporation; 

(iii) The issuance of this certificate is without prejudice to the authority 
of the Commission with respect to rates, valuation, costs, services, accounts or 
any other matters whatsoever that may come before the Commission with 
respect to applicant or its facilities, or any proceeding relating thereto, and 
nothing contained herein shall be construed as an acquiescence by the Commis- 
sion in any estimate or determination of cost, or any valuation of property 
claimed or asserted by the applicant, nor shall it be considered as a determina- 
tion of service area under section 7 (f) of the Natural Gas Act, as amended; 

(iy) Nothing contained herein shall be construed as relieving applicant from 
compliance with any order, rule, regulation or other requirement of the War 
Production Board ; 

(v) In the event of failure to comply with any of the terms and conditions 
contained herein, this certificate shall cease to have any force or effect. 


Order consolidating proceedings and fixing date of hearing 
Northern Natural Gas Company 
(Docket Nos. G-465, G-476) 
June 22, 1943 


Upon consideration of Division F of the application filed by Northern Natural 
Gas Company on May 4, 1942 (formerly docketed under No. G—28i)), insofar 
as it seeks permanent authorization under section 7 of the Natural Gas Act, 
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as amended, for the installation, construction, and operation of the facilities 
described in paragraph (a), below (now docketed under No. G—476); and 

Upon consideration of the applicafion filed by Northern Natural Gas Company 
on April 15, 1943, for authority under section 7 of the Natural Gas Act, as 
amended, to install, construct, and operate the facilities described in paragraph 
(b), below (docket No. G-465) ; and 

It appearing to the Commission that: 

(a) By its order of September 3, 1942, as modified by order of December 29, 
1942, the Commission, pending its determination of Division F of the application 
of May 4, 1942, for a permanent certificate, temporarily authorized the installa- 
tion, construction, and operation of the following facilities: 

(i) A 1,000-horsepower compressor unit, with the required accessories, at 
applicant's Sublette, Kansas compressor station ; 

¢ii) A 1,300-horsepower compressor unit, with the required accessories, at 
applicant’s Bushton, Kansas, compressor station ; 

(iii) An 800-horsepower compressor unit, with the required accessories, at 
applicant’s Hooper, Nebraska, compressor station ; 

(iv) A loop line of 20- and 24-inch steel pipe about 6.2 miles long extending 
in a southwesterly direction from the inlet side of the Sublette, Kansas, com- 
pressor station adjacent to and approximately parallel with applicant’s 20-inch 
main transmission line; 

(b) By its application of April 15, 1943, the applicant seeks authority to 
install, construct, and operate: 

(i) One additional 1,000-horsepower compressor unit at its Skellytown com- 
pressor station located in Carson County, Texas; and 

(ii) A 24-inch loop line, approximately 25.1 miles long, extending from its 
Bushton compressor station in Rice County, Kansas, in a southwesterly direction, 
across the Arkansas River, to a point in the Southeast Quarter of Section 32, 
Township 20 South, Range 12 West, Barton County, Kansas ; 

(c) The applications involve additions to applicant’s facilities said to be 
required in order to enable the applicant to maintain its present capacity, and 
the proceedings thereon may be consolidated for hearing ; 

The Commission orders that: 

(A) The proceedings on the applications of Northern Natural Gas Company 
in docket Nos. G-476 and G—465 be and they hereby are consolidated for the 
purposes of a public hearing; 

(B) A public hearing be held commencing on July 15, 1943, at 9:45 a. m. 
(E. W. T.), in the Hearing Room of the Federal Power Commission, Hurley- 
Wright Building, 1800 Pennsylvania Avenue NW., Washington, D. C., respecting 
the matters involved and the issues presented in this proceeding ; 

(C) Interested State commissions may participate in this hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations under 
the Natural Gas Act. 


Order instituting investigation 
Southern Natural Gas Company 


(Docket No. G—479) 
June 22, 1943 
It appearing to the Commission that: 
(a) Southern Natural Gas Company is engaged in the transportation of natu- 
ral gas in interstate commerce and in the sale of natural gas in interstate com- 
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merce for resale for ultimate public consumption by means of its main natural- 
gas pipe-line system extending from a point in the Logansport Field near Joaquin, 
Texas, in a generally northeasterly direction to and across the Texas-Louisiana 
state line to the Perryville Station in the Monroe, Louisiana,. gas field; thence 
easterly across Louisiana to and across the Louisiana-Mississippi state line; gen- 
erally easterly across Mississippi to and across the Mississippi-Alabama state 
line, into Alabama to Reform Station and thence across the Sipsey River where 
the line branches, one branch continuing eastward across Alabama to and across 
the Alabama-Georgia state line; in Alabama to a point a few miles southwest of 
Atlanta where it turns southeast to Macon with branches ending at Dry Branch, 
Gordon and Milledgeville, Georgia, and with the other branch running south- 
east and east from the junction point to the Alabama-Georgia state line near 
Columbus, Georgia, and with principal laterals extending from the main lines 
to Vicksburg, Durant, Meridian and West Point, Mississippi; Gordova, Bessemer, 
Birmingham, Talladega, Gadsden, Selina, Montgomery and Opelika, Alabama; 
and Calhoun, Newnan, Atlanta, and Thomaston, Georgia ; 

(b) Southern Natural Gas Company, heretofore, has been determined to be a 
natural-gas company within the meaning of the Natural Gas Act, In the Matter 
of Southern Natural Gas Company, docket No. G-296, order of October 6, 1942; 

(c) It is necessary and proper, in the public interest, and to aid in the en- 
forcement of the provisions of the Natural Gas Act that an investigation be 
instituted by the Federal Power Commission, on its own motion, into and con- 
cerning all rates, charges, or classifications demanded, observed, charged, or col- 
lected by Southern Natural Gas Company for or in connection with any transpor- 
tation or sale of natural gas subject to the jurisdiction of the Commission, and 


any rules, regulations, practices, or contracts affecting such rates, charges, or 
classifications ; 


The Commission, on its own motion, orders that: 

An investigation of the Southern Natural Gas Company be and it is hereby 
instituted for the purpose of enabling the Commission : 

(i) To determine whether, in connection with any transportation or sale of 
natural gas subject to the jurisdiction of this Commission, any rates, charges, 
or classifications demanded, observed, charged, or collected, or any rules, regu- 
lations, practices, or contracts affecting such rates, charges, or classifications, are 
unjust, unreasonable, unduly discriminatory, or preferential ; and 

(ii) If the Commission, after hearing has been had, shall find that any of 
their rates, charges, classifications, rules, regulations, practices, or contracts, sub- 
ject to the jurisdiction of this Commission, are unjust, unreasonable, unduly dis- 
criminatory, or preferential, to determine and fix by appropriate order or orders, 


just and reasonable rates, charges, classifications, rules, regulations, practices, 
or contracts to be thereafter observed and in force. 


Order to show cause 
Bowersock Mills & Power Company 


(Docket No. IT-5830) 
June 22, 1943 


It appearing that: 


(a) Bowersock Mills & Power Company, a corporation having its principal 
office at Lawrence, Kansas, owns, operates and maintains a hydroelectric power 
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project in the Kansas River at Lawrence, Douglas County, Kansas, having ac- 
quired said project from a partnership.of the same name; 

(b) The project includes in its facilities a dam, reservoir, powerhouse, and 
other works incidental thereto across, along, and in the stream ; 

(c) The Kansas River, a tributary of the Missouri River, has been used and is 
suitable for use for the transportation of persons and property in interstate 
commerce ; 

(d) A declaration of intention filed with the Commission on August 11, 1923, by 
a partnership doing business under the name of Bowersock Mills & Power Com- 
pany (docket No. DI-53) was referred to the Chief of Engineers of the War De- 
partment for investigation, and he reported to the Commission on October 19, 1923, 
that the Kausas River is a navigable river of the United States at the site of the 
aforesaid dam at Lawrence, Kansas; 

(e) On December 3, 1923, the Commission, acting under the authority of sec- 
tion 23 of the Federal Water Power Act with respect to said declaration of in- 
tention, made a finding that the interests of interstate or foreign commerce would 
be affected by the proposed construction across the Kansas River at the site of the 
dam of the aforesaid project ; 

(f) Bowersock Mills & Power Company (the partnership) was advised of the 
necessity for a license from this Commission by letter dater January 3, 1924, 
and by letter dated February 19, 1941, the corporation was advised to the same 
effect, but up to the present time no application for a license for said project 
has been received by the Commission ; 

(g) The aforesaid project was constructed and is operated and maintained for 
the purpose of developing hydroelectric power, without any permit or valid ex- 
isting right-of-way granted prior to June 10, 1920, or any license granted pur- 
suant to the Federal Water Power Act or the Federal Power Act, and the opera- 
tion and maintenance of the project has been and is in violation of the Federal 
Water Power Act and the Federal Power Act; 

The Commission, upon consideration of the premises, finds ; 
In order to effectuate the provisions of the Act that action should be taken 


as hereinafter required to determine the issues presented herein, and to protect 
the public interest ; 


It is ordered that: 

On or before August 2, 1943, Bowersock Mills & Power Company, a corporation, 
shall show cause, if any there be, under oath, why: 

(i) It should not forthwith apply for and secure from the Commission appro- 
priate authorization for the operation and maintenance of its aforesaid hydro- 
electric project in and along the Kansas River at Lawrence, Kansas, in accord- 
ance with the pertinent provisions of the Federal Power Act and the Rules and 
Regulations of the Commission thereunder; and 

(ii) The Commission should not make such order or orders as it may find appro- 
priate, expedient and in the public interest to develop, conserve and utilize the 
navigation and water power resources of the region in which the Kansas River 
is located, and to conserve and protect the interests of the United States. 
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Order allowing rate schedule to take effect retroactively and terminating 
proceedings 


The Ohio Fuel Gas Company v. Panhandle Eastern Pipe Line Company 


(Docket Nos. G-432, G-470) 
June 29, 1943 


It appearing to the Commission that: 

(a) On November 13, 1942, Panhandle Eastern Pipe Line Company (herein- 
after referred to as “Panhandle Eastern”), filed with the Commission a schedule 
of rates and charges, designated as Panhandle Eastern Pipe Line Company 
rate schedule FPC No. 59, providing for the sale of natural gas at the rate of 
2.5¢ per therm to The Ohio Fuel Gas Company (hereinafter referred to as 
“Ohio Fuel”), for resale, through an established interconnection between the 
pipe lines of said companies near the Indiana-Ohio State line between Muncie, 
Indiana, and Dayton, Ohio, pursuant to Directive No. 1, dated July 25, 1942, 
issued by the War Production Board under its Limitation Order L-31; 

(0) On November 23, 1942, Ohio Fuel filed with the Commission, in docket 
No. G-432, a protest (treated by the Commission as a complaint), and motion 
for an order striking the said rate schedule FPC No. 59, alleging, s»mong other 
things, that the rates and charges therein are unjust, unreasonable, unduly 
discriminatory, unduly preferential, and unlawful; 

(c) On February 1, 1943, Panhandle Eastern filed an answer to said protest 
and motion, generally denying the allegations contained therein and praying 
that its rate schedule FPC No. 59 be approved and made effective from and after 
August 1, 1942; 

(d) On April 29, 1948, Panhandle Eastern filed with the Commission a schedule 
of rates and charges designated as Panhandle Eastern Pipe Line Company rate 
schedule FPC No. 94, providing for the sale of natural gas at the rate of 2.5¢ 
per therm to Ohio Fuel for resale through an interconnection between pipe lines 
of the said companies at a point west of the Village of Maumee, Ohio, pursuant 
to Directive No. 10, dated March 30, 1943, issued by the War Production Board 
under its Limitation Order L-31; 

(e) On May 14, 1943, Ohio Fuel filed with the Commission, in docket No. G-470, 
a protest (treated by the Commission as a complaint), alleging in substance 
that the proposed rates are discriminatory and unlawful; 

(f) On June 14, 1948, Panhandle Eastern filed an answer to said protest and 
motion in docket No. G-470, generally denying the allegations contained therein 
and praying that its rate schedule FPC No. 94 be approved; 

(g) On May 22, 1948, the Commission consolidated the proceedings in said 
docket Nos. G-432 and G-470 for the purpose of hearing, and ordered that a 
public hearing be held June 16, 1943, at which hearing counsel for Panhandle 
Eastern and Ohio Fuel stated that representatives of said companies had 
reached an agreement inter sese with respect to the said sale of natural gas at 
the interconnections, whereupon the Commission’s trial examiner recessed said 
hearing to June 26, 1943, to enable said companies to secure the ratification of 
said agreement by their respective boards of directors and to file new rate 
schedules ; 

(h) On June 25, 1943, there was submitted for filing with the Commission 
an agreement dated June 16, 1943, between Panhandle Eastern and Ohio Fuel, 
designated as Panhandle Eastern Pipe Line Company rate schedule FPC No. 
95, providing for the sale to Ohio Fuel of natural gas at the two pipe line inter- 
connections hereinabove referred to, at the rate of 1.6¢ per therm for all gas 
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delivered prior to May 1, 1943, and 1.9¢ per therm for gas delivered on and after 
May 1, 1943; accompanying said rate schedule were certified copies of resolu- 
tions of the boards of directors of Panhandle Eastern and Ohio Fuel authorizing 
the execution of said agreement; 

(i) On June 25, 1943, Panhandle Eastern filed with the Commission a formal 
request that the proceedings herein be terminated; and on June 26, 1943, Ohio 
Fuel filed with the Commission a formal request to dismiss its protests (com- 
plaints) and motion heretofore filed in these proceedings; 

The Commission orders that: 

(A) The Panhandle Bastern Pipe Line Company rate schedule FPC No. 95 
be and it hereby is allowed to take effect as of August 1, 1942, superseding 
Panhandle Eastern Pipe Line Company rate schedules FPC Nos. 59 and 94; 

(B) Said Panhandle Eastern Pipe Line Company rate schedule FPC No. 95 
shall be deemed to have been filed and published in compliance with the Natural 
Gas Act; 

(C) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended, nor shall it be 
construed as constituting approval by this Commission of any service, rate, 
provision, or condition contained in the contract referred to herein; nor shall’ 
this order be construed as in any manner changing or affecting the Commission’s 
opinion and order reducing rates entered September 23, 1942, in docket Nos. 
G-200 and G-207, In the Matter of Panhandle Eastern Pipe Line, et al., supra, 

p. 273, or in any manner relieving Panhandle Bastern from filing new rate sched- 
ied reflecting the reduction in rates in conformity therewith ; 

(D) This order is without prejudice to any findings or orders heretofore 
made, or which may hereafter be made by the Commission in any proceedings 
now pending or hereafter instituted by or against Panhandle Bastern or Ohio 
Fuel; 

(E) The proceedings in docket Nos. G-432 and G-470 be and they hereby are 
terminated. 


Order to show cause 


Panhandle Eastern Pipe Line Company and its wholly owned subsidiaries, 
Illinois Natural Gas Company and Michigan Gas Transmission Corporation 


(Docket No. G-452) 


June 29, 1943 


It appearing to the Commission that: 

(a) On February 25, 1943, the above-named companies filed an application 
requesting a certificate of public convenience and necessity pursuant to section 
7 of the Natural Gas Act, as amended, to authorize looping of certain parts of 
Panhandle Eastern Pipe Line Company’s main line transmission system and 
for the further extension of certain lines in Michigan and Illinois; 

(b) Evidence concerning such application was heard at public hearings held 
during the period April 20-May 12, 1943, in this matter, at which the Public 
Service Commission of the State of Michigan, United Mine Workers of America, 
National Coal Association, Railway Labor Executives’ Association, and Brother- 
hood of Railroad Trainmen were present and participated of record; 

(c) During the progress of hearings in this proceeding, the applicant (Pan- 
handle Hastern Pipe Line Company) offered factual details and presented exhibits 
without protest or objection on the part of any party participant or intervenor 
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herein, showing that the Illinois Natural Gas Company and the Michigan Gas 
Transmission Corporation had been dissolved, and said former subsidiaries of 
the Panhandle Eastern Pipe Line Company had been merged with or completely 
acquired by Panhandle Eastern Pipe Line Company with the approval of the 
Securities and Exchange Commission by order entered by that agency March 
30, 19438; 

(d) In order to conform the pleadings to the proof of record, the Panhandle 
Eastern Pipe Line Company on June 5, 1943, filed a motion asking leave to 
supplement its original application herein, together with a supplemental appli- 
eation in this matter for a certificate of public convenience and necessity to 
acquire all of the facilities which were owned prior to March 31, 1943, by Pan- 
handle Eastern’s former wholly owned subsidiaries, Illinois Natural Gas 
Company and Michigan Gas Transmission Corporation ; 

(e) Copies of said motion and supplemental application were served upon the 
intervenors herein on June 9, 1943; 

(f) Public notice of the filing of said motion and supplemental application 
was published June 12, 1943, in the Federal Register, Vol. 8, page 8013, giving 
any person desiring to be heard or to make any protest in reference thereto an 
opportunity to file a petition or protest on or before June 26, 1943, in accordance 
with the Commission’s Rules of Practice and Regulations, and no petition or 
protest has been received ; 

The Commission orders that: 

Public Service Commission of the State of Michigan, United Mine Workers 
of America, National Coal Association, Railway Labor Executives’ Association, 
and Brotherhood of Railroad Trainmen, intervenors in this matter, show cause 
in writing under oath, if any there be, on or before July 10, 1943, why said motion 
for leave to supplement the application herein should not be granted, and the 
proceeding reopened for the purpose of receiving the supplemental application 
as a part of the record, and the proceedings forthwith closed. 


Order to show cause 
The Washington Water Power Company 
(Docket No. IT-5831) 
June 29, 1943 


It appearing to the Commission that: 

(a) The Washington Water Power Company, a corporation organized and 
existing under the laws of the State of Washington, owns and operates a 
hydroelectric development on or across the Spokane River, the outlet to Coeur 
d’Alene Lake, in the State of Idaho, said development being hereinafter referred 
to as the Post Falls project; 

(b) The operation and maintenance of the Post Falls project affects the 
water level of the aforesaid Coeur d’Alene Lake and tributaries and results 
in the flooding, use, and occupancy of certain lands and interests or rights in 
lands owned or possessed by the United States, among which are the following: 












li- 


ers 
on, 
use 
ion 
the 
tion 


APPENDIX—ORDERS 


Boise Meridian, Idaho 









, 1 E. . 6, lots_9 and 10. 

T £2 Rk. i E . 32, lots 4, 8 and 9. 

T. 48 N., R. 1 W., sec. 1, lots 6, 7, NEY4SE\%; 
sec. 2, lot 6; 
sec. 8, NW44NEX%, SYNWY. 








. 2, lot 13. 
- sec. 3, lot 2; 
sec. 10, lots, 1, 2 and 3; 
sec. 11, lots 2, 3 and 4; 
sec. 14, lot 1; 
sec. 34, lot 3. 
. 21, lot 7, NW%4SW4; 
sec. 27, SW14SE\4; 
28, lot 7; 
sec. 30, lot 4. 
W., sec. 11, lot 2. 
W., sec. 25, S1%4SEY; 
sec. 35, lot 3. 


aH 
eh 
oc 
ZZ 
bo 
nw bv 
43 
n 
8 


T. 48 N., R. 3 


# 
8 








T. 49 N., R. 
T. 48 N., R. : 


he CO 



























(c) Such flooding, use, and occupancy of, or effect upon, lands or interests in 
lands owned or possessed by the United States, is not in accordance with nor 
pursuant to the terms of any permit or valid existing right-of-way granted 
prior to June 10, 1920, within the meaning of those terms as used in section 
23 (b) of the Federal Power Act, nor of a license issued under authority of 
said Act; 

The Commission orders that: 

(A) The Washington Water Power Company shall show cause under oath 
and in writing, within forty-five (45) days from the date of this order, why 
it should not apply for and secure from the Commission appropriate authoriza- 
tion for the operation and maintenance of its said Post Falls project in ac- 
cordance with the pertinent provisions of the Federal Power Act and the Rules 
of Practice and Regulations of the Commission promulgated thereunder ; 

(B) The Washington Water Power Company shall file, as part of such 
answer, a tabulation or statement showing by tracts or legal subdivisions all 
lands located in or adjoining Coeur d’Alene Lake and tributaries in which the 
company claims an interest, or over which it claims a right of flowage, which 
are utilized or required in the operation of said Post Falls projéct, showing 
the type of interest claimed as to each tract or parcel of land and an explana- 
tion of such claim and the State or Federal authority under which claimed. 


Order to show cause 
Duke Power Company 


(Docket No. IT-5832) 
June 29, 1943 





It appearing that: 
(a) Duke Power Company, a New Jersey corporation having its principal 
office at Charlotte, North Carolina, owns, operates, and maintains a hydro- 
electric power project in the Seneca River at Portman Shoals, Anderson County, 
South Carolina, having acquired said plant in 1935 from Southern Public Utilities 
Company, a subsidiary, which had purchased it in 1913; 
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(6) The project includes in its facilities for the generation of electric energy 
a dam, reservoir, powerhouse and other works incidental thereto, across, along 
and in the Seneca River ; 

(c) The Seneca River unites with the Tugaloo River to form the Savannah 
River some 297 miles from the City of Savannah, Georgia; 

(d) The Seneca River has been used and is suitable for use in its natural and 
improved condition for the transportation of persons and property in interstate 
commerce, and the Savannah River throughout its entire length has been used 
and is suitable for use for the transportation of persons and property in inter- 
state commerce; and both of said streams are navigable waters of the United 
States ; 

(e) By letter dated April 14, 1942, Duke Power Company was advised of the 
necessity for a license from this Commission for continued maintenance and 
operation of the Portman Shoals project referred to above, and various cor- 
respondence has been exchanged between officials of the company and the 
Commission, but up to the present time no application for a license for this 
project has been received by the Commission ; 

(f) The aforesaid project was constructed and is operated and maintained 
for the purpose of developing hydroelectric power, without any permit or valid 
existing right of way granted prior to June 10, 1920, or any license granted 
pursuant to the Federal Water Power Act or the Federal Power Act, and the 
operation and maintenance of the project has been and is in violation of the 
Federal Power Act; 

The Commission, upon consideration of the premises, finds that: 

In order to effectuate the provisions of the Act in the public interests, proper 
action should be taken to determine the issues presented herein; and 

It is ordered that: 

On or before September 1, 1943, Duke Power Company shall show cause, if 
any there be, under oath, why: 

(i) It should not forthwith apply for and secure from the Commission ap- 
propriate authorization for the operation and maintenance of its aforesaid 
hydroelectric project in and along the Seneca River at Portman Shoals, S. C., 
in acccordanée with the pertinent provisions of the Federal Power Act and the 
rules and regulations of the Commission thereunder ; or 

(ii) The Commission should not make such order or orders as it may find 
appropriate, expedient and in the public interests to develop, conserve and utilize 
the navigation and water power resources of the region in which the Seneca 
and Savannah Rivers are located, and to conserve and protect the interests of 
the United States. 


Order issuing certificate of public convenience and necessity 


Interstate Natural Gas Company, Inc. 
(Docket No. G-468) 
June 30, 1943 


It appearing to the Commission that: 

(a) Interstate Natural Gas Company, Inc., filed an application on April 29, 
1948, seeking a certificate of public convenience and necessity uncer section 7 of 
the Natural Gas Act, as amended, for authority to construct and operate the 
facilities hereinafter described ; 

(6) After reasonable notice to all interested parties and publication of such 
notice in the Federal Register, Volume 8, page 7028, a public hearing was held on 
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the application on June 8; 1843, and no protest to the application has been 
receivcd ; 

The Commission having considered the application and the record made in the 
public hearing with respect thereto fiads that: 

(1) Applicant is a Delaware corporation with its principal place of business 
at Monroe, Louisiana, and is engiged, among other things, in the purchase and 
production of natural gas in the State of Louisiana, and (a) in the sale in inter- 
state commerce of a portion of such gas to other pipe line companies for trans- 
portation without the State of Louisiana, for resale; and (b) in the transportation 
in interstate commerce of such gas from the Monroe Field in the State of Louisiana 
through the State of Mississippi and back into the State of Louisiana where such 
gas is sold in interstate commerce for resale for ultimate public consumption ; 

(2) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(3) The natural gas requirements of certain of applicant’s industrial customers 
have increased and, in addition, applicant has contracted to supply substantial ad- 
ditional volumes of natural gas for use in the war effort, resulting in greatly 
increased demands upon the applicant ; 

(4) The increasing demands upon applicant’s system mactanitate a change in 
applicant’s facilities and in its method of operation in the Monroe Field; 

(5) To meet its increased demands for gas and to improve its operations, 
applicant proposes to reduce the operating pressures in the lines supplying its 
16-inch line, designated Line T-9, extending from Perryville, Louisiana, in the 
Monroe Field, to Alto, Louisiana, where it connects with applicant’s 22-inch main 
transmission line; and to deliver the gas which now flows directly into Line T-9 
to applicant’s De Siard compressor station where all gas to be transported south- 
ward by applicant will be compressed; it is further proposed. to increase the 
capacity of applicant’s De Siard and Brock compressor stations, which changes 
will be effected by the installation, construction and operation of the following 
facilities: 

(i) Two additional compressor units of 1,000 horsepower each to be installed 
at applicant’s existing De Siard compressor station, Fowler, Ouachita Parish, 
Louisiana ; 

(ii) A 16-inch pipe line extending from the De Siard compressor station in a 
southeasterly direction for approximately 28,500 feet to connect with applicant’s 
existing 16-inch line T-9; and 

(iii) One additional 1,000-horsepower compressor unit to be installed at appli- 
cant’s existing Brock compressor station, Ferriday, Concordia Parish, Louisiana ; 

(6) Upon completion, the facilities described in Paragraph (5) above will 
become integral parts of applicant’s pipe line system and will be used in the trans- 
portation and sale of natural gas in interstate commerce as described in para- 
graph (1) above; 

(7) The proposed facilities, described in paragraph (5) above, are facilities 
subject to the jurisdiction of the Commission ; 

(8) The proposed plan of operation will eliminate the flow of gas through the 
northern part of applicant’s T—-9 line extending from Perryville to the point where 
the proposed 16-inch line will connect with the T—9 line; but such change in opera- 
tion will not at this time adversely affect service to applicant’s present customers ; 

(9) Applicant is financially able to construct the proposed facilities, and its 
gas supply is adequate and the new facilities will improve applicant's ability 
to render the service proposed ; 

(10) The War Production Board has issued to applicant preference ratings 
for the required materials and has authorized the deliveries of additional 
volumes of gas for industrial use; 
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(11) The construction and operation of the proposed facilities will be required 
by the present and future public convenience and necessity; 

(12) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Act and the 
requirements, rules, and regulations of the Commission thereunder; 

The Commission orders that: : 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing Interstate Natural Gas Company, Inc., to construct and 
operate the facilities described in paragraph (5) above, and as more fully 
shown in the application in this proceeding, as amended at the hearing, upon 
the following terms and conditions: 

(i) The installation and construction of the facilities hereby authorized 
shall be commenced on or before August 1, 1943, and shall be completed on 
or before November 1, 1943; 

(ii) Applicant shall report in writing to the Commission under oath, on or 
before November 15, 1943, the completion date of the facilities herein authorized 
and the date such facilities are put into operation; 

(iii) The issuance of this certificate is without prejudice to the authority 
of the Commission with respect to rates, valuation, costs, services, accounts or 
any other matters whatsoever that may come before the Commission with 
respect to applicant or its facilities, or any proceeding relating thereto, and 
nothing contained herein shall be construed as an acquiescence by the Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted by the applicant, nor shall it be considered as a determina- 
tion of service area under section 7 (f) of the Natural Gas Act, as amended; 

(iv) Nothing contained herein shall be construed as relieving applicant from 
compliance with any order, rule, regulation or other requirement of the War 
Production Board ; 

(v) In the event of failure to comply with any of the terms and conditions 
contained herein, this certificate shall cease to have any force or effect; 

(B) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant, 


Order to show cause 


Louisville Gas and Electric Company 


(Docket No. IT-5835) 
July 13, 1943 


It appearing to the Commission that: 

(a) Under the provisions of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts prescribed for public utilities and 
licensees, effective January 1, 1937, and the Commission’s order of May 11, 1937, 
electric utilities subject to the jurisdiction of the Commission are required to 
complete and file with the Commission reclassification and original cost studies 
of electric plant not later than two years after the effective date of the system 
of accounts, i. e., January 1, 1939; 

(e) Louisville Gas and Electric Company (hereinafter sometimes referred to 
as “Louisville’) owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of such owner- 
ship and operation is a “public utility” under the Federal Power Act, subject to 
the aforesaid requirement of the Commission’s system of accounts ; 
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(c) Louisville, having received an extension of time, filed its reclassification 
and original cost studies on May 31, 1940; 

(d) The staff of this Commission with the cooperation and assistance of the 
staffs of the Department of Municipai Research and Service, Louisville, Ken- 
tucky, and the Public Service Commission of Kentucky, has made a field exam- 
ination of the studies filed by Louisville ; 

(e) As a result of this examination our staff submitted a report to the Com- 
mission entitled “The Louisville Gas and Electric Company, Louisville, Ken- 
tucky, Report on the Reclassification and Original Cost Studies of Electric Plant 
as at January 1, 1937,” which report was transmitted to the company on June 
4, 1942, with a request that the accounting adjustments indicated in the report 
be made; that copies of the adjusting entries be submitted; that a plan for the 
disposition of the amounts classified by the staff in Account 100.5, electric plant 
acquisition adjustments, be submitted by the company; that the company advise 
the Commission whether it concurs in the proposed disposition of certain amounts 
classified by the staff in Account 107, electric plant adjustments, and Account 
108.17, common utility plant adjustments; and that the company submit plans 
for the disposition of the remaining amounts classified by the staff in Accounts 
107 and 108.17 for which amounts no specific recommendations of disposition 
have been made by the staff; 

(f) Subsequent to the transmission of the report to Louisville, correspondence 
was exchanged between our staff and Louisville and a conference was held with 
respect to the proposed adjustments of the staff; 

(g) As a result of the correspondence and conference, Louisville has accepted 
certain adjustments proposed by our staff but has failed to accept certain other 
adjustments and has failed to submit plans for the disposition of amounts clas- 
sified by the staff in Accounts 100.5 and 107; 

(h) Although the staff report indicates the necessity for adjustments in 
Louisville’s gas and heating plant and plant adjustments accounts, these ac- 
counts will be the subject of separate consideration in connection with Louis- 
ville’s reclassification and original cost studies of gas plant, filed on July 31, 1942, 
pursuant to gas plant accounts instruction 2-D of the Commission’s Uniform 
System of Accounts Prescribed for Natural Gas Companies; 

The Commission orders that: 

(A) Leuisville Gas and Electric Company show cause under oath, if any there 
be, within thirty (30) days from the date of service of this order, why the 
Commission shall not by order find, determine, and direct that: 

(i) Louisville make the adjusting entries recommended in the staff report with 
respect to electric and common utility plant and plant adjustment accounts in 
order to bring Louisville’s books in conformity with the report ; 

(ii) Louisville classify the net debit amount of $839,212.94 in Account 100.5 
and submit plans for the disposition thereof, all as more fully described in the 
staff report at pages 28 to 31, inclusive, 40 to 43, inclusive, and page 59; 

(iii) Louisville classify a net debit amount of $6,980,230.07 in Account 107, 
electric plant adjustments, submit plans for the disposition of $6,960,108.24 thereof 
and dispose of $20,121.88 thereof in the manner recommended by the staff, all 
as more fully described in the staff report at pages 37 to 40, 50 to 51, 53 to 65 and 
75 to 80, all inclusive; 

(iv) Louisville classify $12,965,806.13 in Account 108.17, common utility plant 
adjustments, submit plang for the disposition of $1,560,481.61 thereof and dis- 
pose of $11,405,324.52 thereof in the manner recommended by the staff, all as 
more fully described in the staff report at pages 27 to 28, 40, 50 to 52 and 75 to 
80, all inclusive; 
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(B) Louisville’s response to this order shall be in the form of an offer of 
proof and shall set forth with particularity the facts upon which it relies. Denials 
which are general and unsupported by specific facts will not be considered as 
complying with this order and may result in the entry of a final order on the 
ground that the response has raised no issues requiring a hearing. 


Order instituting investigation 

Potomac Electric Power Company 

(Docket No. IT-5836) 
July 13, 1948 


Upon consideration of the information and data contained in the Commission’s 
files, records, and reports, including rate schedules, pertaining to Potomac Electric 
Power Company (hereinafter PEPCO) ; and 

It appearing to the Commission that: 

(a) PEPCO is a public utility owning and operating facilities for the trans- 
mission of electric energy in interstate commerce and for the sale of electric energy 
at wholesale in interstate commerce; 

(b) On June 26, 1942, PEPCO filed copies of an agreement designated Potomac 
Electric Power Company rate schedule FPC No. 5 for furnishing electric power 
and energy to Braddock Light & Power Company, Incorporated (hereinafter 
Braddock), and providing the rates, charges, and other arrangements therefor; 

The Commission finds that: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Federal Power Act, that an investigation be instituted 
by the Commission into and concerning any rate, charge, or classification, de- 
manded, observed, charged, or collected by PEPCO for furnishing electric power 
and energy to Braddock under Potomac Electric Power Company rate schedule 
FPC No. 5, and any rule, regulation, practice, or contract affecting such rate, 
chargé, or classification, as hereinafter provided ; and 

The Commission therefore orders that: 

An investigation be and it hereby is instituted for the purpose of enabling 
the Commission : 

(i) To determine whether, in connection with the furnishing of electric power 
and energy by PEPCO to Braddock under Potomac Electric Power Company 
rate schedule FPC No. 5 any rate, charge, or classification, demanded, observed, 
charged, or collected, or any rule, regulation, practice, or contract affecting such 
rate, charge, or classification, is unjust, unreasonable, unduly discriminatory, or 
preferential ; and 

(ii) If it shall find, after hearing has been had, that any such rate, charge, 
classification, rule, regulation, practice, or contract is unjust, unreasonable, un- 

‘ duly discriminatory, or preferential, to determine and fix by appropriate order 
or orders, just and reasonable rates, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter observed and in force. 
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Order enlarging investigation instituted by order of December 29, 1942 


United Fuel Gas Company 


(Docket No. G-440) 
July 15, 1943 






It appearing to the Commission that: 
(a) By order of December 29, 1942, the Commission instituted an investiga- 
tion of United Fuel Gas Company for the purpose of enabling the Commission 
to determine, (i) whether the company is a natural-gas company within the 
meaning of the Natural Gas Act; and (ii) whether, in connection with any trans- 
portation or sale of natural gas subject to the jurisdiction of the Commission, 
any rates, charges, or classifications demanded, observed, charged, or collected, 
or any rules, regulations, practices, or contracts affecting such rates, charges, 
or classifications, are unjust, unreasonable, unduly discriminatory, or preferen- 
tial ; 

(b) United Fuel Gas Company, Warfield Natural Gas Company, Cincinnati 
Gas Transportation Company, and Huntington Development and Gas Company 
are commonly owned and controlled by Columbia Gas & Electric Corporation, 
and the operations of these companies, although in name carried on as separate 
entities, are, in fact, those of an integrated system known as the Charleston- 
West Virginia group of Columbia Gas & Electric Corporation ; 

(c) United Fuel Gas Company purchases natural gas from, sells natural 
gas to, and exchanges natural gas with, Warfield Natural Gas Company, Cin- 
cinnati Gas Transportation Company, and Huntington Development and Gas ; 
Company, and these companies transport natural gas for, and on account of, each : 
other ; 

(d) Warfield Natural Gas Company, Cincinnati Gas Transportation Company, t 
and Huntington Development and Gas Company are engaged in the transporta- t 
tion of natural gas in interstate commerce and in the sale of natural gas for 
transportation in interstate commerce for resale for ultimate public consumption 
for domestic, commercial, industrial and other uses, and may be natural-gas 
companies within the meaning of the Natural Gas Act; 

The Commission finds that: 

It is necessary and proper, in the public interest, and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the investigation herein be 
enlarged for the purpose of enabling the Commission to determine (1) whether 
Warfield Natural Gas Company, Cincinnati Gas Transportation Company, and 
Huntington Development and Gas Company are natural-gas companies within 
the meaning of the Natural Gas Act, and (2) whether, in connection with any 
transportation and sale of natural gas subject to the jurisdiction of the Commis- 
sion, any rates, charges, or classifications demanded, observed, charged, or col- 
lected, or any rules, regulations, practices, or contracts affecting such rates, 


charges, or classifications are unjust, unreasonable, unduly discriminatory, or 
preferential ; 


The Commission orders that: 

(A) The investigation instituted herein by the Commission’s order of De- 
ceniber 29, 1942, be and the same is hereby enlarged to include an investigation 
of Warfield Natural Gas Company, Cincinnati Gas Transportation Company, and 
Huntington Development and Gas Company for the purpose of enabling the 
Commission : 

(i) To determine whether each of said companies is a natural-gas company 
within the meaning of the Natural Gas Act; : 
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(ii) To determine, with respect to each of said companies, whether, in con- 
nection with any trasportation or sale of natural gas subject to the jurisdiction 
of the Commission, any rates, charges, or classifications demanded, observed, 
charged, or collected, or any rules, regulations, practices or contracts affecting 
such rates, charges, or classifications are unjust, unreasonable, unduly dis- 
criminatory, or preferential; and 

(iii) If the Commission, after a hearing has been had, shall find that said 
companies are natural-gas companies within the meaning of the Natural Gas 
Act, and that any of their rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of this Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, to determine and fix by 
appropriate order or orders, just and reasonable rates, charges, classifications, 
rules, regulations, practices, or contracts to be thereafter observed and in force; 

(B) Warfield Natural Gas Company, Cincinnati Gas Transportation Company 
and Huntington Development and Gas Company be and they are hereby made 
parties subject to the investigation heretofore instituted by order of December 
29, 1942, designated as docket No. G-440. 


Order suspending supplemental rate schedules and fixing date for hearing 
Jersey Central Power & Light Company 


(Docket No. IT-5837) 
July 15, 1943 


It appearing to the Commission that: 

(a) Jersey Central Power & Light Company on March 24, 1931, entered into 
a formal agreement with Public Service Electric & Gas Company providing for the 
interchange of emergency power and service under terms and conditions therein 
specified ; that this emergency interchange agreement has been designated in the 
files of the Commission as Jersey Central Power & Light Company rate schedule 
FPC No. 1. 

(b) At approximately the same time Jersey Central and Public Service en- 
tered into an arrangement for the interchange of economy energy and service 
by means of the interconnection facilities provided under the agreement speci- 
fied in (a) above; that such arrangement, when reduced to writing and filed 
with the Commission in accordance with the Commission’s Order No. 36, will 
be designated in the files of the Commission as Jersey Central Power & Light 
Company rate schedule FPC No. 2. 

(c) On May 3, 1943, the Supreme Court of the United States in Jersey Cen- 
tral Power & Light Co. v. Federal Power Commission, and New Jersey Power ¢ 
Light Co. v. Federal Power Commission, Nos. 299 and 329, Oct. Term, 1942, 319 
U. S. 61, upheld the Commission’s determination Jn the Matter of New Jersey 
Power & Light Co., and Jersey Central Power & Light Co., docket No. IT-5518 (2 
F. P. C. 541), that Jersey Central was a “public utility” within the meaning of that 
term as used in the Federal Power Act, upon. the basis of its ownership and 
operation of facilities for the transmission of electric energy in interstate com- 
merce pursuant to the arrangements described in paragraphs (a) and (b), above. 

(d) On June 15, 1943, the Commission received a copy of a letter written by 
Jersey Central Power & Light Company to Public Service Electric & Gas Company 
giving formal notice of its intention to terminate by Jersey Central Power & Light 
Company the agreement for the emergency interchange of power and service 
between the parties as provided for in the agreement of March 24, 1931; that 
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this notice providing for the termination of emergency service has been designated 
in the files of the Commission as supplement No. 1 to Jersey Central Power & 
Light Company rate schedule FPC No, 1. 

(e) On June 26, 1943, the Commission received a letter from Jersey Central 
Power & Light Company advising that 30 days from date the arrangement with 
Public Service Electric & Gas Company for the interchange of economy energy 
and service was to be terminated and at that time switches would be opened 
on the interconnection between Jersey Central and Public Service extending from 


South Amboy to Perth Amboy, New Jersey; that this notice has been designated’ 


in the files of the Commission as supplement No. 1 to Jersey Central Power & 
Light Company rate schedule FPC No. 2. 

(f) Jersey Central Power & Light Company proposes to open switches on the 
interconnection facilities between South Amboy and Perth Amboy, thereby en- 
dangering the continuity of service upon its own system as well as the system 
of Public Service Electric & Gas Company in case of an emergency. 

(g) Unless suspended by order of the Commission, supplement No. 1 to Jersey 
Central Power & Light Company rate schedule FPC No. 1 and supplement No. 1 
to Jersey Central Power & Light Company rate schedule FPC No. 2 will permit 
Jersey Central Power & Light Company to alter and amend the arrangement for 
the supply of emergency power and service with Public Service Electric & Gas 
Company so that in every case of emergency it will be necessary to close the 
disconnect switches and bring the Jersey Central system and Public Service 
system into synchronism before the interchange of emergency power is possible, 
thereby endangering the continuity of customer service which the emergency 
interchange agreement is designed to safeguard; that necessary and resulting 
changes in operations on the system of Jersey Central and Public Service may 
and probably will result in higher costs in providing adequate generating reserves 
as a guarantee against service interruption in case of an emergency on either 
system, which increased costs must be borne by the ultimate consumer. 

(hk) Unless suspended by order of the Commission, supplement No. 1 ‘to Jersey 
Central Power & Light Company rate schedule FPC No. 2 would permit Jersey 
Central Power & Light Company to terminate the existing arrangement for the 
interchange of economy énergy and service with Public Service Blectric & Gas 
Company, resulting in the necessary use of higher cost generating facilities, waste 
of critical natural resources, and consequent higher costs, which must be borne by 
the consuming public; that the termination of the existing arrangement which 
has been operative since 1931 appears to be contrary to the public interest. 

The Commission finds that: 

It is necessary and appropriate in the public interest that the Commission enter 
upon a hearing concerning the lawfulness of the proposed changes in existing 
rate schedules providing for emergency interchange of electric energy and service 
and the interchange of economy energy and service and that the said supplements 
to existing rate schedules be suspended pending such hearing and the decision 
thereon. 

The Commission, upon its own motion, orders that: 

(A) A public hearing be held on September 1, 1943, beginning at 10:00 a. m., 
in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania Avenue 
NW., Washington, D. C., concerning. the lawfulness of the proposed changes in 
service which will result if supplement No. 1 to Jersey Central Power & Light 
Company rate schedule FPC No. 1 and supplement No. 1 to Jersey Central Power & 
Light Company rate schedule FPC No. 2 become effective. 

(B) Pending such hearing and decision thereon, the changes in service pro- 
vided for in supplement No. 1 to Jersey Central Power & Light Company rate 
schedule FPC No. 1, as well as the changes in service provided for in supplement 
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No. 1 to Jersey Central Power & Light Company rate schedule FPC No. 2, be and 
they are hereby suspended until December 15, 1943, and until such time thereafter 
as such schedules shall be made effective in the manner provided by the Federal 
Power Act under rules and regulations prescribed. 

(C) During such period of suspension, the rates, charges, and service relating 
to the interchange of emergency energy and service, as well as interchange of 
economy energy and service as provided for, and as such service has been supplied 
in the-past, under the arrangements embodied in Jersey Central Power & Light 
Company rate schedule FPC No. 1 and Jersey Central Power & Light Company 
rate schedule FPC No. 2 shall continue in full force and effect. 

(D) At the hearing, the burden of proof to show the lawfulness of the pro- 
posed changes in service shall be upon Jersey Central Power & Light Company. 

(E) Interested state commissions may participate in said hearing as provided 
in section 39.4 of the Rules of Practice and Regulations under the Federal Power 
Act. 


Order granting leave to file supplemental application and reopening record for 
such purpose 


Panhandle Eastern Pipe Line Company, and its wholly owned subsidiaries, Illinois 
Natural Gas Company and Michigan Gas Transmission Corporation 


(Docket No. G-452) 
July 20, 1943 


It appearing to the Commission that: 

(a) On February 25, 1943, the above-named companies filed an application 
requesting a certificate of public convenience and necessity pursuant to section 
7 of the Natural Gas Act, as amended, to authorize looping of certain parts of 
Panhandle Eastern Pipe Line Company’s main line transmission system and 
for the further extension of certain lines in Michigan and Illinois; 

(b) Evidence concerning such application was heard at public hearings held 
during the period April 20—May 12, 1943, in this matter at which the Public Service 
Commission of the State of Michigan, United Mine Workers of America, National 
Coal: Association, Railway Labor Executives’ Association, and Brotherhood of 
Railroad Trainmen were present and participated of record ; 

(c) During the progress of hearings in this proceeding, the applicant (Pan- 
handle Eastern Pipe Line Company) offered factual details and presented ex- 
hibits without protest or objection on the part of any party participant or inter- 
venor herein, showing that the Illinois Natural Gas Company and the Michigan 
Gas Transmission Corporation had been dissolved, and said former subsidiaries 
of the Panhandle Hastern Pipe Line Company had been merged with or com- 
pletely acquired by Panhandle Eastern Pipe Line Company with the approval of 
the Securities and Exchange Commission by order entered by that. agency March 
30, 1943 ; 

(d) In order to conform the pleadings to the proof of record, the Panhandle 
Eastern Pipe Line Company on June 5, 1943, filed a motion asking leave to sup- 
plement its original application herein, together with a supplemental application 
in this matter for a certificate of public convenience and necessity to acquire 
all of the facilities which were owned prior to March 31, 1943, by Panhandle 
Eastern’s former wholly owned subsidiaries, Illinois Natural Gas Company and 
Michigan Gas Transmission Corporation ; 
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(e) Copies of said motion and. supplemental application were served upon 
the intervenors herein on June 9, 1943; 

(f) Public notice of the filing of said motion and supplemental application 
was published June 12, 1943, in the Federal Register, Vol. 8, page 8013, giving any 
person desiring to be heard or to make any protest in reference thereto an oppor- 
tunity to file a petition or protest on or before June 26, 1943, in accordance 
with the Commission's Rules of Practice and Regulations, and no petition or 
protest has been received ; 

(g) On June 29, 1943, the Commission adopted an order to show cause herein, 
directing the Public Service Commission of the State of Michigan, United Mine 
Workers of America, National Coal Association, Railway Labor Executives’ As- 
sociation and the Brotherhood of Railroad Trainmen, intervenors herein, to show 
cause in writing under oath, if any there be, on or before July 10, 1943, why 
said motion for leave to supplement the application herein should not be granted 
and the record in the proceeding reopened for the purpose of receiving the supple- 
mental application as part of the record, and the record forthwith closed ; 

(h) Copies of said order to show cause were served upon the intervenors on 
June 30, 1943; and no response to the order to show cause or protest or opposi- 
tion to the granting of the motion has been filed by any of the intervenors ; 

The Commission finds that: 

It is necessary and appropriate that the record in the above-entitled proceed- 
ing be reopened for the purpose of granting the motion of Panhandle Bastern 
Pipe Line Company and permitting the supplemental application and the motion 
and orders in relation thereto to be received as part of the record in the pro- 
ceeding ; 

The Commission orders that: 

(A) The record in the above-entitled proceeding be and it hereby is reopéned, 
the motion of Panhandle Eastern Pipe Line Company for leave to file its supple- 
mental application be and it hereby is granted, said motion, supplemental ap- 
plication, and all orders in relation thereto are made a part of the record, and the 
record is closed. 

(B) The time for filing of main briefs and reply briefs in this proceeding be 
and it is hefeby referred back to the trial examiner for determination. 


Order to show cause 
Northern Indiana Public Service Company 


(Docket No. IT-—5838) 
July 20, 1943 


It appearing to the Commission that: 

(a) On June 29, 1940, Northern Indiana Public Service Company (hereinafter 
sometimes referred to as “Northern Indiana”) filed its purported reclassifica- 
tion and original cost studies of electric plant pursuant to the requirements of 
the Commission’s Uniform System of Accounts prescribed for public utilities 
and licensees and the Commission's order of May 11, 1937, pertaining thereto; 

(b) On August 20, 1941, Northern Indiana filed supplemental studies relating 
to its gas plant pursuant to the requirement of the Commission’s Uniform 
System of Accounts for Natural Gas Companies and the Commission’s Order 
No. 73 relative thereto ; 
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(c) The staff of this Commission, with the cooperation and collaboration 
of the staff of the Public Service Commission of the State of Indiana, made a 
field examination of Northern Indiana’s studies and submitted a report to this 
Commission entitled, “Northern Indiana Public Service Company, Hammond, 
Indiana, Report on the Reclassification and Original Cost Studies of Electric 
and Gas Plant as of January 1, 1937”; 

(d) The report of the staff of this Commission was served on Northern 
Indiana with the request that the adjustments recommended by the staff in 
the report be made; that copies of the adjusting entries be filed with the Com- 
mission ; that Northern Indiana, indicate its agreement or disagreement with the 
recommendations of the staff respecting the disposition of certain amounts 
classified by the staff in Account 107, electric plant adjustments, Account 107, 
gas plant adjustments and Account 107, common plant adjustments; that North- 
ern Indiana submit plans for the disposition of $4,182.34 and $127,808.32, 
established by the staff in Account 100.5, electric plant acquisition adjustments, 
and Account 100.5, gas plant acquisition adjustments, respectively; and that 
Northern Indiana submit plans for the disposition of $2,419,342.97 and $5,341,- 
384.74, established by the staff in Account 107, electric plant adjustments, and 
Account 107, gas plant adjustments, respectively ; 

(e) Agreement has not been reached between Northern Indiana and the staff 
of the Commission with respect to the recommendations of the staff as reflected 
in its report; : 

The Commission orders that: 

(A) Northern Indiana Public Service Company show cause, under oath, if 
any there be, within thirty (30) days from the date of service of this order, 
why the Commission should not by order find, determine and direct that: 

(i) The adjustments recommended by the staff in its report be made by 
Northern Indiana, all as more particularly set forth at pages 26 to 83 of the 
report ; 

(ii) Northern Indiana establish $9,366,681.95 in its electric, gas and common 
plant adjustments accounts and $131,990.66 in its electric and gas plant ac- 
quisition adjustments accounts ; 

(iii) Northern Indiana submit plans for the disposition of $2,419,342.97 and 
$5,341,934.74 established in Account 107, electric plant adjustments, and Account 
107, gas plant adjustments, respectively ; 

(iv) Northern Indiana submit plans for the disposition of $4,182.34 and 
$127,808.32 established in Account 100.5, electric plant acquisition adjustments, 
and Account 100.5, gas plant acquisition adjustments, respectively ; 

(v) Northern Indiana dispose of $1,605,404.24, established by the staff in 
electric, gas and common plant adjustments accounts, in accordance with the 
recommended dispositions shown on page 90 of the staff report ; 

(B) Northern Indiana’s response to this order shall be in the form of an 
offer of proof and shall set forth the facts upon which it relies with particu- 
larity. Denials of the allegations of this order or of the statements in the 
staff report which are general and are unsupported by failure of Northern 
Indiana to set forth the specific facts upon which it relies will not be eon- 
sidered as complying with this order and may result in the entry, without 
hearing, of a final order on the ground that the response has raised no issues 
requiring hearing. 
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Order to show cause and fizing date of hearing thereon 


Cities Service Gas Company, Cities Service Transportation and Chemical 
Company and Cities Service Company 


(Docket No. G—487) 
July 20, 1943 


It appearing to the Commission that: 

(a) On July 17, 1943, the Commission received from the State Corporation 
Commission of the State of Kansas qa letter reciting in substance, among other 
matters, that Cities Service Gas Company proposes to construct a pipeline from 
the Oklahoma end of the Hugoton gas field across Oklahoma, to connect ‘with and 
become a part of its pipeline system; that, to its knowledge, no application for 
authority to construct and operate such line has been filed with any regulatory 
commission; that Cities Service Gas Company, or its affiliated distributing com- 
panies, have advertised in the Kansas City, Missouri, and Topeka, Kansas, news- 
papers that the supply of gas this coming winter will not be increased by reason 
of the construction of the proposed pipeline; that, in its opinion, there is available 
in the Hugoton field more than sufficient natural gas to meet the requirements 
of the areas now served by Cities Service Gas Company and by other companies 
that purchase gas from it; that it would be appropriate to determine whether 
a different location for the proposed pipeline might not better serve the public 
need ; and stating: 

“We are vitally concerned in the matter of having a sufficient supply of gas 
for the areas involved. The delay on the part of the Cities Service Gas Company 
to make application to your Commission for authority to construct and operate 
the proposed line may seriously affect the supply of gas for the coming winter. 
In the light of these circumstances, we are wondering if your Commission might 
not initiate an investigation into the matter of this proposed line and determine 
what the real situation is so that all interested parties may be fully informed, 
and some solution worked out that will assure an adequate supply of gas this 
coming winter in the affected areas. We suggest such an investigation.” 

(b) On June 19, 1943, Cities Service Gas Company filed a notice of intention 
to cancel, effective August 22, 1943, its rate schedule FPC No. 51, providing for 
the sale of natural gas to Union Gas System, Inc., for resale to certain industrial 
consumers; and.by letter to the Commission, dated June 30, 1943,.Union Gas 
System, Inc. protested such cancellation of service, requested a hearing, and 
stated among other things: 

“We would further like to present evidence to show that the material being 
granted Cities Service Gas Company by the War Production Board, is being so 
located in connection with the supply of gas and with their system as to prevent 
its complete use, and thus continue in force an inadequate supply of gas which 
will cause an unnecessary shortage in the area, thus permitting them to cancel 
their lower price contracts and to secure for themselves a complete monopoly 
of gas distribution in this area.” 

(c) Cities Service Gas Company, a Delaware corporation having its principal 
office in Bartlesville, Oklahoma, and authorized to do business in the States 
of Texas, Oklahoma, Missouri, Kansas, and Nebraska, produces natural gas in 
the States of Texas, Kansas, and Oklahoma, and purchases natural gas in the 
States of Kansas, Oklahoma, and Missouri, transports said natural gas from 
the States in which it is produced or purchased, through, or into other States, 
and sells such natural gas either directly to consumers or to other gas companies 
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for resale for ultimate public consumption for domestic, commercial, industrial, 
or other uses, in the States of Texas, Oklahoma, Missouri, Kansas and Nebraska, 
and is, therefore, a natural-gas company within the meaning of the Natural 
Gas Act; 

(d) Cities Service Gas Company is a wholly owned subsidiary of Empire Gas 
and Fuel Company (Delaware), whose outstanding voting stock is in turn con- 
trolled by Cities Service Company, the top holding company in the Cities Service 
system ; 

(e) On April 6, 1948, Cities Service Gas Company filed a formal application 
with the War Production Board seeking priority assistance and a preference 
rating certificate for materials for the purpose of constructing the following 
facilities ; * 

(i) 240 miles of 26-inch diameter main transmission pipe line extending from 
a proposed field station in the Hugoton gas field (situated in northwestern 
Oklahoma, southwestern Kansas, and northeastern Texas) to its Blackwell, 
Oklahoma, compressor station, having an initial capaciy of 140,000 M. ec. f. 
daily ; 

(ii) A compressor station of 8,000 rated horsepower at the Hugoton field 
terminus of the main outlet transmission line capable of compressing 140,000 
M. c. f. daily at a discharge pressure of 720 pounds gauge ; 

(iii) Looping of its existing pipe-line system from Burbank, Oklahoma, to 
Tallant, Oklahoma, with 35.25 miles of single 12-inch line to deliver increased 
quantities of gas to the “East Side” of the present pipe-line system ; 

(iv) Looping of the existing 18-inch tie-over immediately south and south- 
east of Wichita, Kansas, with 11.25 miles of 20-inch pipe line to permit the 
service of increased demands in the Wichita area and to augment gas deliveries 
to the “East Side” of the existing system ; 

(v) Reconditioning of 16 miles of 16-inch line south of Wichita to permit 
earrying higher pressures for increased throughputs to markets in the Wichita 
and Hutchinson, Kansas, areas; 

(vi) 3 miles of 6-inch pipe ‘line to serve the increased fuel requirements 
of the Socony Oil Refinery at Augysta, Kansas ; 

(vii) Addition. of 340 horsepower to Saginaw compressor station in Newton 
County, Missouri, to “fortify” deliveries of gas to Camp Crowder, Missouri, 
and to Springfield Gas and Electric Company for resale to consumers in 
Springfield, Missouri ; 

(viii) Telephone communication facilities to the Hugoton field; 

(f) By letter of May 1, 1943, the War Production Board advised Cities Service 
Gas Company and Cities Service Company that favorable action could not be 
taken on the application for priority assistance and a preference rating cer- 
tificate unless assurance could first be given that the following conditions, 
among others, would be met: 

“That you will proceed with the entire project immediately upon receipt of 
our preference rating certificate, acquiring rights of way, placing all necessary 
orders for pipe and equipment, prosecuting required applications for approval 
of regulatory bodies, including the Federal Power Commission, contracting for 
construction and. taking all other reasonable steps to assure completion of the 
project in time for service during the coming winter.” 

(g) Cities Service Company, by letter of May 11, 1943, indicated its willing- 
ness to make the commitments called for by the War Production Board’s letter 
of May 1, 1948, referred to in paragraph (f) above; 





1 Hereinafter referred to as the “proposed project.” 
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(h) Pursuant to the request of Cities Service Gas Company, made May 19 
and May 20, 1943, the application for priority assistance and a preference rating 
certificate was treated by the War Production Board as amended so that Cities 
Service Transportation and Chemical Company, a newly formed organization 
in the Cities Service system, should receive the priority assistance and prefer- 
ence rating certificate originally requested by Cities Service Gas Company; 

(i) The War Production Board, in a letter dated May 24, 1943, addressed to 
Cities Service Company, Cities Service Transportation and Chemical Company, 
and Cities Service Gas Company, transmitted a preference rating certificate 
for the proposed project, and stated: : 

“While as requested by you we have issued the preference rating certificate 
to the Cities Service Transportation and Chemical Company, it is understood 
that the Cities Service Company, and to the extent that it is concerned, the 
Cities Service Gas Company also assume responsibility for compliance with 
the stated conditions.” 

(j) The War Production Board, in its letter of May 24, 1943, stated that the 
preference rating certificate was being issued subject to the “understanding” 
embodied in its letter of May 1, 1943, to Cities Service Company and in that 
company’s response of May 11, 1943, and to the following “essential conditions” : 

“(1) That you will proceed with the entire project immediately upon receipt 
of our preference rating certificate, acquiring rights of way, placing all necessary 
orders for pipe and equipment, taking all steps necessary with the Federal 
Power Commission to comply with any applicable requirements of the Natural 
Gas Act and with all other regulatory commissions having jurisdiction over any 
phase of this matter, contracting for construction and taking all other reason- 
able steps to assure completion of the project in time for service during the 
coming winter. 

“(2) That you will be prepared to enter into contracts with such neighboring 
utility systems as may apply to you for assistance in meeting threatened de- 
ficiencies during the war, such contracts to extend for the duration of the war 
and for one year thereafter, or such shorter time as will enable the other systems 
to augment their supply by alternative measures. 

“(3) That you will make deliveries of gas pursuant to allocations or directives 
of the War Production Board irrespective of whether or not contracts have been 
concluded covering such deliveries.” 

(k) By letter dated June 3, 1943, addressed to the president of Cities Service 
Gas Company, the Commission stated among other things that: 

“In view of the obvious intention of the WPB, and your representations of the 
urgent necessity for the early construction of the additional pipeline facilities 
in your area, a proper application for a certificate of convenience and necessity 
covering the proposed pipe line, in accordance with Section 7 (c) of the Natural 
Gas Act, as amended, should be immediately filed with the Commission. 

“Mr. W. Alton Jones, President of the Cities Service Company, has stated to 
us that when priorities were granted, ‘we hope we can confidently count on your 
helpful cooperation in the furtherance of this project’. This cooperation can 
be obtained, and delay avoided, by prompt filing of an application for a certificate 
to the end that we may take the action required here as expeditiously as possible. 
Your prompt cooperation in this matter would be greatly appreciated.” 

(l) By letter dated June 12, 1943, the Commission again advised Cities Service 
Gas Company, Cities Service Transportation and Chemical Company, and Cities 
Service Company of the provisions of the Natural Gas Act, stating among other 
things that: 
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“Although several months have elapsed since you expressed a desire to con- 
struct a pipeline to the Hugoton field to relieve the emergency in your area, you 
have refrained from filing an application for a certificate of convenience and 
necessity pursuant to Section 7 (c) of the Natural Gas Act. The Congress in 
requiring the issuance of such a certificate, as a prerequisite to undertaking the 
construction or operation of a natural gas pipe line, subject to the jurisdiction 
of this Commission, thereby provided an opportunity for State regulatory agencies 
and other interested parties to be heard in the matter. Responsibility for any 
delay in such proceedings, resulting from your failure to file a timely application, 
will rest squarely with your company,” 

and requested that said companies promptly file with the Commission the follow- 
ing information and data: 


“a copy of all contracts, arrangements and understandings between Cities 
Service Transportation and Chemical Company, Cities Service Company, Cities 
Service Gas Company and others, pursuant to which it is proposed to construct, 
finance and operate the proposed Hugoton line project, including agreements to 
purchase, transport, process and sell natural gas”, and a “copy of the articles 
of incorporation, together with the names and addresses of the officers, directors 
and stockholders of the Cities Service Transportation and Chemical Company” ; 

(m) Neither an application for a certificate of public convenience and necessity 
under section 7 (c) of the Natural Gas Act, as amended, nor such information 
and data have been filed with this Commission; and said companies have failed 
and refused to file an application for a certificate of public convenience and 
necessity or furnish the data and information heretofore requested ; 

(n) Cities Service Gas Company, Cities Service Transportation and Chemical 
Company, and Cities Service Company are proceeding with the construction of 
the proposed project in that: 

An order for the pipe required for the proposed project was placed on or about 
June 8, 1943, to be delivered according to the following schedule: 15,000 tons in 
September, 22,000 to 25,000 tons in October, and the balance of 46,000 tons in 
November, 1943; a field construction office has been established in Ponca City, 
Oklahoma ; engineering and other construction organization has been assembled ; 
reconnaissance of the pipe-line route has been completed and the river crossing 
sites have been selected ; negotiations with contracting firms for the laying of the 
pipe line are proceeding; and right-of-way work at three river crossings and on 
the eastern end of the line is in progress ; 

(o) Cities Service Transportation and Chemical Company and Cities Service 
Company may become natural-gas companies upon completion of the proposed 
project, and such companies and Cities Service Gas Company may have under- 
taken the construction or extension of facilities for the transportation or sale of 
natural gas subject to the jurisdiction of the Commission in violation of section 
7 (c) of the Natural Gas Act, as amended; and such companies may undertake 
to construct or operate facilities, or engage in the transportation or sale of 
natural gas, subject to the jurisdiction of this Commission, without having first 
obtained a certificate of public convenience and necessity as required by said 
section 7 (c) ; 

The Commission finds that: 

(1) It is necessary and appropriate, in the public interest, to carry out and 
aid in the enforcement of the provisions of the Natural Gas Act, that an investiga- 
tion be instituted by the Commission, as hereinafter provided, into the facts, con- 
ditions, practices and matters herein referred to, and to determine whether: 
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(i) Cities Service Gas Company, Cities Service Transportation and Chemical 
Company, Cities Service Company, or any other individual, association, or cor- 
poration has violated or is about to yiolate the provisions of the Natural Gas 
Act; 

(ii) Such companies or any of them should be required to obtain a certificate 
of public convenience and necessity under section 7 (c) of the Natural Gas Act, 
as amended; 

(iii) A certificate of public convenience and necessity should be issued to 
such companies ; 

(2) The*documents, data and information hereinafter required to be filed 
with the Commission are relevant and material to such investigation ; 

Wherefore, the Commission orders that: 

(A) Cities Service Gas Company, Cities Service Transportation and Chemical 
Company, and Cities Service Company, at a public hearing to be held commencing 
August 11, 1943, at 9: 45 a. m., in Room No. 527 in the U. S. Court House, Kansas 
City, Missouri, show cause, if any there be, why: 

(i) Cities Service Gas Company, Cities Service Transportation and Chemical 
Company, and Cities Service Company should not be ordered to file immediately 
an appropriate application for a certificate of public convenience and necessity 
for the proposed construction, operation, transportation and sale of natural 
gas, pursuant to section 7 (c) of the Natural Gas Act, as amended, and the 
rules and regulations thereunder ; 

(ii) The Commission should not forthwith proceed to determine whether said 
companies are qualified to receive a certificate of public canvenience and necessity 
for the proposed service, sale, operation, construction, and extension, and are 
able and willing properly to do the acts and to perform the service proposed and 
to conform to the provisions of the Natural Gas Act and the requirements, rules 
and regulations of the Commission thereunder; whether the proposed service, 
sale, operation, construction, and extension is or will be required by the present 
or future public convenience and necessity ; and whether the public convenience 
and necessity will require that terms and conditions be attached to any grant 
of certificate and exercise of rights thereunder ; 

(iii) Cities Service Gas Company, Cities Service Transportation and Chemical 
Company, and Cities Service Company should not be determined to have violated 
or are about to violate section 7 (c) of the Natural Gas Act, as amended ; 

(B) The hearing shall also be held for the purpose of affording to said com- 
panies an opportunity to be heard with respect to all matters hereinabove re- 
ferred to, and for the purpose of investigating and determining the facts and 
circumstances surrounding such matters; 

(C) Cities Service Gas Company, Cities Service Transportation and Chemical 
Company, and Cities Service Company shall file, under oath, with the Com- 
mission, on or before August 4, 1943, the following: 4 

A true copy of all contracts, arrangements and understandings, between Cities 
Service Transportation and Chemical Company, Cities Service Gas Company, 
Cities Service Company, and between said companies and others, pursuant to 
which it is proposed to construct, finance, and operate the proposed project, in- 
cluding agreements to purchase, transport, process and sell natural gas; and a 
true copy of the articles of incorporation of Cities Service Transportation and 
Chemical Company, together with the names and addresses of its officers, directors 
and stockholders ; 

(D) Interested State commissions may participate in this proceeding, as 
provided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 
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Order amending order authorizing merger and consolidation of facilities 
South Carolina Blectric & Gas Company and Lexington Water Power Company 
(Docket No. I1T-5803) 

July 23, 1943 


It appearing to the Commission that: 

(a) South Carolina Electric & Gas Company and Lexington Water Power 
Company have requested modification of paragraph (j) (viii) (3) of the Order 
Authorizing Merger and Consolidation of Facilities heretofore entered on May 29, 
1943, in the above-entitled proceeding, such modification to make clear that the 
delivery of $2,925,000 of bonds and debentures by General Gas & Electric Cor- 
poration (Gengas), as therein referred to, is inclusive of $233,300 of bonds and 
debentures delivered by Gengas in order to enable Lexington Water Power Com- 
pany to meet its January 1, 1943, sinking fund requirements ; 

(b) The original application for order authorizing the merger and consolidation 
described the proposed transaction as including delivery by Gengas of bonds and 
debentures in the aggregate principal amount of $2,925,000, but while the appli- 
cation was pending Gengas made delivery of $233,300 of such bonds and deben- 
tures in order to enable Lexington Water Power Company to meet its January 1, 
1943, sinking fund requirements, Gengas doing so on the understanding that 
such delivery would be treated as partial satisfaction of its agreement to make 
delivery of the $2,925,000 amount referred to; these facts were fully disclosed 
by amendment to the application and were understood by the Commission at the 
time of the issuance of the order of May 29, 1943; 

The Commission orders that: 

Paragraph (j) (viii) (3) of the order of May 29, 1943, in the above-entitled 
proceeding, be and the same is hereby amended to read as follows: 

(3) Delivery for cancellation by Gengas of bonds and debentures of the 
constituent companies in the principal amount of $2,925,000 and issuance to 
Gengas of 50,000 shares of $50 par value, 5% Preferred stock of the Consolidated 
Company, the aforesaid $2,925,000 of bonds and debentures being inclusive of 
$233,300 principal amount of Lexington bonds and debentures already delivered 
by Gengas in order to enable Lexington to meets its January 1, 1943, sinking 
fund requirements. 


Order issuing temporary certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 


(Docket No. G-484) 
July 23, 1943 


Upon consideration of the application filed by Consolidated Gas Utilities 
Corporation on July 15, 1948, pursuant to section 7 (c) of the Natural Gas Act, 
as amended, for a temporary and a permanent certificate of public convenience 
and necessity for the construction, installation, and operation of facilities here- 
inafter described ; and 

It appearing to the Commission that: 

(@) Consolidated Gas Utilities Corporation, a Delaware corporation having 
its principal office in Oklahoma City, Oklahoma, and authorized to do business 
in the States of Texas, Oklahoma, and Kansas, produces natural gas in the States 
of Texas and Oklahoma, transports said natural gas from the State in which 
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it is produced through or into other States and sells such natural gas to other 
gas companies for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or other uses in the’States of Oklahoma and Kansas; 

(b) Applicant seeks a permanent certificate of public convenience and neces- 
sity and, pending Commission determination of its application therefor, a tem- 
porary certificate pursuant to section 7 (c) of the Natural Gas Act, as amended, 
authorizing the applicant to construct, install, and operate the following described 
facilities for the purpose of fully utilizing its present pipe-line capacity, in order 
to adequately maintain service on its system, including service to the United 
States Army and Navy Air Corps projects situated at Clinton and Enid, Okla- 
homa, Winfield, Kansas, and other essential war industries: 

A compressor station complete with two new 400-horsepower gas engine 
driven compressors, three used horizontal 250-horsepower units and other 
auxiliary compressor station equipment, including structures and incidental 
equipment, as described in the application ; 

(c) Due to the decline of pressure of gas at the well-head, in the Panhandle 
field in Wheeler County, Texas, from which the applicant obtains its principal 
source of supply of natural gas, Consolidated is unable to utilize the full pipeline 
capacity of its system, between the Panhandle field and Enid, Oklahoma, and 
as a result was unable to maintain adequate service on its present system during 
January of 1943, and will be unable to meet peak-day demand requirements 
during the 1943-44 winter unless its presently installed compressing capacity 
is augmented ; 

(d) It is necessary in order to meet the 1943-44 winter load that additional 
compressing capacity be installed without delay; 

(e) Applicant filed an application with the War Production Board (docket No. 
85862) for a project preference rating for materials to construct the facilities 
described in paragraph (b) above, and has received a preference rating of 
AA8 for the purpose of enabling it to purchase the critical materials required 
for the proposed construction ; 

The Commission finds that: 

(1) Applicant is ‘engaged in the transportation of natural gas in interstate 
commerce, and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial or other 
use, and is a natural-gas company within the meaning of the Natural Gas Act; 

(2) An emergency exists by reason of the fact that applicant’s presently in- 
stalled compressor capacity is inadequate to utilize the full transmission capac- 
ity of its existing pipeline system needed to assure maintenance of adequate 
service on its system during the 1943-44 winter ; 

(3) The construction, installation, and operation of the proposed facilities will 
provide the needed additional compressor capacity ; 

(4) The issuance of a temporary certificate of public convenience and 
necessity, as hereinafter authorized, is therefore necessary to assure mainte- 
nance of adequate service ; and 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and it 
hereby is issued pending Commission action on the application for a permanent 
certificate, authorizing the applicant to construct, install and operate the facil- 
ities described in paragraph (b) above, and as shown in the application, upon 
the following express terms and conditions: 

(1) The construction and installation of the facilities hereby authorized shall 
be commenced on or before August 10, 1948, and completed on or before Decem- 
ber 1, 1943; 
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(ii) Applicant shall report in writing to the Commission, under oath, the 
completion date of the unit above described, together with the date the same 
is put into service. 

(iii) The issuance of this temporary certificate is without prejudice to the 
determination of the application for permanent certificate, and without preju- 
dice to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuation, estimate or determination of cost, 
or any other matters whatsoever in any proceeding now pending before this 
Commission or before such other regulatory body; and nothing in this cer- 
tificate shall be construed as an acquiescence by the Commission in any estimate 
or determination of cost, or any valuation of property claimed or asserted 
by the applicant; 

(B) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Aet. 





Order enlarging investigation instituted by order of April 6, 1943 


Mississippi River Fuel Corporation, Hope Producing Company, Southern Carbon 
Company, United Carbon Company 


(Docket No. G-—462) 
July 27, 1943 


It appearing to the Commission that: 

(a) By order of April 6, 1943, the Commission instituted an investigation of 
Mississippi River Fuel Corporation, Hope Producing Company, Southern Carbon 
Company, and United Carbon Company for the purpose of enabling the Com- 
mission to determine (i) whether each company named herein is a natural gas 
company within the meaning of the Natural Gas Act; and (ii) whether, in con- 
nection with any transportation or sale of natural gas subject to the jurisdiction 
of the Commission, any rates, charges, or classifications demanded, observed, 
charged, or collected, or any rules, regulations, practices, or contracts affecting 
such rates, charges, or classifications, are unjust, unreasonable, unduly dis- 
criminatory, or preferential ; 

(b) Columbian Carbon Company which, as recited in paragraph (k) of the 
Commission’s order of April 6, 1943, controls all the voting stock of Southern 
Carbon Company, also controls the following companies to the extent indicated. 


Percent 
EA Del: Olt Propettiés, InGsc6o2 oss a ee 99. 08 
The Amalgamated Company, Inc_.-.-----.--..-..-.-----....-.-- 98. 44 
The Peerless Carbon Black Company__----_-------------------_- 100. 00 


(c) The operations of Southern Carbon Company, La Del Oil Properties, Inc., 
The Amalgamated Company, Inc., and The Peerless Carbon Black Company, al- 
though in name carried on as separate entities are, in fact, those of an integrated 
system known as “Southern Carbon Company” ; 

(d) La Del Oil Properties, Inc., The Amalgamated Company, Inc., and The 
Peerless Carbon Black Company own mineral interests, wells and field pipe- 
lines and sell all of a major portion of their gas production to Southern Carbon 
Company, which company in turn supplies approximately 21% of the natural gas 
requirements of Mississippi River Fuel Corporation ; 

The Commission finds that: 

It is necessary and proper, in the public interest, and to aid in the enforcement 
of the provisions of the Natural Gas Act that the investigation herein be enlarged 
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for the purpose of enabling the Commission to determine (1) whether La Del 
Oil Properties, Inc., The Amalgamated Company, Inc., and The Peerless Carbon 
Black Company are natural-gas conipanies within the meaning of the Natural 
Gas Act, and (2) whether, in connection with any transportation and sale of 
natural gas subject to the jurisdiction of the Commission, any rates, charges, or 
classifications demanded, observed, charged, or collected, or any rules, regulations, 
practices, or contracts affecting such rates, charges, or classifications are unjust, 
unreasonable, unduly discriminatory, or preferential ; 

The Commission orders that: 

(A) The investigation instituted herein by the Commission's order of April 
6, 1943, be and the same is hereby enlarged to include an investigation of La Del 
Oil Properties, Inc., The Amalgamated Company, Inc., and The Peerless Carbon 
Black Company for the purpose of enabling the Commission : 

(i) To determine whether each of said companies is a natural-gas company 
within the meaning of the Natural Gas Act; 

(ii) To determine, with respect to each of said companies, whether, in con- 
nection with any transportation or sale of natural gas subject to the jurisdiction 
of the Commission, any rates, charges, or classifications demanded, observed, 
charged, or collected, or any rules, regulations, practices or contracts affecting 
such rates, charges, or classifications are unjust, unreasonable, unduly discrimi- 
natory, or preferential; and 

(iii) If the Commission, after a hearing has been had, shall find that said 
companies are natural-gas companies within the meaning of the Natural Gas 
Act, and that any of their rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of this Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, to determine and fix by 


appropriate order or orders, just and reasonable rates, charges, classifications, 
rules, regulations, practices, or contracts to be thereafter observed and in force; 

(B) La Del Oil Properties, Inc., The Amalgamated Company, Inc., and The 
Peerless Carbon Black Company be and they are hereby made parties subject 
to the investigation heretofore instituted by order of April 6, 1943, designated 
as docket No. G-462. 


Order fixing date for oral argument 


The Ohio Public Service Company 


(Docket No. IT-5563) 
July 27, 1943 


It appearing to the Commmission that: 

(a) Subsequent to the hearing and the filing of briefs in this proceeding, the 
Commission adopted its opinion and order In the Matter of The Connecticut Light 
and Power Company, docket No. I'T-5665, supra, p. 182, 44 P. U. R. (N. 8.) 170 
and the Courts rendered decisions in Jersey Central Power ¢ Light Company Vv. 
Federal Power Commission and New Jersey Power ¢ Light Company v. Federal 
Power Commission, 319 U. S. 61, 87 L. ed. 869, and Hartford Electric Light Com- 
pany v. Federal Power Commission (C. C. A. 2), 131 Fed. (2d) 953 (certiorari 
denied, 319 U. 8S, 741, 87 L. ed. 927), which relate to and dispose of many of 
the issues raised in this proceeding ; 

(b) Opportunity should be accorded counsel for the respondent, The Ohio 
Public Service Company, and counsel for the Commission, to present their con- 
tentions in this proceeding in the light of the decisions referred to above; 

The Commission orders that: 
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Oral argument in this proceeding will be heard by the Commission sitting 
en banc, on September 15, 1948, at 9:45 a. m. (BE. W. T.) in the Hearing Room 
of the Federal Power Commission, 1800 Pennsylvania Avenue NW., Washington, 
D. C. 


Order to show cause 


The Montana Power Company 


(Docket No. IT-5840) 
July 27, 1943 





It appearing that: 
(a) The Montana Power Company, a New Jersey corporation, having its 
principal office at Butte, Montana, owns, operates, and maintains seven hydro- 
electric power projects in the State of Montana in and along the Missouri River 
as follows: 

In Lewis and Clark County near Helena: Canyon Ferry project, constructed 
1898, 7,500 kw capacity; Hauser Lake project, constructed 1907, 18,000 kw 
capacity; and Holter project, constructed 1918, 50,000 kw capacity; 

In Cascade County near Great Falls: Black Eagle project, constructed 1891, 
18,000 kw capacity ; Rainbow project, constructed 1910, 35,000 kw capacity; Ryan 
(Volta) project, constructed 1910, 60,000 kw capacity; and Morony project, 
eonstructed 1930, 45,000 kw capacity; 

(b) Each of said projects includes in its facilities a dam entirely across the 
Missouri River, a reservoir, a powerhouse, and other works incidental thereto; 

(c) The Missouri River is formed near Three Forks, Montana, by the con- 
fluence of the Gallatin, Madison, and Jefferson Rivers and flows in a general 
northerly direction to Great Falls and thence in an easterly and northeasterly 
direction through the northern and eastern portion of Montana on its way to the 
Mississippi River ; 

(ad) The Missouri River has been used and is suitable for use in its natural 
and improved condition for the transportation of persons and property in inter- 
state commerce and is a navigable water of the United States; 

(e) On June 12, 1934, The Montana Power Company filed an application for 
license from this Commission for two storage reservoirs on the Madison River 
known as the Hebgen and Madison development designated as project No. 1274, 
which storage reservoirs are used to augment the low-water flow through each 
of the seven power projects listed in paragraph (a) above; the license applied 
for has not been issued by the Commission for various reasons, and the issuance 
thereof may affect the licensing of the seven power plants referred to above; 

(f) By letter dated March 25, 1942, The Montana Power Company was advised 
of the necessity for a license from this Commission for continuous maintenance 
and operation of the seven power projects listed in paragraph (a) above, and 
some correspondence has been exchanged between the company and the Commis- 
sion, but up to the present time no application for a license for any of these 
projects has been received by the Commission ; 

(g) Each of the seven power projects listed in paragraph (@) above was con- 
structed and is operated and maintained for the purpose of developing hydro- 
electric power without any permit or valid existing right-of-way granted prior 
to June 10, 1920, or any license granted pursuant to the Federal Water Power 
Act, or the Federal Power Aet,; and the operation and maintenance of each of 
said power projects has been and is in violation of the Federal Power Act; 
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The Commission, upon consideration of the premises, finds that: 
In order to effectuate the provisions of the Act in the public interest, action 


should be taken as hereinafter provided to determine the issues presented herein ; 
and mH 


It is ordered that: 

On or before October 1, 1943, The Montana Power Company shall show cause, 
if any there be, under oath, why: 

(i) It should not forthwith apply for and secure from the Commission appro- 
priate authorization for the operation and maintenance of each of the aforesaid 
seven hydroelectric projects referred to in paragraph (a) above in and along the 
Missouri River near Helena and Great Falls, Montana, in accordance with the 
pertinent provisions of the Federal Power Act and the rules and regulations of 
the Commission thereunder; or 

(ii) The Commission should not make such other order or orders as it may find 
appropriate, expedient and in the public interest to develop, conserve, and utilize 
the navigation and water power resources of the region in which said portion of 
the Missouri River is located, and the Madison and Hebgen dams referred to on 
the Madison River are located and to conserve and protect the interests of the 
United States. 


Order amending temporary certificate of public convenience and necessity 


Consolidated Gas Utilities Corporation 
(Docket No. G-438) 
July 30, 1943 


Upon, consideration of the application filed March 19, 1943, and thereafter 
supplemented by Consolidated Gas Utilities Corporation (hereinafter applicant) 
for amendment of the temporary certificate of public convenience and necessity 
issued by the Commission February 23, 1943, authorizing certain connections 
with and service to The Gas Service Company (heremafter Gas Service), and 
other pertinent material in the Commission’s records and files in this docket ; and 

It appearing to the Commission that: 

(a) Applicant seeks an amendment of the temporary certificate removing the 
present limitation of deliveries through such connections to not more than ten 
million cubic feet of natural gas per day; 

(b) Such limitation was prescribed in the temporary certificate upon the 
showing theretofore made by applicant of its ability so to deliver gas to Gas 
Service ; . 

(c) The application for amendment as supplemented shows that applicant 
is able at times to deliver in excess of such volumes and that by certain directives 
of the War Production Board, applicant is required so to deliver the maximum 
volume it can make available but not less than ten million cubic feet per day; 

(d) The terms of the amendment hereinafter provided are in accord with the 
provisions of such directives ; 

The Commission finds that: 

The amendment of the aforesaid temporary certificate hereinafter provided 
is necessary to supply Gas Service and assure the maintenance of adequate 
service in the present war emergency ; 

The Commission orders that: 

The ordering clause of the temporary certificate be and it is hereby amended 
to read: 
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“A temporary certificate of public convenience and necessity be and it is hereby 
issued for the duration of the present war emergency, but not beyond ninety days 
after the cessation of hostilities, authorizing applicant to construct, install, and 
operate the aforesaid facilities for the delivery to Gas Service of such volumes 
of natural gas as applicant may deliver without curtailing its present customers, 
except pursuant to curtailment orders of the War Production Board, upon the 
following express terms and conditions: 

(A) The issuance of this temporary certificate is without prejudice to the 
authority of the Commission with respect to rates, valuation, costs, services, 
accounts or any other matters whatsoever in any proceeding now pending before 
the Commission or which may come before the Commission with respect to 
applicant, or the facilities herein authorized to be constructed, installed, and 
operated, and nothing herein shall be construed as an acquiescence by the Com- 
mission in any estimate or determination of cost, or any valuation of property 
claimed or asserted by applicant, nor shall it be considered as a determination 
of service area under section 7 (f) of the Natural Gas Act, as amended. 

(B) In the event applicant desires to continue such facilities and operations 
beyond the period of this temporary certificate, applicant shall then file formal 
application for certificate of public convenience and necessity therefor in the 
manner prescribed by the Commission under the Natural Gas Act, as amended. 

(C) Upon failure of applicant to comply with any term or condition herein, 
or upon favorable determination by the Commission of an application filed 
pursuant to paragraph (B) above, this temporary certificate shall cease to have 
any force or effect.” 
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Order issuing certificate of public convenience and necessity 
Carnegie Natural Gas Company 


(Docket No. G—263) 
August 8, 1943 





Upon consideration of the application filed by Carnegie Natural Gas Company 
on April 29, 1942, as amended February 27 and May 15, 1943, pursuant to section 
7 (c) of the Natural Gas Act, as amended, for a certificate of public convenience 
and necessity authorizing the continuation of operations by the company, subject 
to the Commission's jurisdiction, in which the company, on February 7, 1942, 
and susbsequent thereto, has been bona fide engaged ; and 

It appearing to the Commission that ; 

(a) Carnegie Natural Gas Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, by means of its natural gas pipe lines and appurtenant facilities 
located in West Virginia and Pennsylvania and extending across the West 
Virginia-Pennsylvania state line; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4004, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale subject to the jurisdiction of this Com- 
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mission, over the routes described in its application and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Carnegie Natural Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application as amended for the 
transportation and sale of natural gas subject to the jurisdiction of this Com- 
mission ; 

(B) This certificate is without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Hanley and Bird 


(Docket No. G-316) 
August 3, 1943 


Upon consideration of the application filed May 7,°1942, as amended April 5, 
1943, by Hanley and Bird, a partnership, pursuant to section 7 (c) of the Natural 
Gas Act, as amended, for a certificate of public convenience and necessity au- 
thorizing the continuation of operations by the partnership, subject to the Com- 
mission’s jurisdiction, in which the partnership, on February 7, 1942, and sub 
sequent thereto, has been bona fide engaged ; and 

It appearing to the Commission that: 

(a) Hanley and Bird (hereinafter referred to as “applicant”) is engaged in 
the transportation of natural gas in interstate commerce by means of its natural 
gas pipelines and appurtenant facilities located in New York and Pennsylvania 
and extending across the New York-Pennsylvania state line, and in the sale in 
interstate commerce of natural gas in Pennsylvania, New York and West Virginia 
for resale for ultimate public consumption in states other than those in which 
the gas is produced ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4006, aid no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the t»nsportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
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over the routes described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies with 
the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Hanley and Bird authorizing its continued operation of its facilities, which 
were in bona fide operation on February 7, 1942, and have been so operated since 
then, as described in its application as amended, for the transportation and sale 
of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate is without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determina- 
tion of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas Act 
and any pertinent rules, regulations or orders heretofore or hereafter issued by 
* the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 





Order authorizing and approving acquisition of securities and merger of facilities 
Otter Tail Power Company and Interstate Power Company of North Dakota 
(Docket No. IT-—5833) 

August 3, 1943 


Otter Tail Power Company (hereinafter referred to as “Otter Tail”), a cor- 
poration having its principal business office at Fergus Falls, Minnesota, on July 
1, 1943, applied for an order, pursuant to section 203 of the Federal Power Act, 
authorizing and approving the acquisition of the outstanding bonds, stocks, and 
epen book account indebtedness of Interstate Power Company of North Dakota 
(hereinafter referred to as “Interstate of North Dakota”), a corporation having 
its principal business office at Dubuque, Iowa. At the same time, Otter Tail and 
Interstate of North Dakota jointly applied for authority pursuant to said section 
to consolidate the facilities of Interstate of North Dakota with those of Otter 
Tail; and further applied for an order approving the transfer from Interstate 
of North Dakota to Otter Tail of that certain Presidential Permit dated August 
18, 1941, authorizing Interstate of North Dakota to operate and maintain a sub- 
station at the boundary line of the United States and Canada for the importation 
of electric energy into the United States. (The application, insofar as it per- 
tains to the transfer of the Presidential Permit, is the subject of a separate 
order in docket No. IT-5591.) 

From the verified applications, the record thereon, the annual report (FPO 
Form No. 1), for the year 1942 of Otter Tail, and the power system statement 
(FPC Form No, 64-A) for the year 1942 of Interstate of North Dakota, it appears 
that: 

(a) Due written notice of the aforesaid applications has been given to the 
Public Service Commission of North Dakota, the Public Utilities Commission of 
South Dakota, the Railroad and Warehouse Commission of Minnesota, and the 
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Governor of each of those States. Notice of the applications was also published 
in the Federal Register on July 13th, stating that any person desiring to be heard 
or to make any protest with reference to the applications should file a petition 
or protest on or before July 28, 1943-: No protest or petition or request to be 
heard in opposition to the granting of such applications has been received. 

(0) Otter Tail has entered into a contract (a copy of which is set forth 
as Exhibit L to said applications) with Interstate Power Company, a Delaware 
corporation and the parent company of Interstate of North Dakota, whereby 
Otter Tail agrees to purchase from Interstate Power Company, and the latter 
agrees to sell to Otter Tail, 314 shares of common stock, having a par value of 
$100 per share, and $75,000 principal amount of First Mortgage Gold Bonds, 
5%, due January 1, 1957, of Interstate of North Dakota, being all of its stock 
and bonds outstanding, and also an account payable from Interstate of North 
Dakota to Interstate Power Company amounting to $99,438.84 as of February 
28, 1948. The consideration which Otter Tail is to pay to Interstate Power 
Company for the aforesaid securities, including the open account indebtedness, 
is the sum of $125,000 in cash. The consideration is subject to adjustment, 
from February 28, 1943, to the date of closing the transaction, for payments 
made on the indebtedness of Interstate of North Dakota to Interstate’ Power 
Company, advances from Interstate Power Company to Interstate of North 
Dakota, and for interest at 3% per annum on the cash consideration. 

(c) Otter Tail proposes to make payment in full of said purchase price 
without any financing or borrowing. ‘ 

(d@) After such acquisition of securities, Otter Tail proposes forthwith to 
liquidate Interstate of North Dakota into itself, and all of the operating 
facilities of Interstate of North Dakota will thereupon be merged and consoli- 
dated with the operating facilities of Otter Tail. Such facilities of Interstate 
of North Dakota consist of facilities for the transmission, distribution and 
sale of electric energy in Pembina County, North Dakota, partially adjoining . 
and contiguous to areas served by Otter Tail’s present facilities. Upon acqui- 
sition of the facilities of Interstate of North Dakota and as soon as war-time 
conditions will permit, Otter T'ail proposes to build a transmission line con- 
necting and integrating such facilities with its present facilities and to supply 
energy from its present facilities. Otter Tail further proposes to use the present 
transmission lines and distribution systems of Interstate of North Dakota in 
substantially the same manner as at present. The system now owned and 
operated by Interstate of North Dakota will thus have a source of energy supply 
from the present Otter Tail system in addition to its present source of supply. 

(e) The Securities and Exchange Commission has approved the proposed 
sale of the securities and open account indebtedness of Interstate of North 
Dakota by Interstate Power Company to Otter Tail. 

(f) The Public Service Commission of North Dakota has approved the 
proposed acquisition by Otter Tail of the securities and open account indebted- 
ness of Interstate of North Dakota and the proposed merger of Interstate of 
North Dakota and Otter Tail. 

The Commission, having considered the aforesaid applications and materials 
above referred to, finds that: 

(1) Applicant Otter Tail is a corporation organized and existing under and 
by virtue of the laws of the State of Minnesota and is engaged principally in 
the business of generating, transmitting and distributing electric energy within 
the States of Minnesota and North Dakota and in transmitting to and dis- 
tributing electric energy within the State of South Dakota. It owns and 
operates facilities, among others, for the transmission and for the sale at whole- 
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sale of electric energy which is transmitted from one or more of said States 
and consumed by persons other than the transmitter thereof at points outside 
a State from which it is transmitted. Such facilities are facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce. 
Applicant Otter Tail is, therefore, a public utility within the meaning of that 
term’ as used in section 203 of the Federal Power Act. 

(2) Applicant Interstate of North Dakota is a corporation organized and 
existing under and by virtue of the laws of the State of North Dakota, and is 
engaged in the business of transmitting and distributing electric energy. It 
owns and operates facilities, among others, for the transmission and sale at 
wholesale of electric energy which is transmitted between the States of North 
Dakota and Minnesota, and consumed by persons other than the transmitter 
therecf, at points outside the State from which it is transmitted. Such facilities 
are facilities for the transmission and sale at wholesale of electric energy in 
interstate commerce. Applicant Interstate of North Dakota is, therefore, a 
public utility within the meaning of that term as used in section 203 of the 
Federal Power Act. 

(3) By the proposed transaction, Otter Tail will purchase, acquire and take 
securities of another public utility, and such transaction is subject to the 
requirements of section 203 (a) of the Federal Power Act. 

(4) By the proposed merger or consolidation, each of the applicants will 
merge or consolidate its facilities subject to the jurisdiction of the Commission 
with those of the other applicant within the meaning of the provisions of 
section 208 of the Federal Power Act. Such merger or consolidation is subject 
to the requirements of section 203 (a) of the Federal Power Act. 

(5) Neither Otter Tail nor Interstate of North Dakota is shown to be subject 
to the requirements of the Public Utility Holding Company Act of 1935, or of a 
rule, regulation or order thereunder in respect of either the proposed acquisition 
of securities or the proposed merger or consolidation, and such acquisition and 
merger or consolidation, therefore, are not exempt by section 318 of the Federal 
Power Act from the provisions of section 208 of that Act. 

(6) In recording the acquisition of Interstate of North Dakota assets on its 
books of account, Otter ‘Tail proposes to charge immediately to earned surplus 
the amount of the purchase price in excess of the sum of the original cost of 
fixed assets, as depreciated, plus the net amount of other proper debit and 
credit items. 

(7) The proposed acquisition of securities and merger or consolidation of 
facilities will tend to advance the integration of the facilities involved, and to 
improve service to the customers now supplied by Interstate of North Dakota, 
and will be consistent with the public interest. 

The Commission orders that: 

(A) The proposed taking or acquisition of securities by Otter Tail as 
described in the aforesaid applications and the proposed merger or consolidation 
of facilities subject to the jurisdiction of the Commission be and the same 
hereby are authorized and approved on the terms and conditions set forth in 
the applications and subject to the terms hereof. 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 
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(C) This authorization shall expire unless acted upon within sixty (60) 
days after the date of this order. 

(D) Applicants shall report with reference to the subject matter hereof as 
required by the Commission’s Rules of: Practice and Regulations, and shall file 
the appropriate accounting entries within six months from the date of consumma- 


tion of the proposed merger as required by the provisions of the Uniform System 
of Accounts. 


Order approving disposition of amounts in Account 100.5, electric plant 
acquisition adjustments, and Account 107, electric plant adjustments 


The Twin State Gas & Electric Company 


(Docket No. IT-5843) 
August 3, 1943 


It appearing to the Commission that: 
(a) On July 31, 1939, The Twin State Gas & Electric Company (hereinafter 
sometimes called “Twin State”) filed with this Commission proposed reclassi- 
fication and original cost studies of electric plant pursuant to the requirements 
of electric plant accounts instruction 2-D of this Commission’s Uniform System 
of Accounts and the order of May 11, 1937; 

(bo) As a result of deficiencies in these studies, Twin State was requested to, 
and did, prepare revised studies, which were filed with the Commission on 
March 10, 1942; 

(c) Thereafter, an examination of the revised studies, which was made at 
Twin State’s offices, having revealed that additional revisions were necessary, 
Twin State made these additional revisions and filed them with the Commission 
on May 8, 1942; 

(@) Twin State, in its studies as finally revised, has classified $82,356.76 in 
Account 100.5, electric plant acquisition adjustments, purporting to represent 
the excess of cost of acquired electric properties over estimated original cost, 
and $3,591,090.59 in Account 107, electric plant adjustments, representing write- 
ups and other erroneous charges ; 

(e) On April 5, 1943, Twin State submitted for the Commission’s approval 
plans for the disposition of amounts classified in Accounts 100.5 and 107; 

(f) Twin State intends to dispose of its assets to other operating utilities, 
subject to the approval of the regulatory bodies having jurisdiction thereof, and 
its proposed plans of disposition are affected by these proposed sales, since all 
of the $82,356.76 classified in Account 100.5, and $2,666,727.98 of the amount 
classified in Account 107, are segregated in Twin State’s plant accounts ac- 
cording to states of location and are identified with the properties to be sold 
to the respective purchasers ; * 


1The Securities and Exchange Commission (Release No. 4285, dated May 1, 1943) has 
approved the sale by Twin State of its electric distribution system and inc‘dental assets in 
the Town of Hoosick and the Village of Hoosick Falls, New York, to New York Power and 
Light Corporation. 

On March 1, 1943, Twin State entered into an agreement with Public Service Company 
of New Hampshire for the sale of Twin State’s New Hampshire properties at cost to Twin 
State Iess book depreciation reserve. Twin State's application for approval of this gale is 
pending before the Securities and Exchange Commission. 

Twin State and Central Vermont Public Service Corporation propose to enter into an 
agreement of merger to be effective as soon as practicable after the aforedescribed sales, 
whereby Central Vermont will acquire all the remaining rights and properties of Twin State 


on the basis of original cost less book depreciation reserve plus certain of Twin State’s 
liabilities. 
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(g) Twin State proposes to dispose of all the $82,356.76 classified in Account 
107, in conjunction with the sale of its assets as follows: 





Amounts classified in 


Accounts No. 
100.5 107 
To be disposed of through charge to Account 271, earned surplus: 
Amounts related to property in— 

SE RR ote. t= ol, cis ieee neo shinehscunabaoubanebbuaaenbiee $24, 928. 33 $90, 243. 89 
BEG SINE 3. 353... SdsundacsivddoDicdatimeddctenndducbcbaasibanbadianamains 938, 320. 46 
Ub hnitint tthhidacytadeddmhhmiigtvndiiens sag abeaeiienns tine 93, 251. 05 1, 638, 163. 63 
i a lala ee hele <eoaeding ound 118, 179. 38 2, 666, 727. 98 

To be applied as a reduction of sale price: Credit balance in Account 
100.5, applicable to property in New Hampshire.-...................... GG CER GIP. nknccceutsctuan 


Total to be disposed of in connection with sale of Property isisteaihie 82, 356. 76 2, 666, 727. 98 


(h) Twin State proposes to dispose of the balance of the amount classified 
in Account 107, namely, $924,362.61, as follows: 
Account Amount 
To Account 108, Other utility plant, representing correction of 
erroneous classifications between electric and gas plant of acquisi- 
tion costs and classified construction additions and retirements__ $41, 060. 64 
To Account 110, Other physical property, representing miscellaneous 


land, structures and water rights, not used in utility service_._.___ 10, 194. 80 
To Account 131, Materials and supplies, representing miscellaneous 
transformer parts erroneously charged to electric plant-...___-__ 471. 00 


To Account 151, Capital stock expense, representing various items 

purporting to have arisen in connection with the issuance and sale 

8 COREG CON i ciacdig reictcnnnetantiiainda iin lenicnsdicbinetitalte ill 7 185, 686. 47 
To Account 250, Reserve for depreciation, representing net adjust- 

ment of recorded retirements and unrecorded retirements disclosed 

Car. Seewnety 06: DORR EI inndik pikes cimithitnin gp nwtthiniewtolginaicnnaniils 686, 949, 70 


The Commission finds that: 

(1) Twin State owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and is, therefore, a 
“public utility” subject to the jurisdiction of the Federal Power Act and this 
Commission’s accounting requirements ; 

(2) Twin State’s proposed plans for the disposition of the amounts classified 
in Accounts 100.5 and 107, as described in paragraphs (g) and (h) hereof, 
are in conformity with sound principles of accounting and the Commission's 
Uniform System of Accounts; 

The Commission orders that: 

(A) Twin State dispose of the amount of $82,356.76, classified in Account 
100.5, as described in paragraph (g) hereof; 

(B) Twin State dispose of the amount of $2,666,727.98 classified in Account 
107, as described in paragraph (g) hereof, and of the amount of $924,362.61, 
classified in Account 107, as described in paragraph (h) hereof; 


2 As an incident to the merger of its properties with Central Vermont, Twin State proposes 
to dispose of this amount from Account 151, by a charge to Account 271, earned surplus, 
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(C) Twin State submit within thirty (30) days from the date of service 
of this order, certified copies of the entries giving effect to the dispositions 
described in paragraph (h) hereof and, upon consumms‘ion of the sales of 
property described in this order, certified copies of the entries giving effect to 
the dispositions described in paragraph (g) hereof; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1985 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order instituting investigation, consolidating. certain proceedings, and setting a 
hearing thereon 


Kansas-Nebraska Natural Gas Company, Inc., The Fin-Ker Oil & Gas Production 
Company (of Kansas), The Tri-County Gas Company (of Kansas), Kansas 
Natural Gas Inc. 


(Docket Nos. G-325, G-852, G-464, G-494) 
August 4, 1943 


It appearing to the Commission that: 

(a) Kansas-Nebraska Natural Gas Company, Inc., filed an application on June 
11, 1943 (which application was in lieu of and in substitution for an application 
upon the same subject matter filed by the same corporation on April 13, 1943) 
seeking a certificate of public convenience and necessity under section 7 of the 
Natural Gas Act, as amended, for authority to construct and operate certain fa- 
eilities for the transportation of natural gas in interstate commerce and for the 
sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption for domestic, commercial, industrial, or other uses, which application 
was received by the Commission and designated docket No. G-464; 

(b) At a public hearing held on June 22 and 23, 1943, pursuant to order en- 
tered in said proceeding, docket No. G-464, on June 1, 1943, it was developed that 
Kansas-Nebraska Natural Gas Company, Inc., has heretofore constructed and now 
operates a certain 500 h. p. compressing station at or near Holcomb, Finney 
County, Kansas, on a pipe line belonging to The Tri-County Gas Company 
(of Kansas) running from a point at or near Holcomb, Finney County, Kansas, 
northwardly to a point at or near Scott City, Scott County, Kansas, at or near 
which point connection is made between the said line and the “main 8 inch 
transmission line” of Kansas-Nebraska Natural Gas Company, Inc., and that 
Kansas-Nebraska Natural Gas Company, Inec., and The Tri-County Gas Company 
(of Kansas) operate said Holcomb-to-Scott City line jointly for the transportation 
and sale of natural gas in interstate commerce; 

(c) Kansas-Nebraska Natural Gas Company, Inc., has neither sought: nor 
received authorization from this Commission for its operations described in para- 
graph (6) above; 

(d@) At the said public hearing, it was impossible to adequately and fully de- 
velop the facts, conditions, practices or matters as well as the relations (operat- 
ing, financial, contractual or other) between and among Kansas-Nebraska Nat- 
ural Gas Company, Inc., The Tri-County Gas Company (of Kansas), The Fin- 
Ker Oil & Gas Production Company (of Kansas), and Kansas Natural Gas Inc., 
and such other, if any there be, companies involved in the operations described in 
paragraph (b) above; 
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(e) The Fin-Ker Oil & Gas Production Company (of Kansas), a corporation 
of the State of Kansas, with its principal office and place of business located 
at Holcomb, Kansas, on May 8, 1942, filed an application .with this Commission 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, as amended, with, however, a claim and assertion that 
it is exempt from any and all provisions of the Natural Gas Act, as amended, 
which application was received -by the Commission and designated docket No. 
G-352; 

(f) From the May 8, 1942, application of The Fin-Ker Oil & Gas Production 
Company (of Kansas), the company may be a natural-gas company within the 
meaning of the Natural Gas Act, as amended; 

(g) The Tri-County Gas Company (of Kansas), a corporation of the State 
of Kansas, with its principal office and place of business located at Holcomb, 
Kansas, on May 8, 1942, filed an application with this Commission for a certificate | 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, as amended, with, however, a denial that it is a natural-gas company within 
the meaning of the Natural Gas Act, as amended, and an assertion that the com- 
pany is not subject to the said Act, as amended, which application was received 
by the Commission and designated docket No. G-325; 

(h) From the May 8, 1942, application of The Tri-County Gas Company (of 
Kansas) and the operations described in paragraph (b) above the company may 
be a natural-gas company within the meaning of the Natural Gas Act, as amended; 

(4) Kansas Natural Gas Inc., First National Bank Building, Hays, Kansas, is 
a party to certain contracts with The Fin-Ker Oil & Gas Production Company 
(of Kansas), The Tri-County Gas Company (of Kansas), and Kansas-Nebraska 
Natural Gas Company, Inc., involving purchases and sales in interstate com- 
merce of natural gas for resale for ultimate public consumption for domestic, 
commercial, industrial, or other uses, and, therefore, may be a natural-gas com- 
pany within the meaning of the Natural Gas Act, as amended ; 

The Commission finds that: 

(1) It is necessary and appropriate, in the public interest, to carry out and 
aid in the enforcement of the provisions of the Natural Gas Act, as amended, 
that an investigation be instituted by the Commission, as hereinafter provided, 
into the facts, conditions, practices and matters herein referred to, and to 
determine : 

(i) Whether Kansas-Nebraska Natural Gas Company, Inc., should be required 
to amend its presently pending application filed June 11, 1943, to include therein 
its operations and joint operations described in paragraph (b) above; 

(ii) The operating, contractual, financial, or other relationships, if any, of, 
between, and among Kansas-Nebraska Natural Gas Compny, Inc., The Fin-Ker 
Oil & Gas Production Company (of Kansas), The Tri-County Gas Company (of 
Kansas) and Kansas Natural Gas Inc. ; 

(iii) Whether The Fin-Ker Oil & Gas Production Company (of Kansas) is a 
natural-gas company within the meaning of the Natural Gas Act, as amended, 
and should be granted, pursuant to section 7 thereof, a certificate of public con- 
venience and necessity upon its application heretofore filed on May 8, 1942; 

(iv) Whether The Tri-County Gas Company (of Kansas) is a natural-gas 
company within the meaning of the Natural Gas Act, as amended, and should 
be granted, pursuant to section 7 thereof, a certificate of public convenience and 
necessity upon its application heretofore filed on May 8, 1942; 

(v) Whether Kansas Natural Gas Inc., is a natural-gas company within the 
meaning of the Natural Gas Act, as amended, and should be required to obtain a 
certificate of public convenience and necessity under section 7 thereof ; 
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Wherefore, the Commission orders that: 

(A) The record in Kansas-Nebraska Natural Gas Company, Inc., docket No. 
G-464, heretofore closed on June 23,:1943, is hereby reopened for the purposes 
of consolidation with the other and related proceedings herein mentioned, and 
.for the taking of additional evidence and testimony as set out in paragraphs 
(C), (D), and (H) below, and upon such other matters involved and issues as 
are presented in the proceeding; 

(B) The proceedings and matters in The Tri-County Gas Company (of Kan- 
sas), docket No. G-325; The Fin-Ker Oil & Gas Production Company (of Kan- 
sas), docket No. G-352; Kansas—Nebraska Natural Gas Company, Inc., docket 
No. G-464; and a new proceeding instituted as hereinafter provided, Kansas 
Natural Gas Inc., docket No. G-494, be and hereby are consolidated for the pur- 
poses of investigation and public hearing; 

(C) Said public hearing shall be held commencing October 6, 1943, at 9: 45 
a. m., in U. 8. District Court Room, Post Office and Court House Building, To- 
peka, Kansas, respecting the matters involved and the issues presented in these 
proceedings ; 

(D) Kansas-Nebraska Natural Gas Company, Inc., appear at said public hear- 
ing and there introduce proper, relevant, and material evidence of its facilities 
sales, and operations to the extent necessary for a determination by the Com- 
mission of whether or not the Commission should require said company to 
amend its presently pending application of June 11, 1943, to include therein the 
operation by the said company of the Holcomb compressing station and the joint 
operation by the company with The Tri-County Gas Company (of Kansas) of the 
“Holcomb-Scott City” pipe line in the manner more fully described in paragraph 
(b) above; 

(E) The Fin-Ker Oil & Gas Production Company (of Kansas) appear at said 
public hearing and there introduce proper, relevant, and material evidence of 
its facilities, sales, and operations to the extent necessary and appropriate for 
a determination by the Commission of whether or not the company is a natural- 
gas company within the meaning of the Natural Gas Act, as amended, and should 
be granted a certificate of public convenience and necessity upon its May 8, 1942, 
application ; 

(F) The Tri-County Gas Company (of Kansas) appear at said public hearing 
and there introduce proper, relevant, and material evidence of its facilities, sales, 
and operations to the extent necessary and appropriate for a determination by 
the Commission of whether or not the company is a natural-gas company within 
the meaning of the Natural Gas Act, as amended, and should be granted a cer- 
tificate of public convenience and necessity upon its May 8, 1942, application; 

(G) An investigation be and it hereby is instituted into the aforesaid Kansas 
Natural Gas Inc., docket No. G-494, and the said Kansas Natural Gas, Inc., shall - 
appear at said public hearing and there introduce proper, relevant, and material 
evidence of its facilities, sales, and opérations to the extent necessary and ap- 
propriate for a determination by the Commission of whether or not the cor- 
poration is a natural-gas company within the meaning of the Natural Gas Act, 
as amended, and should not be, therefore, required to file an application for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, as amended ; 

(H) The showing to be made, as provided in paragraphs (D) to (G), in- 
clusive, above, shall include a showing of the operating, contractual, and financial 
relationships, if any, of the companies with each other, and with any other 
company that may be subject to the jurisdiction of the Commission under the 
Natural Gas Act, as amended; 
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(I) The hearing shall also be held for the purpose of affording to said com- 
panies an opportunity to be heard with respect to all matters hereinabove re- 
ferred to, and for the purpose of investigating and determining the facts and 
circumstances surrounding such matters; 

(J) Interested State commissions may participate in this proceeding, as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations under 
the Natural Gas Act. 


Order modifying order authorizing transmission of electric energy to Mewico 
San Diego Gas & Electric Company 


(Docket No. IT-5743) 
August 10, 1943 


Upon application filed July 24, 1943, on behalf of San Diego Gas & Blectric 
Company, of San Diego, California, for modification of the Commission’s order 
of July 28, 1942, to authorize an increase in the rate of demand at which elec- 
tric energy may be transmitted to Mexico by the applicant pursuant to section 
202 (e) of the Federal Power Act; and 

It appearing that: 

(a) Paragraph (B) of the Commission’s order of July 28, 1942, limited the 
amount of electric energy authorized to be transmitted to Mexico at a point 
on the international boundary line, United States and Mexico, near Tia Juana, 
Baja California, Mexico, to 8,640,000 kilowatt-hours per year at a rate not 
to exceed 1,000 kilowatts ; 

(bv) The pending application requests that the rate at which it may transmit 
electric energy to Mexico at the aforesaid point be increased from 1,000 kilo- 
watts to 2,000 kilowatts; 

The Commission, having considered the application and the record thereon, 
finds that: 

The increase in the rate at which electric energy may be transmitted to Mexico 
as requested in the application will not impair the sufficiency of electric ‘supply 
within the United States, nor will it impede or tend to impede the coordination in 


the public interest of facilities subject to the jurisdiction of the Commission; 
and 


It is ordered that: 


Paragraph (B) of the aforesaid order of July 28, 1942, be and it is hereby 
changed to read as follows: 


“(B) The amount of electric energy herein authorized to be transmitted be 
* and it is hereby limited to 8,640,000 kilowatt-hours per year at a rate not to 
exceed 2,000 kilowatts ;” : 


Order granting approval of notice of taking depositions 
Hope Natural Gas Company 
(Docket No. G—481) 
August 10, 1948 


On July 29, 1943, the National Coal Association and United Mine Workers of 
America, intervenors in this proceeding, filed ‘with the Commission a joint 
notice of taking depositions, which was amended by an amended notice of taking 
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depositions filed August 5, 1948, and further amended by letter of August 10, 
1943, to read in part as follows: 

“Please take notice that it is the desive and intention of the Intervenors, 
National Coal Association and United Mine Workers of America, with the 
approval of the Federal Power Commission, tp take the depositions of the fol- 
lowing named persons at the times and places and before the officers hereinafter 
designated, to-wit: 

“L. L. Tonkin, President, Hope Natural Gas Company, 445 West Main Street, 
Clarksburg, West Virginia, and Harold B. Schum, President, River Gas Company, 
of the same address, to be examined before Ruth Wetzel Lowndes, a Notary 
Public, in Room 321, Harrison County Court House, Clarksburg, West Virginia, 
at 10 A. M., August 16, 1943, and if necessary to complete the taking of such 
depositions, on such later date, as soon thereafter as possible, and to which such 
examinations may be adjourned. 

“C. I. Weaver, President, Ohio Fuel Gas Company, 99 North Front Street, 
Columbus, Ohio, to be examined before Hazard Okey, a Notary Public, or a 
qualified substitute, at the office of Armstrong and Okey, in the Court House at 
Columbus, Ohio, at 10 A. M., on August 17, 1943, and/or if necessary to take 
or complete the taking of such deposition, on such other later date, as soon 
thereafter as possible, and to which such examination may be adjourned. 

“J. French Robinson, President, East Ohio Gas Company, 1405 East 6th Street, 
Cleveland, Ohio, to be examined before W. A. J. Warnament, a Notary Public, 
in the Conference Room at the Hollenden Hotel, Cleveland, Ohio, at 10 A. M., 
on the 18th. day of August, 1943, and/or if necessary to take or complete the 
taking of such deposition, on such other later date, as soon thereafter as possible, 
and to which such examination may be adjourned. 

“Fred A. Benkert, President, Peoples Natural Gas Company, 545 William Penn 
Way, Pittsburgh, Pa.; John J. Jacob, Jr., President, New York State Natural 
Gas Corporation of the same address; Charles B. Bennett, President of Manu- 
facturers Light and Heat Company, and also President of Fayette County Gas 
Company, 800 Union Trust Building, Pittsburgh, Pa.; all to be examined before 
Elizabeth Bunting, a Notary Public, at the Conference Room of the William Penn 
Hotel, Pittsburgh, Pa., at 10 A. M., on August 19, 1943, and/or if necessary to 
take or complete the taking of such depositions on such other later date, as 
soon thereafter as possible, and to which such examinations may be adjourned.” 

It appearing to the Commission that: 

(a) All parties to this proceeding have been duly served with a copy of said 
notices to take depositions, and no objections or protests thereto have been 
filed with the Commission ; 

(bd) By letter dated August 6, 1943, counsel for Hope Natural Gas Company 
advised the Commission that such company has no objection to the taking of 
the depositions and that such depositions may be helpful in shortening the 
hearing ; 

(c) Inasmuch as the hearing in this proceeding is set to commence August 31, 
1943, it is appropriate to carry, out the provisions of the Natural Gas Act that 
the taking and filing of such depositions be completed within a reasonable time 
before said hearing ; 

The Commission orders that: 

(A) The notice of taking depositions filed by the National Coal Association and 
United Mine Workers of America on July 29, 1943, as amended by amended notice 
of taking depositions filed August 5, 1943, be and the same is hereby approved; 

(B) Such depositions of the above-named witnesses be taken, as provided in 
sections 50.55-50.59 of the Commission’s Provisional Rules of Practice and 
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Regulations under the Natural Gas Act, at the above-mentioned times and places, 
subject, however, to the condition that the taking and filing thereof. be completed 
not later than August 28, 1943; 

(C) The testimony of the witnesses named above shall be taken orally, under 
oath, before the respective officers designated and shall be subject to cross- 
examination by counsel for the Commission and parties; the testimony, which 
shall be subject to appropriate objections by such counsel, shall be reduced to 
typewriting under the direction of the respective officers designated, after which 
the depositions shall be subscribed by the witnesses and certified in the usual 
form by said officers who shall file said depositions, so subscribed and certified, 
together with two copies thereof, with the Commission at its office in Washington, 
D. C., not later than August 28, 1948; . 

(D) Nothing herein shall be construed as passing upon the materiality or 
relevancy of the. evidence which National Coal Association and United Mine 
Workers of America seek to adduce by such depositions, 


Order issuing certificate of public convenience and necessity 
Public Service Corporation of Texas 


(Docket No. G-344) 
August 17, 1948 


Upon consideration of the application filed by Public Service Corporation of 
Texas on May 8, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged; and 

It appearing to the Commission that: 

(a) Public Service Corporation of Texas (hereinafter referred to as “appli- 
cant”) is engaged in the transportation of natural gas in interstate commerce 
and in the sale of natural gas in interstate commerce for resale for ultimate public 
consumption, by means of its natural gas pipelines and appurtenant facilities 
located in Texas and Oklahoma and extending across the Texas-Oklahoma State 
line; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4010, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and- exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Public Service Corporation of Texas authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
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been so operated since then, as described in its application, for the transportation 
and sale of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate is without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 


(E). Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Missouri Western Gas Company 


(Docket No. G-372) 
August 17, 1943 


Upon consideration of the application dated as of May 6, 1942, and filed by 
Missouri Western Gas Company, pursuant to section 7 (c) of the Natural Gas 
Act, as amended, for a certificate of public convenience and necessity authorizing 
the continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, has 
been bona fide engaged ; and 

It appearing to the Commission that: 

(a) Missouri Western Gas Company (hereinafter referred to as “applicant”) 
is engaged in the transportation of natural gas in interstate commerce by means of 
its natural gas pipelines and appurtenant facilities located in Kansas and Missouri 
and extending across the Kansas-Missouri State line; 

(b) Notice of the application has been duly served upon all interested parties; 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4008, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; ‘ 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas, subject to the jurisdiction of this Commission, over the routes 
described in its application and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby is- 
sued to Missouri Western Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
80 operated since then, as described in its application, for the transportation of 
natural gas subject to the jurisdiction of this Commission ; 
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(B) This certificate is without prejudice to the authority of the Commis- 
sion over rates, valuation, costs, services, accounts, or any other matter what- 
soever that may come before the Commission with respect to applicant or its 
facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 





Order issuing certificate of public convenience and necessity 
The Sylvania Corporation 
(Docket No. G-327) 
August 17, 1943 


Upon consideration of the application filed by The Sylvania Corporation on May 
7, 1942, as amended February 13 and April 10, 1943, pursuant to section 7 (c) 
of the Natural Gas Act, as amended, for a certificate of public convenience and 
necessity authorizing the continuation of operations by the company, subject to 
the Commission’s jurisdiction, in which the company, on February 7, 1942, and 
subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) The Sylvania Corporation (hereinafter witienen to as “applicant”) is en- 
gaged in the transportation of natural gas in interstate commerce and in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, by means of its natural gas pipe lines and appurtenant facilities located 
in New York and Pennsylvania and extending across the New York-Pennsylvania 
state line; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4010, and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application and exhibits attached thereto, and has 
so operated since that time; 

(3) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended) and complies with 
the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to The Sylvania Corporation authorizing its continued operation of its facilities, 
which were in bona fide operation on February 7, 1942, and have been so operated 
since then, as described in its application as amended, for the transportation and 
sale of natural gas subject to the jurisdiction of this Commission; 
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(B) This certificate is without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations, or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished to 
applicant. 


Order authorizing issuance of license (major) 


Turner Falls Power & Electric Company and Western Massachusetts Electric 
Company 


(Project No. 1889) 
August 24, 1943 


Upon joint application filed July 27, 1942, by Turners Falls Power & Blectric 
Company, of Turners Falls, Massachusetts, and Western Massachusetts Electric 
Company, of Greenfield, Masachusetts, for license under the Federal Power Act 
for constructed major project No. 1889 located on the Connecticut River at Turners 
Falls between the towns of Gill and Montague in Franklin County, Massachusetts ; 
and 

It appearing that: 

(a) The project consists of a concrete dam in two sections called the Gill dam 
and the Montague dam, the Giil dam being about 36 feet high and 415 feet long and 
the Montague dam being about 35 feet high and 680 feet long; a headgate house 
and headgate section 214 feet long; a canal about 2 miles long; a short branch 
canal to a powerhouse known as No. 1 Station, about 130 feet long and 61 feet 
wide having installed capacity of about 8,770 horsepower operating under a head 
of about 43.7 feet; a powerhouse known as Cabot Station about 235 feet long 
and 80 feet wide having installed capacity of about 75,000 horsepower operating 
under a head of about 60 feet; a single-circuit and a double-circnuit, 13,200-volt 
transmission line, connecting No. 1 Station and Cabot Station; and two 66,000- 
volt and two 110,000-volt transmission circuits between Cabot Station and the 
Montague switching station located about 200 feet across the project canal; 

(b) The water power development at Turners Falls was originally constructed 
prior to 1870 to supply water power to mills between the canal and the river for 
the operation of machinery therein contained; construction of the hydroelectric 
project was begun in 1904 with the construction of No. 1 Station and enlarged 
in 1913 by the construction of Cabot Station, the several generating units having 
been placed in service from 1905 to 1917; 

(c) The assets and property of Turners Falls Power & Electric Company were 
acquired by Western Massachusetts Electric Company, effective as of January 1, 
1943, by merger and consolidation of facilities, authorized and approved by the 
Commission on December 17, 1942; 

(d) The two companies requested that the license, if issued after the taking 
effect of such merger and consolidation, be issued to Western Massachusetts 


Electric Company, which latter company will hereinafter be referred to as the 
applicant ; 
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(e) The Secretary of War and the Chief of Engineers have approved the plans 
of the project structures affecting navigation, subject to certain conditions as 
hereinafter provided ; 

(f) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has informed the Commission that a fishway is now in operation at 
Turners Falls dam and that no other provisions for the protection of fish life 
need be made at this time; ! 

(g) The Connecticut River, from its mouth up to and above Turners Falls, 
is a navigable water of the United States as found by the Commission on March 4, 
1941 (In the Matter of Bellows Falls Hydro-Electric Corporation, et al., docket 
No. IT-5584, 2 F. P. C. 380) ; 

(h) Three corporations (Keith Paper Company, The Kendall Company, and 
Hsleeck Manufacturing Company) owning manufacturing plants between the 
canal of the applicant and the Connecticut River have alleged contract rights in 
perpetuity to draw water from said canal for the operation of their plants subject 
to the payment of certain annual rents; 

(i) Water diverted by the three industrial companies referred to in the pre- 
ceding paragraph is not utilized as efficiently as water used through applicant’s 
power plant and the alleged contracts for use of water through such industrial 
plants were entered into without appropriate Federal authority ; 

The Commission, having considered the spplication and the record thereon, 
including the record in docket No. IT-5755, finds that: 

(1) Inasmuch as Western Massachusetts Electric Company has acquired the 
assets and property of Turners Falls Power & Electric Company, the license 
should be issued to Western Massachusetts Electric Company ; 

(2) Western Massachusetts Electric Company is a corporation organized under 
the laws of the State of Massachusetts and has submitted satisfactory evidence 
of compliance with the requirements of all applicable State laws in so far as 
necessary to effect the purposes of a license for the project; 

(3) No application for a similar project or in conflict therewith is before the 
Commission ; 

(4) Public notice has been given as required by the Act; 

(5) Under present circumstances and conditions, the project is best adapted 
to a comprehensive plan for improving and developing the Connecticut River for 
the use and benefit of interstate commerce, for the improvement and utilization 
of water power development and for other beneficial public uses, including 
recreational purposes, although-the water supply is not being utilized in the 
most efficient manner possible with existing facilities; 

(6) The installed horsepower capacity of the project hereinafter authorized 
is 83,770 horsepower in twelve main generating units and the energy generated 
thereby is used for electric public utility purposes ; 

(7) In accordance with section 10 (d) of the Act, the rate of return upon the 
net investment in the project and the proportion of surplus earnings to be paid 
into and held in amortization reserves are reasonable as hereinafter specified ; 

(8) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Federal Power Act is reasonable as hereinafter fixed and specified in 
paragraph (D) below; 

(9) On December 23, 1987, the Commission ordered an investigation, under 
docket No. IT-5501, of the maintenance and operation of hydroelectric power 
developments (including the Turners Falls project) not under license from the 
Federal Power Commission and located on stfeams over which Congress has 
jurisdiction under its authority to regulate commerce with foreign nations and 
among the several States ; 
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(10) The maps, plans, specifications, and statements filed as part of the appli- 
cation and designated as Exhibits J, 1 sheet (FPC No. 1889-1), L, Sheets 1 to 9 
inclusive (FPC Nos. 1889-9 to 17 inclusive), and M, pages 1 to 17 inclusive, 
respectively, conform to the Commission’s rules and regulations; 

(11) In view of the war emergency the applicant should be allowed additional 
time within which to file Exhibits F and K required under the rules; 

(12) It is appropriate for the Commission during the present war emergency 
to reserve consideration of the validity of any alleged contract rights to withdraw 
water from the project canal but any such withdrawal of water should be 
subject to the conditions hereinafter provided ; 

It is ordered that: 

(A) A license be issued to Western Massachusetts Electric Company for a 
period effective as of January 1, 1988, and terminating June 30, 1970, for the 
operation and maintenance of the project, subject to the provisions of the Act 
and the rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
issued under section 4 (e) of the Act for such projects and the following special 
conditions : 

(i) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation; and the operation by the licensee of 
the project works of this project, so far as such operation involves the use, 
storage, and discharge from storage of waters affected by this license, shall at 
all times be controlled by such reasonable rules and regulations as the Secretary 
of War may prescribe in the interests of navigation, and as the Federal 
Power Commission may prescribe for the protection of life, health, and property 
and in the interest of the fullest practicable conservation and utilization of 
such waters for power purposes and for other beneficial public uses, including 
recreational purposes; and the licensee shall release water from the, reservoir 
at such rate in cubic feet per second or such volume in acre feet per specified 
period of time as the Secretary of War may prescribe in the interests of .nayi- 
gation or as the Federal Power Commission may prescribe for the other purposes 
hereinbefore mentioned ; 

(ii) The operation of any navigation facilities which may be constructed as 
a part of or in connection with any dam or diversion structure constituting a 
part of the project works of this project shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the 
control of the level of the pool caused by such dam or diversion structure, as 
may be made from time to time by the Secretary of War. Such rules and regu- 
lations may include the construction, maintenance, and operation by the licensee 
at its own expense of such lights and signals as may be directed by the Secretary 
of War; 

(iii) Whenever the United States shall desire to construct, complete, or improve 
navigation facilities in connection with said project, the licensee shall convey to 
the United States free of cost such of its lands and its rights-of-way and such 
rights of passage through the dam or other structures and permit such control 
of pools as may be required to complete, maintain, and operate such navigation 
facilities ; 

(iv) The licensee shall construct and install such appliances as are necessary 
for furnishing power for the operation of navigation facilities, including lights 
and signals, whether constructed by the licensee or by the United States; and 
shall furnish free of cost to the United States power for the operation of such 
navigation facilities ; 
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(v) The actual legitimate original cost and the accrued depreciation of the 
project as of the effective date of the license, namely, January 1, 1988, shall be 
determined in accordance with the Act and the Commission’s rules and regulations ; 

(vi) The licensee shall allow officers and employees of the United States show- 
ing proper credentials free and unrestricted access into, through, and across said 
project lands and project works in the performance of their official duties; 

(C) After the first 20 years of operation of the project under this license, 
namely, after December 31, 1957, six (6) percent per annum shall be the specified 
rate of return on the net investment in the project for determining surplus earn- 
ings in accordance with the provisions of section 10 (d) of the Act, for the estab- 
lishment and maintenance of amortization reserves to be held until the termi- 
nation of the license, or in the discretion of the Commission, to be applied from 
time to time in reduction of the net investment in the project, and one-half of 
all surplus earnings in excess of six (6) percent per annum received in any 
calendar year thereafter shall be paid into and held in such amortization reserves ; 

(D) Subject to the provisions of section 10 (e) of the Act and the rules 
and regulations of the Commission thereunder, the licensee shall pay to the 
United States an annual charge starting January 1, 1988, for the purpose of 
reimbursing the United States for the costs of administration of Part I of the 
Act, of one (1) cent per horsepower on the horsepower capacity (83,770 horse- 
power) authorized to be installed, plus two and one-half (2%) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the fiseal year 
ended June 30 of the calendar year for which the charge is made; 

(E) The maps, plans, specifications, and statements specified in finding (10) 
above be and they are hereby approved as part of the license for the project; 

(F) The licensee shall file Exhibits F and K in accordance with the rules and 
regulations of the Commission within three years after the issuance of the 
license ; 

(G) Nothing herein or in the license herein authorized shall be construed as 
acquiescence by the Commission in continued diversion of water through any 
plants in this section of the river other than the ones in project No. 1889, and 
the right is expressly reserved to make such further order or orders in connection 
with such diversion as may be found to be appropriate, expedient, and in the 
public interest to conserve and utilize the navigation and waterpower resources 
of the region. 


Order issuing certificate of public convenience and necessity 
United Gas Pipe Line Company 


(Docket No. G-398) 
August 24, 1943 


It appearing to the Commission that: 

(a) United Gas Pipe Line Company on June 19, 1942, filed an application, 
and on June 21, 1943, filed an amended application, seeking a certificate of public 
convenience and necessity under section 7 of the Natural Gas Act, as amended, 
for authority to construct and operate the facilities hereinafter described ; 

(0) After reasonable notice to all interested parties and publication of such 
notice in the Federal Register, Volume 8, page 8884, a public hearing was held 
on the application as amended on July 8th and 9th, 1943, and no protest to said 
application has been received ; 
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The Commiésion having considered the application as amended and the record 
made in the public hearing with respect thereto finds that: 

(1) Applicant is a Delaware corporation with its principal place of business 
at Shreveport, Louisiana, and is engaged in the transportation of natural gas 
in interstate commerce and in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption by means of its natural gas pipe lines 
situated in, and extending across the State lines of, the States of Alabama, 
Florida, Louisiana, Mississippi, Oklahoma and Texas; 

(2) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(3) Applicant serves the natural gas requirements of numerous war indus- 
tries, as well as of domestic and commercial consumers, in the Mobile and New 
Orleans gulf coast areas, and the demands upon applicant for natural gas in 
these areas have been greatly increased by the war program; 

(4) To meet such increased demands for gas, applicant proposes to connect an 
additional source of natural gas supply from De Large Field, Terrabonne Parish, 
Louisiana, with existing lines of applicant in such area, by the construction 
and operation of the following-described facilities : 

Approximately 18 miles of 12%-inch O. D. pipe line, extending from the De 
Large gas field in Terrebonne Parish, Louisiana, in a northeasterly direction 
to a point in Terrebonne Parish approximately 814 miles north of the Lirette 
gas field on the applicant’s existing Lirette-Mobile main transmission line, with 
a short tie over to the applicant's existing Lake Long-St. Rose line from the 
point of connection of the proposed line with the Lirette-Mobile line, together 
with the necessary metering and regulating stations, dehydration plant, and 
telephone and telegraph line; 

(5) Upon completion, the facilities, described in paragraph (4) above, will 
become integral parts of applicant’s pipe-line system and will be used in the 
transportation and sale of natural gas in interstate commerce as described in 
paragraph (1) above; 

(6) The proposed facilities, described in paragraph (4) above, are facilities 
subject to the jurisdiction of the Commission ; 

(7) Applicant is financially able to construct the proposed facilities, and its 
gas supply is, and the new facilities will be, adequate to improve applicant’s 
ability to render service in the Mobile and New Orleans areas ; 

(8) The War Production Board has issued to applicant preference ratings 
for the required materials and has authorized certain deliveries of additional 
volumes of gas for industrial use in the Mobile area ; 

(9) The construction and operation of the proposed facilities will be required 
by the present and future public convenience and necessity ; 

(10) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Act and the requirements, 
rules and regulations of the Commission thereunder ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
authorizing United Gas Pipe Line Company to construct and operate the facilities 
described in paragraph (4) above, and as more fully shown in the application in 
this proceeding, as amended, subject to the provisions of this order ; 

(B) The installation and construction of the facilities hereby authorized shall 
be commenced on or before September 1, 1943, and shall be completed on or before 
February 1, 1944; 


582231—44—-vol. 3-68 








1072 FEDERAL POWER COMMISSION 


(C) Applicant shall report in writing to the Commission under oath, on or 
before March 1, 1944, the completion date of the facilities herein authorized and 
the date such facilities are put into operation ; 

(D) The issuance of this certificate is without prejudice to the authority of the 
Commission with respect to rates, valuation, costs, services, accounts or any 
other matters whatsoever that may come before the Commission with respect 
to applicant or its facilities, or any proceeding relating thereto, and nothing 
contained herein shall be construed as an acquiescence by the Commission in any 
estimate or determination of cost or any valvation of property claimed or asserted 
by the applicant; 

(E) Nothing herein shall be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act, as 
amended ; 

(F) Nothing contained herein shall be construed as relieving applicant from 
the necessity of complying with any order, rule, regulation or other requirement of 
the War Production Board ; 

(G) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Prince George’s Gas Corporation 


(Docket No. G—248) 
August 24, 1943 


Upon consideration of the application filed by Prince George’s Gas Corporation, 
on April 1, 1942, as amended May 8, 1942 and April 14, 1948, pursuant to section 
7 (c) of the Natural Gas Act, as amended, for a certificate of public convenience 
and necessity authorizing the continuation of operations by the company, subject 
to the Commission’s jurisdiction, in which the company, on February 7, 1942, and 
subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(@) Prince George’s Gas Corporation (hereinafter referred to as “applicant” ) 
is engaged in transportation in interstate commerce of natural gas produced in 
Kentucky and West Virginia for ultimate public consumption in Maryland, the 
District of Columbia and Virginia, by means of its natural gas pipelines and ap- 
purtenant facilities located in Maryland; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4010, and no protest therto has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
of natural gas, subject to the jurisdiction of this Commission, over the routes de- 
scribed in its application, as amended, and exhibits attached thereto, and has so 
operated since that time; 
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(3) The application was duly made to the Commission within ninety (90) 
days after February 7, 1942 (the effective date of section 7 (c) amended) and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Prince George’s Gas Corporation authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, as amended, for the trans- 
portation of natural gas subject to the jurisdiction of this Commission ; 

(B) This certificate is without prejudice to the authority of the Commission 
over rates, valuation, costs, services, accounts, or any other matter whatsoever 
that may come before the Commission with respect to applicant or its facilities; 

(C) Nothing herein is to be construed as affecting in any manner the determi- 
nation of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Determination and order for emergency use of interconnections 
Columbus and Southern Ohio Electric Company 
(Docket No. IT-5826) 

August 24, 1948 


Columbus and Southern Ohio Electric Company filed an application on May 5, 
1943, for approval by the Commission, pursuant to section 202 (d) of the Federal 
Power Act, of certain interconnections with the Ohio Power Company as perma- 
nent interconnections for emergency use only. 

From the application, and other pertinent material in the records and files of the 
Commission, it appears that: 

(a) Columbus and Southern Ohio Electric Company (hereinafter designated 
as applicant) is an Ohio corporation having its principal office in Columbus, Ohio, 
and is primarily engaged in the generation, transmission, distribution, and sale of 
electric energy in central, south central and southern Ohio. 

(b) The Ohio Power Company (hereinafter designated as Ohio Company) is 
an Ohio corporation having its principal office in Newark, Ohio, and is pri- 
marily engaged in the generation, transmission, distribution, and sale of electric 
energy throughout a substantial area in Ohio, and, to a lesser extent, in the State 
of West Virginia. It also supplies electric energy to affiliated electric companies 
and sells to or interchanges electric energy with nonaffiliated electric companies 
at various points on the Ohio state line. 

(c) Applicant proposes the indirect connection of its Walnut, Franklin County, 
Ohio Station and its Floodwood, Athens County, Ohio Station by: 

(i) Completion of the necessary portion of a 66,000 volt line from the Walnut 
Station to Lancaster, Ohio; 

(ii) Interconnection of such line at Lancaster with Ohio Company’s electric 
system ; 
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(iii) Utilization at increased capacity of an existing emergency interconnec- 
tion (hereinafter called Haydenville Junction interconnection) between appli- 
cant’s Floodwood Station and Ohio Company’s Logan, Hocking County, Ohio Sub- 
station ; 

(iv) Operation of the systems of applicant and Ohio Company in continuous 
synchronism for the war period. 

The Walnut-Lancaster interconnection is proposed in lieu of a 66,000-volt 
line designed for ultimate 132,000-volt operation, connecting applicant’s Walnut 
and Floodwood Stations, the construction of which line was interrupted by cir- 
cumstances incident to the present war emergency. The Haydenville Junction 
interconnection has heretofore been used by applicant and Ohio Company for 
certain interchanges of power. ' 

(d) Such interconnections are to be utilized to supplement applicant’s supply 
of electric energy to its customers, including many war industries, and to rein- 
force applicant’s transmission system by augmenting the existing single circuit, 
37-mile, 66,000-volt, transmission tie between the Columbus and southern Ohio 
portions of applicant’s system. 

(e) The Director, Office of War Utilities, War Production Board, has advised 
the Commission that the board 


“has found it essential that full use be made of combined system reserves 
of Applicant and Ohio Power Company and the other systems with which 
the latter is interconnected * * * in the event of equipment failure 
and other unusual emergencies * * * [and] * * * as a means 
of providing a continuing safeguard for power supply throughout the inter- 
connected area. * * * Priorities have been issued to provide the 
materials and equipment for the Lancaster tie and priorities have also been 
issued for the materials and equipment needed to reinforce the tie at 
Haydenville * * *” 


(f) The Commission is requested to issue an order: 

(i) Approving the permanent interconnections described above, for emergency 
use only; 

(ii) Finding the use of the interconnections, for a proposed contract period 
of at least 10 vears, an emergency use within the contemplation of section 202 (d) 
of the Federal Power Act; 

(iii) Exempting applicant from the jurisdiction of the Commission, insofar as 
such jurisdiction otherwise might be asserted, by reason of the proposed inter- 
connections and use thereof; 

(iv) Granting applicant such other and*further relief as may be deemed proper 
or appropriate. 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce and 
may be a public utility within the meaning of section 201 of the Federal Power 
Act. 

(2) Ohio Company owns and operates facilities which may be facilities for 
the transmission and sale at wholesale of electric energy in interstate commerce 
and may be a public utility within the meaning of section 201 of the Federal 
Power Act. : 

(3) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, limitations on the supply and 
transportation of fuel for electric generating plants, restrictions on the con- 
struction and installation of additional electric generating and transmission 
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facilities, and emergencies in the maintenance of adequate supplies of electric 
energy essential to the war effort, necessitating the interconnection of electric 
facilities, particularly in the areas served by applicant and Ohio Company and 
interconnected systems. 

(4) The use of the existing interconnection at Haydenville Junction between 
applicant and Ohio Company, and the use of the proposed interconnection at Lan- 
caster, during the present war emergency but not beyond ninety (90) days after 
the cessation of hostilities, as hereinafter provided, are desirable in the public 
interest to aid in the war effort and should not affect the status of applicant 
under the Federal Power Act. 

(5) The provisions hereinafter specified make it unnecessary to pass upon other 
aspects of the application. 

Wherefore, the Commission determines and orders that: 

(A) The use of the existing interconnection of applicant with Ohio Company 
at Haydenville Junction, and the use of the proposed interconnection of applicant 
with Ohio Company at Lancaster, during the present war emergency but not be- 
yond ninety (90) days after the cessation of hostilities, shall not affect the status 
of applicant under the Federal Power Act. 

(B) This determination and order is expressly limited to the use of the inter- 
connections as provided herein, and any and all exemptions granted hereby are 
expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on behalf 
of applicant that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of applicant under the Federal Power 
Act by reason of its operations other than the use of the Haydenville Junction 
interconnection and of the proposed interconnection at Lancaster with Ohio 
Company pursuant hereto; 

(ii) Sueh exemption shall terminate and cease to have force or effect from 
and after ninety (90) days following the cessation of present war hostilities, 
unless the Commission shall hereafter extend such exemption by further de 
termination and order. 

(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving the aforesaid interconnections, 
and shall report to the Commission on the fifth day of each month hereafter the 
amounts of electric energy received and transmitted in each direction during 
the preceding month through such interconnections, as well as such other or 
special reports as the Commission may from time to time require. 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
aforesaid interconnections are being used within the limitations of this de- 
termination and order, and if the Commission finds otherwise, may modify or 
terminate any or all provisions of this determination and order. 


Order amending determination and order 
Public Service Company of Northern Illinois 


(Docket No. IT-5816) 
August 25, 1943 


Upon consideration of the request filed June 22, 1943, and later revised by 
Public Service Company of Northern Illinois, for amendment of the Commission 



























































1076 FEDERAL POWER COMMISSION 


determination and order of February 25, 1943, as modified March 11, 1948, in this 
matter; and 

It appearing to the Commission that: 

(a) Public Service Company of Northern Illinois (hereinafter applicant) 
requests the amendment of the modified determination and order, so as to permit 
applicant to maintain during the present war hostilities but not beyond ninety 
days after cessation of such hostilities, its connection with Wisconsin Electric 
Power Company at the Illinois-Wisconsin boundary between Waukegan, Illinois, 
and Kenosha, Wisconsin, “with both ends thereof closed at all times notwith- 
standing that some energy as a result will flow from one system to the other or 
back and forth, regardless of the existence of an emergency as defined in section 
82.20 (of the Rules of Practice and Regulations of the Commission). Also to 
permit energy to be transmitted to meet shortage of power, from any cause, that 
may develop or exist in the system of either party or in the system of any utility 
company with which the system of either party is directly or indirectly inter- 
connected” ; 

(b) The Director, Office of War Utilities, War Production Board, has advised 
the Commission by letter dated June 22, 1943, that the interconnection of the 
systems of applicant and Wisconsin Electric Power Company is considered essen- 
tial “for the purpose of making full use of combined system reserves through 
continuous interconnection, both in the areas served by these two companies 
and also in the entire interconnected area of which these companies are a part”; 

(c) The limitation upon the use of the interconnection, which applicant seeks 
to have removed, was prescribed in the modified determination and order pur- 
suant to the original application filed January 13, 1943, in this matter by 
applicant; 

The Commission, upon consideration of the revised request for amendment 
of the modified determination and order, and other pertinent material in its 
records and files, finds that: 

(1) Amendment of the modified determination and order, to permit the full 
use of the interconnection by applicant during the present war hostilities, but 
not for more than ninety days after the cessation of such hostilities, is desirable 
in the public interest to aid in the war effort, as hereinafter provided; 

(2) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the revised request ; 

The Commission orders that: 

The ordering clause of the aforesaid modified determination and order be 
and it is hereby amended to read: 

(A) The use of the aforesaid interconnection during the present war hos- 
tilities but not beyond ninety (90) days after the cessation of such hostilities, 
shall not affect the status of applicant under the Federal Power Act; provided, 
however, that the Commission may thereafter determine the status of d¢pplicant 
under the Act without regard for any provisions of this determination and order 
or any claim based hereon ; 

(B) This determination and order is expressly limited to the use of the 
aforesaid interconnection as provided herein, and any and all exemptions 
granted hereby shall terminate and cease to have force or effect from and after 
ninety days following the cessation of present war hostilities, unless the Com- 
mission shall hereafter extend such exemptions by further determination and 
order ; 

(C) Applicant shall promptly file with the Commission two copies of its 
interchange agreement with Wisconsin Electric and shall report to the Com- 
mission on the fifth day of each month hereafter the amounts of electric energy 
received and transmitted in each direction during the preceding month through 
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the aforesaid interconnection, as well as such other or special reports as the 
Commission may from time to time require; 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigation as it may deem necessary to ascertain whether the 
aforesaid interconnection is being used within the limitations of this determina- 
tion and order, and if the Commission finds otherwise, it may modify or ter- 
minate any or all provisions of this determination and order ; 

(E) This determination and order shall be without prejudice to any righi 
or privilege of any electric utility whose system is directly or indirectly inter- 
connected with the system of either applicant or Wisconsin Electric to apply 
for a similar determination and order with respect to the effect of the use 
hereunder of the aforesaid interconnection upon the system of such electric 
utility. 


Order issuing certificate of public convenience and necessity 


Washington Gas Light Company 
(Docket No. G-249) 
August 31, 1943 


Upon consideration of the application filed by Washington Gas Light Company 
on April 1, 1942, as amended April 14, 1943, pursuant to section 7 (c) of the 
Natural Gas Act, as amended, for a certificate of public convenience and necessity 
authorizing the continuation of operations by the company, subject to the Com- 
mission’s jurisdiction, in which the company, on February 7, 1942, and subsequent 
thereto, has been bona fide engaged ; and 

It appearing to the Commission that: 

(@) Washington Gas Light Company (hereinafter referred to as “applicant” ). 
is engaged in transportation in interstate commerce of natural gas produced in 
Kentucky and West Virginia, and in the sale of such natural gas in interstate 
commerce for resale for ultimate public consumption in Maryland and Virginia, 
by means of its natural gas pipelines and appurtenant facilities located in the 
District of Columbia ; 

(b) Notice of the application has been duly served upon all interested parties, 
in accordance with the Commission’s regulations, and published in Volume 7, 
Federal Register, page 4011, and no protest thereto has been received ; 

The Commission finds that: : 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over the routes described in its application as amended and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety (90) 
days after February 7, 1942 (the effective date of section 7 (c) amended) and 
complies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby issued 
to Washington Gas Light Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application as amended, for the trans- 
portation and sale of natural gas subject to the jurisdiction of this Commission ; 
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(B) This certificate shall not be transferable except upon express approval 
of this Commission; and shall be without prejudice to the authority of the Com- 
mission over rates, valuation, costs, services, accounts, or any other matter 
whetsoever that may come before the Commission with respect to applicant or 
its facilities; — 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order authorizing issuance of license (minor) 
State Game Commission of New Mexico 
(Project No. 1874) 

August 31, 1943 


Upon application filed February 2, 1942, by State Game Commission of New 
Mexico, of Santa Fe, New Mexico, for license for minor project No. 1874, 
located on Red River, tributary of the Rio Grande, and affecting lands of the 
United States in Taos County, New Mexico; and 

It appearing that: 

(a) The project, which diverts water from springs in Red River Canyon 
and not from the Red River directly, consists of the collection works for 
several springs close to the river; a 24-inch concrete pipe line extending about 
8,100 feet from the collection works to the surge tank and rearing ponds of 
the fish hatchery; a surge tank; a penstock about 75 feet long; a concrete 
powerhouse 13 by 18 feet; a tailrace about 562 feet long of 24-inch concrete 
pipe conducting all water from the hatchery and powerhouse to Red River; and 
transmission lines about 14 mile in total length extending from the powerhouse 
to hatchery, shop, fish-food storage refrigerator, residences, etc., on the hatchery 
site; and occupies about 11 acres of lands of the United States in lots 5, 7, and 
8, sec. 3, T. 28 N., R. 12 E., New Mexico principal meridian, in Taos County, 
New Mexico; 

(b) By letter dated April 21, 1942, the Commission advised the State Game 
Commission of New Mexico that construction of the project at its risk would 
not prejudice consideration by the Commission of its pending application for 
license therefor, provided the operation had the approval of the Department 
of the Interior ; 

(c) The Assistant Secretary of the Interior, acting for the Secretary of 
the Interior, has reported favorably on the application for the project; | 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The State Game Commission of New Mexico is a department of the 
State of New Mexico and has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary to effect 
the purpose of such a license; 

(2) No other application for the use of the lands or in conflict therewith 
is before the Commission ; 
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(3) The project does not affect any Government dams, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself; 

(4) A license subject to and containing the terms and conditions hereinafter 
provided will not interfere or be inconsistent with any reservation or with- 
drawal of public lands; 

(5) The installed capacity of the project is 12.9 horsepower and the energy 
generated will be used for supplying the necessary power and light for operating 
applicant’s Red River Fish Hatchery ; 

(6) The map and specifications designated as Exhibit F (FPC No. 1874-1), 
as revised, and Exhibit 1, respectively, conform to the Commission’s rules and 
regulations ; 

(7) In issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are 
hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation 
reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates to 
fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination of 
fair value. 

It is ordered that: 

(A) A license be issued to applicant, without charge, for the construction, 
operation, and maintenance of the project on the aforesaid lands of the United 
States for a period of 10 years, unless operation of the Red River Hatchery be 
sooner discontinued or abandoned, in which event the license shall terminate 
concurrently ; 

(B) The license shall contain the usual conditions and provisions for licenses 
for such projects and the following special provision : 

Upon order of the Commission after due notice, the licensee, at its own ex- 
pense, shall relocate or remove any or all project works to the extent necessary 
to avoid interference with any power development of the Red River by the United 
States or its licensees ; 

(C) The map and specifications referred to in finding (6) above be and they are 
hereby approved as part of the license ; 

(D) In issuing the license, the terms and conditions of Part I of the Act set 
forth in finding (7) above be waived to the extent therein specified. 


Order issuing temporary certificate of public convenience and necessity 
The Manufacturers Light and Heat Company 


(Docket No. G-496) 
August 31, 1943 


The Manufacturers Light and Heat Company, a corporation having its principal 
business office at Pittsburgh, Pennsylvania, on August 7, 1943, filed as a rate 
schedule a certain agreement dated-July 28, 1943, between said The Manufac- 
turers Light and Heat Company and J. D. Fowler & Company of Warrendale, 
Pennsylvania. 
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Upon consideration of said agreement, an accompanying letter of transmittal 
from The Manufacturers Light and Heat Company, and the application, as 
amended, of The Manufacturers Light and Heat Company in docket No. G-392, 

It appears that: 

(a) The Manufacturers Light and Heat Company is engaged in the transporta- 
tion of natural gas between the States of Pennsylvania and West Virginia, be- 
tween the States of Pennsylvania and Ohio, and from the State of Ohio to the 
State of West Virginia, and in the sale thereof for resale for ultimate public con- 
sumption for domestic, commercial, industrial and other uses, by means of its 
natural gas pipe lines and appurtenant facilities located in and extending across 
the boundaries of those States. 

(b) The Manufacturers -Light and Heat Company proposes to sell and deliver 
to said J. D. Fowler & Company 750,000 cubic feet of gas per month for resale by 
J. D. Fowler & Company to its existing customers in and in the vicinity of Wex- 
ford, Pennsylvania. The Manufacturers Light and Heat Company represents that 
due to the depletion of the permanent gas supply of J. D. Fowler & Company, it 
is necessary that.the latter company forthwith procure such quantity of gas in 
order to continue to serve said consumers. The Manufacturers Light and Heat 
Company proposes to commence the sale and delivery of the 750,000 cubic feet 
of gas per month to J. D. Fowler & Company as soon as the requisite authorization 
of the Commission therefor is procured; and to continue to sell and supply such 
quantity of gas until such time as J. D. Fowler & Company is able either to in- 
crease its production or to arrange for a more permanent supply of gas from 
other sources, 

(c) The War Production Board has authorized the delivery of sufficient gas 
to meet the requirements of the proposed sale by The Manufacturers Light and 
Heat Company to J. D. Fowler & Company. 

The Commission finds that: 

(1) The Manufacturers Light and Heat Company is engaged in the trans- 
portation of natural gas in interstate commerce and in the sale in interstate 
commerce of natural gas for resale for ultimate public consumption for domestic, 
commercial, industrial and other uses, and is a natural-gas company within the 
meaning of the Natural Gas Act. 

(2) The proposed sale of natural gas by The Manufacturers Light and Heat 
Company to J. D. Fowler & Company is subject to the jurisdiction of the Com- 
mission under the Natural Gas Act. 

(3) An emergency exists by reason of the depletion of the gas supply of J. D. 
Fowler & Company to the extent that it is necessary that said company forthwith 
procure natural gas from another source in order to assure maintenance of 
adequate service in supplying its consumers in and in the vicinity of Wexford, 
Pennsylvania. 

(4) The sale and delivery of 750,000 cubic feet of natural gas by The Manu- 
facturers Light and Heat Company to J. D. Fowler & Company will provide the 
needed additional quantity of natural gas. 

* (5) The issuance of a temporary certificate of public convenience and necessity, 
as hereinafter authorized, is necessary to assure maintenance of adequate service. 

The Commission orders that: 

(A) Subject to the provisions of this order, a temporary certificate of public 
convenience and necessity be and the same is hereby issued, pending the deter- 
mination of the application for a permanent certificate hereinafter referred to in 
paragraph (B), authorizing the sale and delivery by The Manufacturers Light 
and Heat Company to J. D. Fowler & Company of 750,000 cubic feet of gas per 
month for resale for ultimate public consumption in and in the vicinity of 
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Wexford, Pennsylvania, and the operation of requisite facilities for rendering 
such service. - 

(B) The Manufacturers Light and Heat Company shall file an application for 
a permanent certificate within 10 days from date hereof. 

(C) The issuance of this temporary certificate is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
services, accounts, valuation, estimate or determination of cost, or any other 
matters whatsoever in‘any proceeding before this Commission or before such 
other regulatory body; and nothing in this certificate shall be construed as an 
acquiescence by the Commission in any estimate or determination of cost, or 
any valuation of property claimed or asserted by The Manufacturers Light and 
Heat Company. 

(D) Nothing herein shall be construed as affecting in any manner the deter- 
mination of the service area of The Manufactures Light and Heat Company under 
section 7 (f) of the Natural Gas Act, as amended. 

(E) Nothing herein shall be construed as affecting in any manner the deter- 
mination of the application for a permanent certificate referred to in paragraph 
(B) above, or of the application by The Manufacturers Light and Heat Company 
in docket No. G-392 for a certificate of public convenience and necessity. 

(F) Nothing contained herein shall be construed as relieving The Manufac- 
turers Light and Heat Company from the necessity of complying with any order, 
rule, regulation or other requirement of the War Production Board. 


Order approving disposition of amounts classified in Account 100.5, electric 
plant acquisition adjustments, and Account 107, electric plant adjustments 


Kentucky and West Virginia Power Company, Inc. 
September 7, 1943 


It appearing to the Commission that: 

(a) On February 28, 1941, Kentucky and West Virginia Power Company, Inc. 
(hereinafter called “Kentucky Company”) filed its reclassification and original 
cost studies of electric plant with this Commission pursuant to electric plant 
accounts instruction 2-D of the Uniform System of Accounts prescribed for 
public utilities and licensees and the order of May 11, 1937, pertaining thereto; 

(b) A field examination of Kentucky Company's studies was thereafter made 
by the staff of this Commission ; 

(c) At the completion of the field examination, at the request of the company, 
representatives of the company and the staff conferred with respect to the 
adjustments proposed by the staff as a result of the field examination ; 

(d) As a result of these conferences, Kentucky Company, on November 30, 
1942, filed revised reclassification and original cost studies for the purpose of 
reflecting therein the adjustments proposed by the staff; 

(e) Examination of these revised studies indicated that minor revisions were 
still necessary to bring the company’s studies in conformity with the proposals 
of the staff; 

(f) Upon request, therefore, Kentucky Company filed on April 30, 1943, amend- 
ments to its revised studies which brought the studies in complete agreement 
with the staff's recommendations; 

(g) Kentucky Company originally classified $2,303,342.66 in Account 100.5, 
electric plant acquisition adjustments, which it reduced in its revised studies 
to $338,435.92 ; 

(h) Kentucky Company originally classified $873,623.86 in Account 107, electric 
plant adjustments, which has been increased in its revised studies to $3,062,780.83 ; 
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(i) In filing its revised studies, Kentucky Company has submitted plans for 
the disposition of the amounts classified in Account 100.5 and Account 107; 

(j) Kentucky Company proposes to dispose of the $338,435.92, which represents 
the excess of purchase cost over original cost of acquired property and is classified 
in Account 100.5, by equal monthly charges over a ten year period to Account 
587, miscellaneous amortization, and by credits to Account 252, reserve for 
amortization of electric plant acquisition adjustments ; 

(k) Kentucky Company proposes to dispose of the $3,062,780.83 classified in 


Account 107 as follows: 


To Account 144, retirement work in progress, rep- 
resenting the cost of certain properties in 
process of retirement which had not been 
removed from the electric plant accounts____- 

To Account 250, reserve for depreciation of elec- 
trie plant, representing unrecorded retirements 
arising from 1926 to 1988 acquisitions: 


Consolidated Coal Company_-_---.-----_--- 


Prestonburg and Paintsville___-_.__..-_____-_ 
To Account 251, reserve for amortization of 
limited-term electric investments, representing 
restoration to plant account of franchises 
partly written off at date of reclassification__ 
To Account 265, contributions in aid of construc- 
tion, representing adjustment for poles donated 
Co tie CURING oii a ste bb eect 
To Account 270, capital surplus’ to the extent 
available ($2,610,000) and to Account 271, 
earned surplus, to the extent of $220,393.81, 
representing the following: 


Amount by which electric plant accounts 


$228, 868. 51 


7, 663. 00 
704. 11 


(3, 671. 52) 


(1, 177. 08) 


were written up April 1, 1926__.---_____-_ $2, 807, 663. 49 


Excess of recorded cost over cash value of 
500 shares, preferred stock, American Gas 
and Blectric Company, issued in part 
payment for properties of Jackson Util- 
SRR CR aa tnetbi animes 

Property omitted from physical inventory_ 

Excess of claimed cost over original cost of 
office equipment included in inventory__- 

Survey and abstract expenses charged to 
Hazard plant site land in excess of deter- 
minted  GXONIUTOE none dni —wne 

Adjustment of amount reserved for amorti- 
zation of franchises and consents__.~_~-_- 


The Commission finds that: 


22, 500. 00 
(3, 827. 50) 


4, 098. 99 


1, 673. 29 
(1, 714.46) 2, 830, 393. 81 


8, 062, 780. 83 


The proposed dispositions of the amounts classified in Accounts 100.5 and 107, 
as herein described in paragraphs (j) and (k) are in conformity with sound 
principles of accounting and the Commission’s Uniform System of Accounts; 


1Kentucky Company has received a cash contribution of $2,610,000 from its parent, 


American Gas and Electric Company, which was credited to Account 270, capital surplus. 
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The Commission orders that: 

(A) Kentucky Company dispose of the $338,435.92 and the $3,062,780.83, 
classified in Accounts 100.5 and 107, respectively, in the manner described in 
paragraphs (j) and (k) hereof; 

(B) Kentucky Company submit within 30 days from the date of service of 
this order certified copies of the entries giving effect to the dispositions of 
the amount in Account 107 herein approved and directed ; 

(C) Kentucky Company submit within 30 days after the close of each year 
beginning with the year 1943 certified copies of the monthly entries, giving 
effect to the amortization of the amount classified in Account 100.5 as herein 
approved and directed ; 

(D) Nothing in this order shall be construed as approving the inclusion in 
Kentucky Company’s plant accounts of the fees paid American Gas and Electric 
Company, Kentucky’s parent, for engineering and supervision on construction ; 
the propriety of the inclusion of such fees, or any part thereof, being reserved 
for further consideration ; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order issuing certificate of public convenience and necessity 
Central Kentucky Natural Gas Company 


(Docket No. G-338) 
September 7, 1943 


Upon consideration of the application filed by Central Kentucky Natural Gas 
Company on May 7, 1942, and an amendment thereto filed on March 26, 1943, 
pursuant to section 7 (c) of the Natural Gas Act, as amended, for a certificate 
of public convenience and necessity authorizing the continuation of operations 
by the company, subject to the Commission’s jurisdiction, in which the company, 
on February 7, 1942, and subsequent thereto, has been bona fide engaged; and 

It appearing to the Commission that: 

(a) Central Kentucky Natural Gas Company (hereinafter referred to as 
“applicant”) is a corporation engaged in the production, purchase, transportation 
and sale of natural gas. It owns and operates a transmission pipe line extending 
from a point in Martin County, Kentucky, to Lexington, Kentucky, with several 
branch transmission lines extending therefrom. It purchases natural gas from 
United Fuel Gas Company, an affiliated company, which gas is transported in 
pipe lines of the latter company from, various points within the State of West 
Virginia, including points within the counties of Logan and Mingo, West Virginia, 
to the West Virginia-Kentucky state line, where United Fuel Gas Company 
delivers the same to Warfield Natural Gas Company, another affiliate, which 
transports such gas by pipe line to the end of applicant’s pipe line in Martin 
County, Kentucky, whence applicant transports the gas in its pipe lines to points 
within the State of Kentucky. At certain of such points applicant distributes 
such gas for ultimate public consumption for domestic, commercial, industrial 
and other uses, and at others it sells the gas to other companies which resell 
and distribute the same for such ultimate public consumption. There is an unin- 
terrupted flow of the natural gas from the aforementioned points within the 
State of West Virginia to the points of distribution in Kentucky. Such trans- 
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portation by the applicant and its sales for resale of natural gas so transported 
constitute an established course of business extending over a period of years. 
Applicant also, as an established course of business, purchases from United Fuel 
Gas Company natural gas produced and purchased by Warfield Natural Gas 
Company within the State of Kentucky, and transported by the pipe lines of 
said company and of Unied Fuel Gas Company from within Kentucky through 
a portion of West Virginia, and thence to the end of the pipe line of applicant 
in Martin County, Kentucky, whence it is transported and sold by applicant as 
hereinbefore described. There is an uninterrupted flow of the gas from the 
points in Kentucky from whence the same is transported, to the points of dis- 
tribution in Kentucky ; 

(b) Notice of the application has been duly served upon dll interested parties, 
in accordance with the Commission’s regulations and published in Volume 7, 
Federal Register, page 4004; and no protest thereto has been received; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial, and other 
uses, and is a natural-gas company within the meaning of the Natural Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over the routes described in its application, as amended, and exhibits 
attached thereto, and has so operated since that time; 

(3), The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Central Kentucky Natural Gas Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, as amended, 
for the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever which may come before this Commis- 
sion or such other regulatory body and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost, or 
any valuation of property claimed or asserted ; 

' (C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective. as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 



















































Order approving disposition of amounts classified in Account 100.5, electric plant 
acquisition adjustments, and Account 107, electric plant adjustments 


Gulf Power Company 


September 7, 1943 


It appearing to the Commission that: 

(a) On April 29, 1940, Gulf Power Company, a Commonwealth and Southern 
Corporation subsidiary, filed its reclassification and original cost studies of 
electric plant with this Commission pursuant to electric plant accounts instruc- 
tion 2-D of the Uniform System of Accounts prescribed for public utilities and 
licensees and the order of May 11, 1937, pertaining thereto; 

(bd) A field examination of Gulf Power Company’s studies was made by the 
staff of this Commission and a report submitted, entitled, “Gulf Power Company, 
Pensacola, Florida, Report on the Reclassification and Original Cost Studies of 
Electric Plant as of January 1, 1937”; 

(c) By letter dated December 8, 1942, the report was transmitted to Gulf 
Power Company with the request that it adjust its books in accordance with the 
recommendations of the staff contained in the report; that copies of the entries 
effecting the adjustments be submitted; and that the company submit plans for 
the disposition of the amounts classified by the staff in Account 100.5, electric 
plant acquisition adjustments, and Account 107, electric plant adjustments ; 

(d) Subsequent thereto, on February 17, 1943 and March 3, 1943, representa- 
tives of Gulf Power Company conferred with the staff of this Commission, and 
as a result of such conferences the company submitted additional information 
and proposed plans for the disposition of amounts classified in Account 100.5 
and Account 107; 

(e) Gulf Power Company in its studies classified $1,872,987.30 in Account 
100.5, as representing the excess of acquisition cost over original cost resulting 
from arms’-length transactions, but this amount has been reduced, as a result 
of adjustments and retirements, to $1,708,550.66 as of December 31, 1942; 

(f) Guif Power Company proposes to dispose of the balance of $1,708,550.66, 
remaining in Account 100.5, by charging $1,005,587.47 thereof to a presently exist- 
ing capital surplus and by amortizing the remainder of $702,963.19, beginning 
January 1, 1943, by monthly charges of $4,000 to Account 505, amortization of 
electric plant acquisition adjustments,:and by credits to Account 252, reserve 
for amortization of electric plant acquisition adjustments ; 

(g) Gulf Power Company, in its studies, also classified $10,128,891.26 in Ac- 
count 107, which was increased to $10,305,922.97 as a result of the field examina- 
tion and the conferences previously mentioned ; 

(h) The $10,305,922.97 represents a write-up of $10,128,891.26 resulting from 
inter-company transfers of property and $177,031.71 of other improper charges 
to plant account; 

(+) During October, 1941, the company, prior to the receipt of the staff report 
created a capital surplus in connection with the issuance and sale of its first 
mortgage bonds and pursuant to this Commission’s order of October 7, 1941 
(docket No. IT-5735) disposed of the $10,128,891.26 it had classified in Account 
107, by a charge to that capital surplus; * 

(j) As of December 31, 1942, there remains in Account 107 the additional 
amount of $177,031.71 which Gulf Power Company now proposes to dispose of 
as follows: 


2 Capital surplus was created through a reduction in stated capital and the transfer of 
all the existing earned surplus as of October 31, 1941. 
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To Account 270, capital surplus: 
Representing salaries, expenses, legal fees, etc., which were er- 
SO antic hse eee eS $101, 630. 16 
Representing income charges, such as interest payments, un- 
amortized debt discount on bonds, etc., which were errone- 
CU CO anak insb nthe riceeitrn cid gists ean 62, 614. 05 


164, 244. 21 
To Account 151, capital stock expense: 
Representing stock selling expense associated with the com- 
pany’s presently outstanding preferred stock, which expense 


is not properly includible in plant account_..__-__-.___--___ 10, 088. 66 

To Account 250, reserve for depreciation of electric p'ant: 
Representing unrecorded retirements___.._..-..-...__.-_--__- 2, 698. 84 
177, 031. 71 


The Commission finds that: 

(1) The proposed disposition of the $1,708,550.66, described in paragraph (f) 
hereof, is in conformity with sound principles of accounting and the Commis- 
sion’s Uniform System of Accounts provided the amortization of $702,963.19 is 
made by monthly charges beginning January 1, 1943, to Account 537, miscel- 
laneous amortization ; 

(2) The proposed disposition of $177,031.71, described in paragraph (j) hereof, 
is in conformity with sound principles of accounting and the Commission’s 
Uniform System of Accounts; 

The Commission orders that: 

(A) Gulf Power Company dispose of $1,005,587.47, classified in Account 100.5, 
as described in paragraph (f) hereof and of the balance of $702,963.19 classified 
in that account, by monthly charges of $4,000, beginning January 1, 1943, to 
Account 537, miscellaneous amortization ; 

(B) Gulf Power Company dispose of $177,081.71, classified in Account 107, 
as described in paragraph (j) hereof; 

(C) Gulf Power Company submit within thirty days from the date of service 
of this order certified copies of the entries giving effect to the disposition of the 
$1,005,587.47 classified in Account 100.5 and the $177,031.71, classified in Account 
107, as herein approved and directed ; 

(D) Gulf Power Company submit, within 30 days after the close of each year 
beginning with the year 1943, certified copies of the monthly entries giving effect 
to the amortization of the amount classified in Account 100.5 as herein approved 
and directed; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Publie Utility 
Holding Company Act of 1935 and the rules, regulations, and orders issued by 
the Securities and Exchange Commission. 


Order granting in part, and denying in part, application for stay 
Utah Power & Light Company 
(Docket No. IT-5839) 
September 10, 1943 


Upon consideration of Utah Power & Light Company’s application for a 
stay of certain requirements of the Commission’s order of August 2, 1943, filed 
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on September 1, 1943, in its application for rehearing respecting such 
requirements ; and a 

It appearing to the Commission that: 

(a) Paragraph (E) of the Commission's order of August 2, 1943, requires Utah 
Power & Light Company, within thirty days from the date of service of that 
order, to submit certified copies of the entries classifying $1,026,882.93, repre- 
senting intercompany profits, in Account 107, electric plant adjustments, and 
disposing of such amount from Account 107 by a charge to Account 271, earned 
surplus ; 

(b) Paragraph (E) of the Commission’s order of August 2, 1943, also requires 
Utah Power & Light Company within six months from the date of service of 
the order of August 2, 1943, to submit certified copies of the entries disposing 
of a write-up of $26,434,849.26 which the company concedes should be classified 
in Account 107; ; 

(c) Utah Power & Light Company has requested that the requirements de- 
scribed in paragraphs (a) and (b) hereof respecting the filing of entries “be 
stayed until a reasonable time after the Commission shall have acted upon this 
Application for Rehearing” ; 

(d) The requirement of the order of August 2, 1943, respecting the filing of 
entries disposing of the $26,434,849.26 “within six months from the date of service 
of” the order of August 2, 1943, affords Utah Power & Light Company a reasonable 
time after the period within which the Commission must act on the application 
for rehearing, in which to comply with that requirement ; 

The Commission orders that: 

(A) The application for a stay of the requirements respecting the entries 
disposing of the $26,434,819.26 be and the same hereby is denied ; 

(B) The requirements of paragraph (E) of the Commission’s order of August 
2, 1943, insofar as they require the submission of certified copies of the entries 
classifying the $1,026,882.93 in Account 107 and disposing thereof from that 
account to Account 271, earned surplus, be and the same hereby are stayed to 
November 2, 1943. 


Order denying application for rehearing and for stay of Commission’s order 
Wisconsin Public Service Corporation 


(Docket No. DI-134) 
September 21, 1943 


Upon application filed August 26, 1943, by Wisconsin Public Service Corpora- 
tion for rehearing on the Commission’s order of July 30, 1948, requiring the com- 
pany to file an application for license for its hydroelectric power development on 
the Wisconsin River near Tomahawk, Wisconsin, and upon application for stay 
of said order; and 

It appearing that: 

(a) The order of July 30, 1943, as set forth therein and in the accompanying 
opinion, was adopted after several hearings at which full opportunity was pre- 
sented to declarant to offer appropriate evidence and after briefs had been filed, 
and the pending applications do not claim that any evidence which was offered 
at the hearings was improperly refused, nor do the applications now offer to 
submit any additional evidence; 

(bd) Paragraph (5) of the order of July 30, 1943, inadvertently refers to ex- 
penditures by the Wisconsin Valley Improvement Company, which expenditures 


582231—44—-vol. 369 
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were made by the Wisconsin River Improvement Company as correctly set forth 
on page 505 in the accompanying opinion, supra ; 

Upon the record before it, the Commission finds that: 

(1) All of the issues now raised by the pending applications were previously 
considered by the Commission, and no sufficient reason is now advanced for re- 
opening the proceedings with respect to the findings, determination, and order 
of the Commission of July 30, 1943, in the above entitled cause; 

(2) Unless the Wisconsin Public Service Corporation desires additional time 
within which to file its application for license, no valid reason is presented for a 
stay of the order of the Commssion of July 30, 1943; 

It is ordered that: 

(A) The application for rehearing on the Commission's order of July 30, 1943, 
and the application for stay of said order be and they are hereby denied ; 

(B) Paragraph (5) of the Commission’s order of July 30, 1943, is amended to 
refer to the Wisconsin River Improvement Company instead of the Wisconsin 
Valley Improvement Company. 


Order issuing certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Company 


(Docket No. G-455) 
September 21, 1943 


It appearing to the Commission that: 

(a) On March 12, 1943, Panhandle Eastern Pipe Line Company (hereinafter 
sometimes referred to as “applicant”) filed an application for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, authorizing construction and operation of the facilities hereinafter 
described ; 

(b) The matter was set for public hearing by order dated April 13, 1943, and 
such reasonable notice thereof was given as in the judgment of the Commission 
was necessary to all interested persons, including publication of the aforesaid 
order of April 13, 1943, in the Federal Register on April 15, 1943, and trans- 
mission of the order by registered mail to the Governors of the States of Texas, 
Oklahoma, Kansas, Illinois, Michigan, Ohio, Indiana, Missouri and to the 
regulatory Commissions of the States aforementioned ; 

(c) Public hearing was held on April 20, 1943, and no protest to the applica- 
tion has been received ; 

(d) The facilities described in said application consist of : 

(i) A 2-inch pipeline extending from applicant’s 10-inch high-pressure Quincy 
lateral line, a distance of approximately 8,200 feet, to the plant of the W. J. Small 
Company, Inc., and a measuring and regulating station in connection therewith; 

(ii) A 12%-inch pipeline extending from a tap on applicant’s 22-inch pipeline, 
located in the northern part of Pike County, Missouri, two miles in a southerly 
direction to a point of connection with a line extending from the Hercules Powder 
Company, near Louisiana, Missouri, and a measuring and regulating station in 
connection therewith ; 

(iii) Four 1,300-hp compressor units and two 650-hp compressor units to be 
installed at applicant’s Sneed, Hansford, Centralia, and Tuscola compressor sta- 
tions located in Texas, Missouri and Illinois, and other compressor station equip- 


ment, including structures and incidental equipment more fully described in 
its application ; 
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(e) The War Production Board has issued to the applicant preference rat- 
ing certificates for the materials -used in the above-described construction, and 
has approved the delivery of the natural gas to the W. J. Small Company, Inc., 
and the Hercules Powder Company ; 

(f) The estimated cost of construction of the proposed facilities is not unrea- 
sonable ; 

The Commission, having considered the application and the record made in 
the public hearing with respect to the matters involved and the issues presented, 
finds that: 

(1) Applicant is a corporation organized and existing under the laws of Dela- 
ware, authorized to do business as a foreign corporation in the States of Texas, 
Oklahoma, Kansas, Missouri, Illinois, and Indiana, and having its principal place 
of business in Kansas City, Missouri ; 

(2) Applicant is engaged in producing, purchasing and gathering natural gas 
in the Panhandle field located in the State of Texas and the Hugoton field lo- 
cated in the States of Kansas, Oklahoma, and Texas; in the transportation of 
such gas by means of its pipeline system extending from a point in Moore County, 
Texas, through the States of Oklahoma, Kansas, Missouri, Illinois and ter- 
minating at a point near Dana, Indiana; and in the sale of such gas for resale 
for ultimate public consumption, in States other than that in which it is produced 
or purchased, for domestic, commercial, industrial, or other uses ; 

(3) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other uses, 
and is, therefore (as heretofore found by the Commission in its opinion and order 
entered on September 23, 1942, in docket Nos. G-200 and G—207, supra, p. 273) 
a “natural-gas company” within the purview of the Natural Gas Act; 

(4) The operation by the applicant of the lateral line described in paragraph 
(d) (i), above, will enable it to supply natural gas to the W. J. Small Company, 
Inc., and the line described in paragraph (d) (ii), above, to the Hercules Powder 
Company, the latter being engaged in the exclusive manufacture of explosives 
in furtherance of the war effort ; 

(5) Applicant by operation of the additional compressor units described in 
paragraph (d) (iii), above, will be able to utilize to a greater degree its pipe- 
line storage which will permit it to more adequately maintain service on its 
system ; 

(6) All the facilities described above are a part of applicant’s integrated 
pipeline system and will be used in the transportation or sale for resale, or 
both, of natural gas in interstate commerce as described in paragraph (2), above, 
and the proposed operation thereof is subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act, as amended ; 

(7) Applicant’s recoverable gas reserves and transmission facilities are ade- 
quate to meet the increasing demand requirements resulting from the operation 
of the proposed facilities ; 

(8) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under ; 


(9) The operation of the facilities described in paragraph (d) above will be 


equired by the future public convenience and necessity ; 


The Commission orders that: 
(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing Panhandle Bastern to operate the proposed facilities referred 
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to in each subdivision of paragraph (d) above, and described in the application 
in this proceeding, subject to the terms and conditions of this order; 

(B) This certificate shall not be transferable and is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuation, estimate or determination .of cost or any other 
matters whatsoever in any proceeding now pending before this Commission or 
before such other regulatory body, and nothing in this certificate shall be con- 
strued aS an acquiescence by the Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted by the applicant ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended, nor shall this 
order be construed as in any manner changing or affecting. the Commission’s 
opinion and order reducing rates entered September 23, 1942, in docket Nos. G—200 
and G-—207, supra, p. 273, or in any manner relieving Panhandle Eastern from fil- 
ing new rate schedules reflecting the reduction in rates in conformity therewith; 

(EB) This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter is- 
sued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 


Order issuing certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Company 


(Docket No. G-459) 
September 21, 1948 


It appearing to the Commission that: 

(a) On March 25, 1948, Panhandle Eastern Pipe Line Company (hereinafter 
sometimes referred to as “applicant”’) and its then wholly owned subsidiary, 
Michigan Gas Transmission Corporation, filed an application for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act as amended authorizing construction and operation of the faeilities here 
inafter described ; 

(>) The matter was set for a public hearing by order dated April 12, 1943, 
and such reasonable notice thereof was given as in the judgment of the Com- 
mission was necessary to all interested persons including publication of the 
aforesaid order of April 12, 1948, in the Federal Register on April 16, 1943, 
and the transmission of the order by registered mail to the Governors of the 
States of Texas, Oklahoma, Kansas, Missouri, Illinois, Michigan, Ohio, Indiana, 
and to the regulatory Commissions of the States aforementioned ; 

(ce) Public hearings were held which commenced on April 20, 1943, and 
concluded on April 29, 1943, and no protest to the application has been received ; 

(d) The proposed construction consists of: ’ 

(i) The leoping of approximately 86 miles of Panhandle Hastern’s existing 
main line with 26-inch pipe, the laying of approximately 35 miles of 26-inch 
line along Panhandle Eastern’s main line to replace the same length of 22-inch 
pipe and the reclaiming and relaying of said 22-inch pipe in another location 
as a main line loop along Panhandle Eastern’s transmission system, and the 
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looping with 24-inch pipe of approximately 87 miles of the main line owned by 
Michigan Gas Transmission Corporation at the date of the application herein 
(and the subject of an application by Panhandle Eastern for authority to 
acquire, docket No. G-452), all of said construction being in the States of Texas, 
Oklahoma, Kansas, Indiana and Ohio; 

(ii) Addition of twelve 1,300-hp compressor units, four 1,000-hp compressor 
units and three 800-hp compressor units to be installed at applicant’s Hansford, 
Liberal, Greensburg, Haven, Olpe, Lewisburg, Houstonia, Centralia, Pleasant 
Hill and Glenarm compressor stations located in the States of Texas, Kansas, 
Missouri and Illinois and other auxiliary compressor station equipment more 
fully described in its application; * 

(e) The War Production Board has issued to the applicant preference rating 
certificates for the materials to be used in the above-described construction ; 

(f) Applicant has entered into a contract with the East Ohio Gas Company 
(hereinafter referred to as “East Ohio”) dated February 4, 1943, which requires 
applicant to deliver on a firm basis 50,000 M. c. f. of natural gas daily and 
permits a further delivery of such additional quantities of natural gas as East 
Ohio may request and applicant elects to deliver from day to day up to but not 
exceeding 50,000 M. c. f. of gas per day (docket No. G—410) ; 

(g) Applicant, in order to satisfy its present market requirements and to 
supply gas to East Ohio, proposes to increase its transmission capacity by the 
construction and additions described in paragraph (d@) above, by approximately 
88,000 M. c. f. of gas per day; 

(h) Applicant’s increase in its transmission capacity is regarded by the War 
Production Board as essential in the furtherance of the war effort ; 

(i) The estimated cost of construction of the proposed facilities is not 
unreasonable; 

The Commission having considered the application and the record thereon 
finds that: 

(1). Applicant is a corporation organized and existing under the laws of 
Delaware authorized to do business as a foreign corporation in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois and Indiana and having its prin- 
cipal place of business in Kansas City, Missouri ; 

(2) Applicant is engaged in producing, purchasing and gathering natural gas 
in the Panhandle field located in the State of Texas and the Hugoton field 
located in the States of Kansas, Oklahoma and Texas; in the transportation 
of such gas by means of its pipe-line system extending from a point in Moore 
County, Texas, through the States of Oklahoma, Kansas, Missouri, Illinois and 
terminating at a point near Dana, Indiana; and in the sale of such gas for resale 
for ultimate public consumption, in States other than that in which it is pro- 
duced or purchased, for domestic, commercial, industrial, or other uses; 

(3) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other uses 
and is therefore (as heretofore found by the Commission in its opinion and 
order entered on September 23, 1942, in docket Nos, G—200 and G—207, supra, p. 273) 
“a natural-gas company” within the purview of the Natural Gas Act; 

(4) The construction and eperation of the facilities described in paragraph (d) 
above, will enable Panhandle Eastern to maintain more adequate service by 
making available additional natural gas to consymers presently supplied by appli- 
cant and by distributing companies receiving their gas from applicant, many of 
whom are engaged in essential war work, and in addition will permit it to supply 
gas under its contract with Bast Ohio if there is no large increase in the require- 
ments of those presently supplied ; 
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(5) All the facilities described above are a part of applicant’s integrated pipe 
line system and will be used in the transportation or sale for resale, or both, 
of natural gas in interstate commerce, as described in paragraph (2) above, and 
the construction and operation thereof are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(6) Applicant’s recoverable gas reserves are adequate to meet the increasing 
demand requirements resulting from the operation of the proposed facilities; 

(7) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; . 

(8) The proposed construction and operation of the facilities described in 
paragraph (d) above as hereinafter authorized will be required by the future 
public convenience and necessity ; 

(9) It is unnecessary, in issuing a certificate to the applicant, to condition the 
same except as hereinafter provided ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
authorizing Panhandle Eastern to construct and operate the proposed facilities 
referred to in paragraph (d), above, and described in the application in this 
proceeding subject to the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuation, estimate or determination of cost or any other 
matters whatsoever in any proceeding now pending before this Commission or 
before such other regulatory body and nothing in this certificate shall be con- 
strued as an acquiescence by the Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted by the applicant; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(EB) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and order reducing rates entered 
September 23, 1942, in docket Nos. G-200 and G—207, supra, p. 273, or in any 
manner relieving Panhandle Eastern from filing new rate schedules reflecting 
the reduction in rates in conformity therewith ; 

(F) Appropriate evidence of this certificate shall be furnished to applicant. 


Order approving disposition of amounts classified in Account 100.5 electric plant 
acquisition adjustments, and Account 107, electric plant adjustments 


Virginia Public Service Company 


(Docket No. IT-5842) 
September 21, 1943 


It appearing to the Commission that: 

(a) On April 1, 1939, Virginia Public Service Company (hereinafter called 
“Virginia’”’), filed its reclassification and original cost studies of electric plant 
as of January 1, 1987, pursuant to the requirements of electric plant accounts 
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instruction 2-D of the Commission’s Uniform System of Accounts and the order 
of May 11, 1937, pertaining thereto; 

(0) A joint field examination of Virginia’s studies was made by the staff of 
this Commission and the staff of the Virginia State Corporation Commission ; 

(c) After the field examination had been completed, Virginia requested an 
opportunity to review the staff’s conclusions, obtain copies of working papers 
pertaining thereto, and make any necessary additional studies relating to the 
reclassification of its electric plant; 

(d) The Commission granted Virginia’s request and following completion of 
the work, referred to in paragraph (c), conferences were held between repre- 
sentatives of the company and the staff with respect to the adjustments pro- 
posed to the company’s studies as a result of the field examination ; 

(e) On July 29, 1943, Virginia filed revised reclassification and original cost 
studies in which, inter alia, it established $7,092,515.11* in Account 100.5, elec- 
tric plant acquisition adjustments, and $1,193,623.20 in Account 107, electric 
plant adjustments, and proposed plans for the disposition of the amounts clas- 
sified in Accounts 100.5 and 107; 

(f) Virginia proposes to dispose of $5,823,098.48, being the remaining balance 
(see footnote 1) in Account 100.5 as of January 1, 1943, representing the excess 
of cash cost over original cost of certain properties acquired as operating unit or 
systems, by charging $707,950.82 thereof to Account 258.2, reserve for utility plant 
adjustments,’ and by amortizing $5,115,147.61 thereof by equal annual charges 
over a fifteen-year period beginning with 1943 to Account 505, amortization of 
electric plant acquisition adjustments ; 

(g) Virginia proposes to dispose of the $1,193,623.20 classified in Account 107 
by charging $344,125.41 representing underpriced and unrecorded retirements to 
Account 250, reserve for depreciation, and by charging $849,497.79, representing 
chiefly improper charges (net) to plant account, to Account 258.2, reserve for 
utility plant adjustments; 

The Commission finds that: 

The proposed dispositions of the amounts classified in Accounts 100.5 and 107, 
as herein described in paragraphs (f) and (g), are in conformity with sound prin- 
ciples of accounting and the Commission’s Uniform System of Accounts, pro- 
vided the amortization of the $5,115,147.61 is made by charges to Account 537, 
miscellaneous amortization ; 

The Commission orders that: 

(A) Virginia dispose of $707,950.82 classified in Account 100.5 in the manner 
described in paragraph (f) hereof; of $5,115,147.61 classified in Account 100.5 
by equal annual charges over a fifteen-year period beginning with 1943 to Ac- 
count 537, miscellaneous amortization; and of $1,193,623.20 classified in Account 
107 in the manner described in paragraph (g) hereof; 

(B) Within thirty (30) days from the date of service of this order, Virginia 
submit certified copies of the entries giving effect to the disposition of $707,950.82 
classified in Account 100.5 and the $1,193,623.20 in Account 107; 

(C) Virginia submit within 30 days after the close of each year, beginning 
with the year 1943, certified copies of the entries giving effect to the amortiza- 


1 This ig amount of the acquisition adjustment as of January 1, 1937. Due to correction 
of retirements between January 1, 1937, and January 1, 1943, this adjustment has been 
reduced by $1,269,416.68 to $5,823,098.43. 

*This reserve was created by Virginia in 1942 from earned surplus, pursuant to an order 
of the Securities and Exchange Commission, dated May 22, 1942, 8. B. C. File Nos. 70-427, 
59-30, 54-49, and 70-534. The company’s proposed disposition of a portion of the amount 
classified in Account 100.5, and a portion of the amount classified in Account 107 by charges 
to this reserve will extinguish the entire balance therein. 
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tion of the $5,115,147.61 classified in Account 100.5 as herein approved and 
directed ; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the ‘Public Utility 
Holding Company Act of 1935-and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order approving disposition of amounts established in Account 100.5, electric 
plant acquisition adjustments and Account 107, electric plant adjustments 


Wheeling Electric Company 
September 21, 1943 


It appearing to the Commission that: 

(a) On January 29, 1941, Wheeling Blectric Company filed with the Com- 
mission its reclassification and original cost studies pursuant to electric plant 
accounts instruction 2-D of the Commission’s Uniform System of Accounts 
prescribed for publie utilities and licensees and the Commission’s order of May 
11, 1937; 

(b) As such studies were tentative and incomplete, Wheeling made additional 
studies and filed revised original cost statements with the Commission on October 

(c) The staff of the West Virginia Public Service Commission and the staff 
of the Federal Power Commission thereafter made a joint field examination of 
of the Federal Power Commission thereafter made a joint field examination of 
Wheeling’s revised reclassification and original cost studies ; 

(d) Thereafter, on March 5, 1943, pursuant to a request of the Commission’s 
staff, Wheeling filed additional revisions to its studies for the purpose of cor- 
recting certain deficiencies indicated by the field examination ; 

(e) Wheeling has established an amount of $238,835.91 in Account 100.5, elec- 
tric plant acquisition adjustments, and an amount of $1,389,604.69 in Account 
107, electric plant adjustments ; 

(f) The amount of $238,835.91 represents the balance remaining in the com- 
pany’s accounts at January 1, 1937, of the excess of recorded cost over original 
cost of acquisitions of operating units or systems; 

(g) The amount of $1,389,604.69 consists of (1) a write-up of $901,500 re 
corded in the plant account of ‘Wheeling Electric Company upon the merger of 
The Bridgeport Hlectric Light and Power Company and Consumers Electrical 
Company into Wheeling as of February 29, 1911, and (2) $488,104.69, represent- 
ing amounts recorded on Wheeling’s books which are not identified with the 
company’s remaining property ; 

(h) Wheeling requests permission to dispose of the $238,835.91 established in 
Account 100.5 by amortizing that amount over a period of ten years by charges 
to Account 505, amortization of electric plant acquisition adjustments, and to 
dispose of $1,389,604.69 established in Account 107 by an immediate charge to 
Account 270, capital surplus, such surplus having been created in 1941 by a 
capital contribution of $2,458,000 to Wheeling Electric Company made by its 
parent company, American Gas and Electric Company ; 

The Commission finds that: 

The disposition proposed by Wheeling Electric Company is in accordance 
with sound principles of accounting and the Commission’s Uniform System of 
Accounts: Provided, That amortization of the $238,835.91 is made by charges to 
Account 587, miscellaneous amortization ; * 


1 See, inter alia, orinions In the Matters of St. Croig Falls Minnesota Improvement Com- 
pany, et al., supro, p. 18, and p. 148, 
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The Commission orders that: 

(A) Wheeling Hlectric Company dispose of the $1,389,604.69 established in 
Account 107 by an immediate charge to Account 270, capital surplus, and dis- 
pose of the $238,835.91 established in Account 100.5 by equal annual charges to 
Account 537, miscellaneous amortization, over a period of ten years commencing 
with January 1, 1948: Provided, That Wheeling Electric Company may accelerate 
the disposition of the $238,835.91 if it desires so to do; 

(B) Wheeling Electric Company shall submit certified copies of the entries 
required by paragraph (A) hereof within thirty days after the date of service 
of this order and shall submit the subsequent amortization entries required by 
paragraph (A) hereof within thirty (30) days after the close of each year in 
which such entries are to be made: 

(C) Nothing in this order shall be construed as approving the inclusion in 
Wheeling Company’s plant accounts of the fees paid American Gas and Hlectric 
Company, Wheeling’s parent, for engineering and supervision on construction ; 
the propriety of the inclusion of such fees, or any part thereof being reserved 
for further consideration ; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations, and orders issued by 
the Securities and Exchange Commission. 


Order authorizing and approving sale of electric facilities 
California Electric Power Company 


(Docket No. IT—5849) 
September 24, 1943 


Upon application filed August 19, 1948, under section 203 of he Federal Power 
Act, by California Electric Power Company (hereinafter referred to as the 
“applicant”), a corporation having its principal office at Riverside, California, 
requesting an order authorizing and approving (in accordance with an agree- 
ment of sale and purchase made a part of the application and designated as 
Exhibit L), the sale to Imperial Irrigation District (hereinafter referred to as 
the “District”) of certain electric facilities in California subject to the juris- 
diction of this Commission, all of which is more specifically set forth in the 
application and exhibits attached thereto; and 

It appearing to the Commission that: 

(a) Due notice in writing has been given to the Governors and State Com- 
missions of the States of Arizona, California and Nevada, and notice of said 
application was published in the Federal Register of August 28, 1943, Volume 8 
at page 11877, notifying those desiring to be heard or to file protest that they 
should do so on or before September 11, 1943, and no protest or petition or 
request to be heard in opposition to the granting of the application has been 
received ; 

(b) The District, a public agency of the State of California, was organized 
under the California Irrigation District Act. (Stats. of Cal. 1897, p. 254, as 
amended) and by virtue of an Act of 1919 (Stats .of Cal. 1919, p. 778, as amended), 
it is authorized to acquire and operate electric facilities for the distribution and 
sale of electric energy ; 

(c) The applicant proposes to sell the following electric facilities for a cash 
consideration of $4,900,000, subject to certain adjustments and conditions: 
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(a) all of its electric transmission and distribution facilities, including all of its 
real and personal properties, used in its electrical operations in the County of 
Imperial, California, and in that part of the County of Riverside, California, 
described in the application as “District Coachella Area” consisting of approxi- 
mately fifty-four townships in said County of Riverside and including the area 
to be served with water from the Coachella branch of the All-American Canal, 
excepting, however, its Palo Verde Valley transmission line extending from Cali- 
patria in the County of Imperial to Blythe in the County of Riverside; (b) two 
short sections of electric transmission lines in said Riverside County outside 
said District Coachella Service Area; and (c) its electric transmission line 
extending between Rincon in the County of San Diego, California, and El Centro 
in said County of Imperial ; 

(d) The California Districts Securities Commission and the Railroad Com- 
mission of California, by orders of August 13, 1948, and September 22, 1943, have 
defined or limited, for a period of 25 years, the service areas of the District and 
the applicant, respectively, in accordance with the terms of the agreement of 
sale and purchase referred to above; 

(e) The Arizona Corporation Commission, by its order of September 21, 1943, 
granted an application by the applicant for the proposed sale of facilities, and 
the Railroad Commission of the State of California approved the proposed sale 
by its order of September 22, 1943. 

The Commission, having considered said application and the record thereon, 
finds that: 

(1) The applicant is a corporation organized and existing under the laws of 
the State of Delaware and is engaged in the business of generating, trans- 
mitting, and distributing electric energy to the public within the States of 
Arizona, California, and Nevada ; 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
and among the aforesaid States and consumed by persons other than the trans- 
mitter thereof at points outside the respective States from which it is transmitted, 
and the applicant is, therefore, a public utility within the meaning of that term 
as used in section 203 of the Act; 

(3) The proposed sale of facilities by the applicant include facilities for the 
transmission of electric energy transmitted from one State and consumed by 
persons other than a transmitter thereof at points outside such State, which 
facilities are of a value in excess of $50,000, and the sale of such facilities is 
subject to the requirements of section 203 of the Federal Power Act; 

(4) The proposed sale will not adversely affect applicant’s ability to render 
adequate service to its remaining consumers, nor will applicant’s financial con- 
dition or the interests of its security holders be adversely affected thereby ; 

(5) The proposed sale of facilities will enable the applicant to improve its 
capital structure and better its position to refund its outstanding funded debt at 
a substantial saving in interest ; 

(6) The proposed sale of facilities by the applicant, as hereinafter authorized, 
insofar as subject to the jurisdiction of the Commission, will be consistent with 
the public interest. 

The Commission orders that: 

(A) The proposed sale of facilities by the applicant upon the terms and con- 
ditions set forth in its application be and it hereby is authorized and approved, 
subject to the provisions of this order, insofar as it includes facilities subject to 
the jurisdiction of this Commission ; 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
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counts, valuations, estimates or determinations of cost, the connection of facilities, 
the generation, delivery, interchange, transmission, or sale of electric energy, 
or any other matter whatsoever which may come before this Commission or 
such other regulatory body; and nothing-in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or any 
valuation of property claimed or asserted, or in any illegal agreement or arrange- 
ment to limit the output of electric energy, to restrain trade or to fix or maintain 
prices for electrical energy or service; 

(C) This authorization shall expire unless acted upon within sixty (60) days 
after the date of this order; 

(D) The applicant shall report within ten (10) days after the consummation 
of the proposed sale, as required by the Rules of Practice and Regulations, and 
shall file proposed journal entries within six (6) months of the consummation 
of the proposed sale as required by the Commission’s Uniform System of Accounts, 


Order issuing temporary certificate of public convenience and necessity 
West Texas Gas Company 
(Docket No. G—489) 
September 28, 1943 


Upon consideration of the application filed by West Texas Gas Company on 
July 30, 1943, as amended August 24, 1943, pursuant to section 7 (c) of the 
Natural Gas Act, as amended, for a temporary certificate of public convenience 
and necessity for the operation of the facilities hereinafter described; the 
application for a permanent certificate filed by that company on September 3, 
1948; and the applications of the same company in docket Nos. G-330 and 
G-—422, referred to in the aforesaid applications ; 

It appearing to the Commission that: 

(a) Applicant is a corporation engaged in the purchase, transportation and 
sale of natural gas. In addition to serving numerous communities in the State 
of Texas, it purchases Texas-produced gas and transports such gas through 
its pipe lines situated in the State of Texas and extending to a point adjacent 
to the boundary line of the States of Texas and New Mexico; sales of gas are 
made at that point by applicant to the New Mexico Eastern Gas Company, 
which latter company transports such gas out of the State of Texas to points 
within the State of New Mexico, for resale for ultimate public consumption in 
that: State, for domestic, commercial and industrial uses. The sales of gas by 
applicant to New Mexico Eastern Gas Company constitute a part of an established 
course of business between the two companies extending over a period of years. 
There is a continuous flow of the gas from the points in Texas, from whence 
applicant transports the same, to points in New Mexico; 

(b) Pending Commission determination of its application for a permanent 
certificate, applicant seeks a temporary certificate pursuant to section 7 (c) 
of the Natural Gas Act, as amended, authorizing the applicant to operate the 
following described facilities : 

(i) Approximately eight miles of 10%-inch O. D. loop line immediately south 
of applicant’s Plainview Compressor Station in Hale County, Texas; 

(ii) An additional 400 hp engine at applicant’s Turkey Creek Compressor 
Station in Potter County, Texas. 

The Commission finds that: 
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(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
uses, and is a natural-gas company within the meaning of the Natural Gas Act; 

(2) The facilities for operation of which a temporary certificate is sought 
are to be operated as an integral part of applicant’s pipeline system for the 
transportation and sale of natural gas in interstate commerce and such 
operation is subject to the requirements of section 7 (c) of the Natural Gas 
Act, as amended ; 

(3) An emergency exists by reason of the fact that the immediate operation 
of the facilities described in paragraph (b) hereof is required in order to 
increase the capacity of applicant's transmissiow facilities, and thereby to 
supply increased demands of communities and industrial customers receiving 
gas service from applicant, and to assure maintenance of adequate service 
to existing consumers; 

(4) The operation of the proposed facilities will provide the needed additional 
capacity of applicant’s transmission facilities ; 

(5) The issuance of a temporary certificate of public convenience and 
necessity, as hereinafter authorized, is necessary to assure maintenance of 
adequate service ; and 

The Commission orders that: 

(A) Subject to the provisions of this order, a temporary certificate of public 
convenience and necessity be and the same is hereby issued, pending the 
determination of the application for a permanent certificate, authorizing the 
applicant to operate the facilities described in paragraph (6) above, and as 
shown in the application ; 

(B) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever which may come before this Commis- 
sion or such other regulatory body and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost, 
or any valuation of property claimed or asserted; 

(C) Nothing herein shall be construed as affecting in any manner the 
determination of the service area of applicant under section 7 (f) of the 
Natural Gas Act, as amended ; 

(D) Nothing herein shall be construed as affecting in any manner the 
determination of the application for a permanent certificate ; 

(E) Nothing contained herein shall be construed as relieving applicant from 
the necessity of complying with any order, rule, regulation or other requirement 
of the War Production Board. 


Order denying application for rehearing 
Indiana Hydro-Electric Power Company 


(Docket No. IT-5681) 
September 28, 19438 


Upon consideration of the application for rehearing filed on August 30, 1943, 
by Indiana Hydro-Electric Power Company in this matter for a rehearing of the 
Commission’s order directing accounting entries and disposition of amounts in 
Account 107 entered July 30, 1943, pursuant to its opinion, supra, p. 510; 
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The Commission finds that : 

No new facts have been presented or alleged in said application for rehearing 
which would justify a reversal or revision of the Commission’s order and opinion, 
and no principles of law are stated in the application which were not fully 
considered by the Commission before it entered such order and opinion ; 

Therefore, the Commission orders that: 

The said application for rehearing be and the same hereby is denied. 


Order issuing certificate of public convenience and necessity 
Empire Gas and Fuel Company, Limited 
(Docket No. G-302) 
September 30, 1943 


Upon consideration of the application filed by Empire Gas and Fuel Company, 
Limited, on May 7, 1942, and an amendment thereto filed on March 11, 1943, 
pursuant to section 7 (c) of the Natural Gas Act, as amended, for a certificate of 
publie convenience and necessity authorizing the continuation of operations by 
the company, subject to the Commission’s jurisdiction, in which the company, on 
February 7, 1942, and subsequent thereto, has been bona fide engaged ; 

It appearing to the Commission that: 

(a) Empire Gas and Fuel Company, Limited (hereinafter referred to as 
“applicant”), is a New York corporation engaged in the production, purchase, 
transportation, distribution and sale of natural gas in New York State. Appli- 
cant owns and operates natural gas pipelines, compressor stations and other 
appurtenant facilities extending from six points on the New York-Pennsylvania 
state boundary near the villages of Alma and Bolivar, New York, to several 
towns and villages in Allegany and Steuben Counties, New York, as shown by 
Exhibit “B” (revised) to the application as amended, said exhibit being hereby 
referred to and made a part hereof by reference. Applicant purchases natural 
gas produced in Pennsylvania from Empire Gas and Fuel Company an affiliated 
Pennsylvania corporation (hereinafter sometimes referred to as the Pennsyl- 
vania Company), at the aforesaid points on the New York-Pennsylvania state 
boundary and sells such gas at retail in New York State for ultimate public 
consumption for domestic, commercial, industrial and other uses. 

(b) The Pennsylvania Company, in an application heretofore filed with this 
Commission on May 7, 1942, and subsequently amended, for a certificate of public 
convenience and necessity authorizing the continuation of operations by that 
company, subject to the Commission’s jurisdiction, in which it had been bona fide 
engaged on and subsequent to February 7, 1942, made showing of the following 
facts: 

(i) The Pennsylvania Company produces and purchases natural gas in the 
townships of Oswayo, Sharon, Clara, and Pleasant Valley, in Potter County and 
the township of Ceres in McKean County, Pennsylvania. 

(ii) The Pennsylvania Company sells well over 90% of its total deliveries of 
natural gas at the New York-Pennsylvania state boundary to the applicant for re- 
sale, the amount of gas so sold constituting about one-fourth of applicant’s entire 
supply. 

(iii) The Pennsylvania Company owns and operates natural gas pipelines and 
appurtenant facilities through which flows the gas produced and purelased by 
it and sold to the applicant at said points on the New York-Pennsylvania 
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(c) The Commission, on June 1, 1948, issued a certificate of public convenience 
and necessity pursuant to the aforesaid application of the Pennsylvania Com- 
pany, finding that said company is engaged in transportation in interstate com- 
merce of natural gas produced in Pennsylvania, and in the sale of natural gas in 
interstate commerce for resale for ultimate public consumption in New York by 
means of its natural gas pipe lines and appurtenant facilities located in Pennsyl- 
vania and connecting at points on the Pennsylvania-New York state boundary 
with pipe lines of the applicant. 

(d) Notice of the application of May 7, 1942, has been duly served upon all 
interested parties in accordance with the Commission’s regulations and pub- 
lished in Volume 7, Federal Register, page 4005, and no protest thereto has been 
received. 

The Commission finds that: 

(1) On and subsequent to February 7, 1942, there has been a substantially con- 
tinuous uninterrupted flow of natural gas from points in Pennsylvania to points 
of local distribution in New York through and by means of facilities owned and 
operated by the Pennsylvania Company (and by persons selling natural gas to 
the Pennsylvania Company) in the State of Pennsylvania, and by applicant in the 
State of New York. 

(2) On and subsequent to February 7, 1942, applicant has transported natural 
gas, purchased from the Pennsylvania Company, in the course of the aforesaid 
interstate flow to points of local distribution in the State of New York, by means 
of natural gas pipe lines, compressor and other appurtenant facilities owned and 
operated by the applicant in the State of New York. Such transportation con- 
stitutes an established course of business extending over a period of years. 

(3) On February 7, 1942, the applicant was bona fide engaged in the transpor- 
tation of natural gas in interstate commerce for ultimate public consumption for 
domestic, commercial, industrial and other uses, over the routes described in its 
application as amended and the exhibits attached thereto, and has so operated 
since that time. 

(4) The application was duly made to the Commission within 90 days after 
February 7, 1942 (the effective date of section 7 (c) amended), and complies 
with the Commission’s regulations as to form and content. 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is issued 
to Empire Gas and Fuel Company, Limited, authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, as amended, for the 
transportation of natural gas, subject to the jurisdiction of this Commission. 

(B) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever which may come before this Commission or 
such other regulatory body and nothing herein shall be construed as an ac- 
quiescence by this Commission in any estimate or determination of cost, or any 
valuation of property claimed or asserted. ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act. 

(D) ' This certificate shall be effective as long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission. 

(BE) Appropriate evidence of the issuance of this‘ certificate shall be furnished 


to applicant. % 17 
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Order modifying order of August 2, 1943, and denying in part, and granting in part, 
application for rehearing 


Mississippi Power’& Light Company 


(Docket No. IT-5824) 
September 30, 1943 


Upon consideration of Mississippi Power & Light Company’s application for 
rehearing, filed September 1, 1948, as amended September 28, 1943, with respect to 
the Commission’s order of Angust 2, 1943, in the above-entitled matter supra, 
p. 529; and 

It appearing to the Commission that: 

(a) Under the provisions of the order of August 2, 1943, Mississippi Power & 
Light Company is required, inter alia, to classify $952,097.69 in Account 100.5, 
electric plant acquisition adjustments, and to dispose of such amount over a period 
of ten years by equal annual charges to Account 537, miscellaneous amortization ; 
to classify $12,396,371.24 in Account 107, electric plant adjustments, and to dis- 
pose of such amount by charging $301,771.43 to Account 151, capital stock expense, 
$410,682.44 to Account 140, unamortized debt discount and expense, $198,412.90 to 
Account 270, capital surplus, and $11,485,504.47 to Account 271, earned surplus, 
with the proviso that all or any part of the latter sum may be charged to a capital 
surplus properly created for such purpose; and to complete and file within four 
months from the date of service of the order of August 2, 1943, revised reclassifi- 
cation and original cost studies as to the balance of its recorded book cost; 

(b) In its application for rehearing Mississippi Power & Light Company con- 
cedes the classification of $8,912,170.95 in Account 107, but contends that $4,200,000 
may be properly classifiable in Account 100.5 in lieu of the $952,097.69 classified 
therein in our order of August 2, 1943, as a result of studies it is presently making 
which will be completed by December 1, 1943; 

(c) Mississippi concedes the disposition of $301,771.43, $410,682.44 and $198,- 
412.90 of the foregoing $8,912,170.95, as required by paragraphs (C) (i), (C) (ii), 
and (C) (iii) of the Commission’s order of August 2, 1943; 

(d) Mississippi, as permitted by paragraph (D) of the order of August 2, 
1943, has proposed alternative plans for disposition as to $948,574.62 of the 
$8,912,170.95, as follows: 


To Account 140, unamortized debt discount and expense, represent- 
ing debt discount and expense associated with issuance of bonds__ * $318, 844. 17 
To Account 250, reserve for depreciation, representing unrecorded 


retirements 597, 080. 45 
To Account 271, earned surplus, representing discount on notes 


948, 574. 62 


1 The order of August 2, 1943, required the classification of $410,682.44 in Account 140. 
There will, therefore, now be $729,526.61 in that account. Of the $729,526.61, Mississippi 
has already predisposed of $336,789.77 by charges to income or surplus and now proposes 
to dispose of an additional $67,125.00 thereof by a charge to Account 271, earned surplus, 
These dispositions will leave a balance of $295,611.84 in Account 140 now proposed to be 
amortized over the remaining life of the bonds. 
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(e) Mississippi proposes the disposition of an additional $700,526 of the 
foregoing $8,912,170.95 as follows: 


To Account 271, earned surplus, unrecorded retirements of other 
utility plant (railway), $469,201, -and an aggregate amount of 
$36,343.25, representing amounts which, prior to December 31, 
1942, had in effect been charged to plant account and credited to 
revenues by electric and water service rendered free of charge to 
the city of Crystal Springs in accordance with franchise 
FN a odes ber labatnanlen ccnp aeppesiels ecaren ota ial $605, 544. 25 
To Account 213, miscellaneous long term debt, representing notes 
payable in service to Crystal Springs, the face value of which 
notes was originally charged to plant account 


The Commission finds that: 
(1) Mississippi's proposed alternative plans for the disposition of the $948,- 
574.62, as described in paragraph (d) hereof, and the proposed plans for dis- 
position of $700,526, as described in paragraph (e) hereof, are in accordance with 
sound principles of accounting and the Commission’s Uniform System of 
Accounts ; 

(2) It is appropriate to modify the requirements of paragraph (C) (iv) of 
the order of August 2, 1943, to permit disposition of $948,574.62, as set forth 
in paragraph (d) above, and to require disposition of $700,526, as described in 
paragraph (e€) above; 

(3) The assignments of error with respect to the classification and disposition 
of the balance of $8,912,170.95, namely $6,352,203.56, raise no new questions of 
fact or of law which were not considered by the Commission prior to its adoption 
of the order in question ; 

(4) It is appropriate to afford Mississippi a further opportunity to present 
material and relevant evidence bearing on the classification and disposition of the 
$4,200,000, referred to in paragraph (0b) above, which the company contends may 
be includible in Account 100.5; 

(5) The assignments of error with respect to the completion and preparation 
of revised reclassification and original cost studies as to the balance, adjusted 
in accordance with the foregoing, of its recorded book costs ($21,523,075.25) do 
not raise any new questions of fact or of law which were not considered by the 
Commission prior to its adoption of the order of August 2, 1943, in ordering new 
studies with respect to the balance there referred to; 

The Commission orders that: 

(A) The application for rehearing of Mississippi Power & Light Company, 
insofar as it relates to the classification and disposition of the $6,352,203.56 
heretofore ordered, be and the same is hereby denied ; 

(B) Mississippi Power & Light Company dispose of the difference between 
$8,912,170.95 and $6,352,203.56, i. e., $2,558,967.39, as described in paragraphs (c), 
(d), and (e), above; 

(C) The application for rehearing of Mississippi Power & Light Company 
insofar as it relates to the classification and disposition of $4,200,000, be and 
the same is hereby granted, at such time and place as may be fixed by the Com- 
mission hereafter ; 

(D) Not later than December 5, 1943, Mississippi shall submit in writing, under 
oath, its proposed classification and plan for disposition of the $4,200,000; 

(E) The application for rehearing, insofar as it relates to the completion and 
filing of revised reclassification and original cost studies respecting the balance, 


‘ 
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adjusted as referred to in paragraph (5) above, of its recorded book costs, be 
and the same is hereby denied ; 

(F) In submitting its proposals and plans referred to in paragraph (D) hereof, 
Mississippi shall set forth with particularity the facts upon which it relies in 
support of its proposed classification and disposition of the amounts involved ; 

(G) Mississippi shall submit, within ninety (90) days from the date of service 
of this order, certified copies of the entries classifying $8,912,170.95 in Account 
107; and certified copies of the entries disposing of the $8,912,170.95 by charg- 
ing $301,771.43, $410,682.44 and $198,412.90 in the manner described in paragraphs 
(C), (i), (ii), and (iii) of the order of August 2, 1943; by charging $948,574.62 
and $700,526 as described in paragraphs (d) and (e) of this order; and by 
charging $6,352,203.56 as described in paragraph (C) (iv) of the order of August 
2, 1943. 


Order dismissing order to show cause 
Kentucky-Tennessee Light & Power Company 


(Docket No. IT-5627) 
September 30, 1943 


It appearing to the Commision that: 

(a) An order was adopted on April 16, 1940, directing Kentucky-Tennessee 
Light & Power Company to show cause, if any there be, at a public hearing why it 
had failed to comply with electric plant accounts instructions 2-D of the Com- 
mission’s Uniform System of Accounts prescribed for public utilities and licensees 
and its order of May 11, 1937, requiring the filing of reclassification and original 
cost studies and why the Commission should not institute appropriate proceedings 
against them for their failure to comply with the aforesaid requirements ; 

(b) Thereafter Kentucky-Tennessee advised the Commission that its studies 
would be filed shortly and requested a postponement of the hearing, which was 
granted; 

(c) Kentucky-Tennessee Light & Power Company filed partial reclassification 
and original cost studies on June 15, 1940, and was subsequently granted several 
extensions of time within which to complete and file revised reclassification and 
original cost studies ; 

(d) In May 1942, however, before the revised studies were filed, Kentucky- 
Tennessee Company’s assets were sold and on December 30, 1942, Kentucky- 
Tennessee Light & Power Company was dissolved ; 

The Commission finds that: 

It is appropriate that the order to show cause referred to in paragraph (a) 
hereof be dismissed ; 

The Commission orders that: 

The order to show cause referred to in paragraph (@) hereof be and the same is 
hereby dismissed. 


Order authorizing issuance of securities 
Montana-Dakota Utilities Co. 
(Docket No. IT-5844) 
September 30, 1943 


Montana-Dakota Utilities Co. (hereinafter referred to as the applicant), whose 
principal business office is at 831 Second Avenue South, Minneapolis, Minnesota, 
582231—44—-vol. 370 . 
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on August 5, 1943, applied for an order pursuant to section 204 of the Federal 
Power Act, authorizing it to issue 19,512.9 shares of 5 percent Series preferred 
stock of $100 par value per share in exchange for 17,739 shares of 6 percent Series 
preferred stock of $100 par value per share which are now outstanding, and 
requested that hearing on its application be waived. An amendment to the ap- 
plication was filed on September 25, 1943. 

, From the sworn application, as amended, and the record thereon, it appears 
that: 

(a) Due written notice of the application has been given to Public Service 
Commission of Wyoming, the Public Service Commission of North Dakota, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of: Minnesota, and 
to the Governor of each of those States. Notice of the application was also 
published in the Federal Register on August 18, 1943, stating that any person 
desiring to be heard or to make any protest in reference to said application should 
file a petition or protest on or before August 31, 1943. No protest, petition or 
request to be heard in opposition to the granting of the application has been 
received. 

(b) The Public Service Commission of North Dakota, by order dated Septem- 
ber 3, 1943, in case No. 4097, granted an application for authority to issue and 
exchange the proposed stock upon the following conditions: 

“The proposed transaction will be entered into only if it is approved by the 
stockholders of applicant pursuant to the Delaware corporation law and au- 
thorized by the Federal Power Commission.” 

(c) At a meeting of the stockholders of the common stock, the 5 percent Series 
preferred stock and the 6 percent Series preferred stock, duly called and held at 
the applicant’s office, hereinbefore mentioned, on the 20th day of September, 1943, 
a resolution was approved and adopted, amending the articles of incorporation 
to authorize the proposed issue and exchange of stock as set forth fully in the 
application, each class of stockholders, voting separately, voting in favor of the 
amendment. 

(d) By the proposed issue and exchange of stocks, the applicant will reduce 
the dividend rate from 6 percent upon the 6 percent Series preferred stock which 
is now outstanding, to 5 percent, and will increase the number of shares of the 
5 percent Series by 10 percent of the 17,739 outstanding, or 1,773.9 shares. 

(e) The proposed transaction will reduce applicant’s annual dividend require- 
ments by $8,869.50. 

(f) The stock structure of the applicant will be simplified by the elimination 
of the class of 6 percent Series preferred stock. 

(g) No underwriter’s or finder’s fees will be incurred or paid in connection 
with the issue of stock. 

(h) By reference, the Exhibit K (1) in docket No. IT-5664 is made a part of 
this application. 

(4) Applicant avers that it is a public utility operating company carrying on 
an electric public ‘utility business in the States of Montana, North Dakota and 
South Dakota, and exporting electric energy to Canada, referring to dockets Nos. 
IT-5460 and I'T-5333. 

Upon consideration of the foregoing applications and the record thereon, the 
«Commission finds: 

(1) The applicant is a corporation organized and existing under and by virtue 
of the laws of the Stateof Delaware, and carries on electric and natural gas utility 
business in the .States.af Montana, North Dakota and South Dakota and a gas 
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utility business in the State of Wyoming. Of said States, only the State of 
North Dakota has any law under which the applicant’s security issues are 
regulated by a State commission. - 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between the 
States of North Dakota and Montana, and consumed, by persons other than the 
transmitter thereof, at points outside the State from which it is transmitted. 
The applicant also owns and operates facilities in the State of Montana for 
the transmission of electric energy from that State, which energy is consumed 
by persons other than the transmitter thereof, at points in the Province of Sas- 
katchewan, Dominion of Canada. The applicant is, therefore, a public utility 
within the meaning of that term as used in section 204 of the Federal Power Act. 

(3) The proposed issuance of 5% Series preferred stock will constitute the 
issuance of securities within the purview of section 204 of the Federal Power Act. 

(4) The applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issue of 
stock is, therefore, not exempted by that section from provisions of section 
204 of that Act. 

(5) The proposed issuance of stock will not result in the capitalization of 
the right to be a corporation or of any franchise, permit, or contract for con- 
solidation, merger, or lease in excess of the amount (exclusive of any tax or 
annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract. 

(6) The proposed issuance of stock is for a lawful object within the corporate 
purposes of the applicant and compatible with the public interest, which is ap- 
propriate for and consistent with the proper performance by the applicant of 
service as a public utility and which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

The Commission orders that: 

(A) The proposed issuance of stock is authorized upon the terms and condi- 
tions and for the purposes set forth in the application, as amended, subject to 
the terms of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission, or any regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of costs, or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of costs, or any valuation of property claimed 
or asserted. 

(C) This authorization shall expire unless acted upon within sixty (60) days 
from the date hereof. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to the securities to which 
this order relates, 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 
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Order denying application for rehearing; dismissing joint application for ap- 
proval of tranefer of license; and dismissing application for approval of the 
leasing of project property (transmission line) 


California Electric Power Company and Imperial Irrigation District 
(Project No. 589) 
September 30, 1943 


Upon application filed September 4, 1943, by California Electric Power Com- 
pany, licensee for transmission-line project No. 589, for a rehearing on the Com- 
mission’s order of August 10, 1943, dismissing licensee’s application; filed August 
30, 1937, for amendment of license to include therein certain additional electric 
power lines; 

Upon joint application filed September 3, 1943, by California Electric Power 
Company, licensee for said project, and Imperial Irrigation District, a public cor- 
poration and agency of the State of California, for approval of transfer of license 
for the project from the former to the latter ; 

Upon joint application filed September 4, 1943, by California Electric Power 
Company, licensee for said project, and Imperial Irrigation District for approval 
of the leasing of a portion of the facilities licensed as project No. 589 to the 
California Company after transfer of the license and projeet property to the 
District ; and 

It appearing that: 

(a) The project, as described in the license, consists of the Colorado River 
substation within the Yuma Indian School Reservation ; portions of a wood pole, 
88-kilovolt, single circuit transmission line, which extends from the licensee’s 
substation at El Centro to the Colorado River substation across Government 
land for a distance of 7.92 miles, more or less, together with a telephone line of 
equal length; a tie transmission line one mile in length, more or less, extending 
from the Colorado River substation to a point of connection with the Untited 
States Bureau of Reclamation’s transmission line located on the section line 
between sections 26 and 27, T. 16 S., R. 22 E., 8S. B. M., which tie line operates 
at 33 kilovolts and includes a telephone line; and a 2,200-volt transmission line 
connecting with an existing line at a point in the NE of section 35, T. 16 §8., 
R. 22 E., 8S. B. M. and extending for a distance of about 8,080 feet in a northerly 
direction to a point in the SE4 of section 23, T. 16 S., R. 22 E., S. B. M.; 

(b) The application for amendment of license filed August 30, 1937, and dis- 
missed by the Commission’s order of August 10, 1943, requested that three 
2,300-volt circuits and two 33,000-volt circuits extending across the Colorado 
River from licensee’s substation located in Fort Yuma Indian School Reserve in 
Imperial County, California, to various points in Yuma, Arizona, be included in 
the license for the project ; 

Upon examination of the source of energy transmitted over and the functions 
served by the lines described in paragraphs (@) and (6) above, and upon con- 
sideration of the licensee’s application for rehearing on the Commission’s order 
of August 10, 1943, dismissing the application for amendment of license, the 
Commission finds that: 

(1) The lines described in paragraphs (a) and (b) above are not primary 
lines as set forth in section 8 (11) of the Federal Power Act, and the lines 
therefore are not within the licensing authority of the Commission ; 

(2) The application for rehearing on the Commission’s order of August 10, 
1948, should be denied ; 
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(3) The application for approval of transfer of the aforesaid license and 
the application for approval of the leasing of a portion of the project property 
should both be dismissed ; sab 

(4) Upon. conveyance of the facilities now covered by the license for transmis- 
sion-line project No. 589 to Imperial Irrigation District, as authorized in docket 
No. IT-5849, an application for surrender of license should be filed by the 
licensee ; and 

It is ordered that: 

(A) The pending application for rehearing on the Commission’s order of 
August 10, 19438, be and it is hereby denied ; 

(B) The pending application for approval of transfer of license for the afore- 
said project from the licensee to Imperial Irrigation District be and it is hereby 
dismissed ; 

(C) The pending application for approval of the leasing of a portion of the 
property covered by the license for the aforesaid project be and it is hereby 
dismissed ; 

(D) Upon conveyance of the aforesaid project facilities to Imperial Irri- 
gation District, an application for surrender of the license shall be filed by the 
licensee ; 

(E) Nothing herein shall be deemed as affecting the authority of the Com- 
mission over any matter other than the licensing of said facilities under section 
4 (e) of the Act as limited by the definition of “project” in section 3 (11). 


Order granting in part and denying in part, application for rehearing 
Utah Power & Light Company 


(Docket No. IT-5839) 
September 30, 1943 


Upon consideration of Utah Power & Light Company’s application for rehearing 
filed on September 1, 1943, with respect to certain requirements of the Com- 
mission’s order of August 2, 1943, supra, p. 532; and 

It appearing to the Commission that: 

(a) Paragraph (C) of the Commission’s order of August 2, 1943, requires 
Light Company, inter alia, to dispose of a write-up in its plant accounts of 
$26,434,849.26 by a charge to “Account 271, earned surplus, or if created for such 
purpose, all or any part, to Account 270, capital surplus, provided such capital 
surplus is created within six months from the date of service of” said order of 
August 2, 1943; 

(b) Paragraph (A) of the Commission’s order of August 2, 1943, requires 
Utah Power & Light Company to classify $1,026,882.93 representing intercompany 
profits, in Account 107, electric plant adjustments, and paragraph (C) requires 
the company to dispose of that amount by a charge to Account 271, earned 
surplus ; 

(c) Utah Power & Light Company has applied for rehearing with respect to 
the requirements of the Commission’s order of August 2, 1943, described in 
paragraphs (a) and (b) hereof; 

The Commission finds that: 

(1) The assignments of error in the company’s application for rehearing, with 
respect to the disposition of the write-up of $26,434,849.26, do not raise any new 
questions of fact or of law which have not been previously raised and considered 
by the Commission prior to its adoption of the order in question ; 
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(2) It is appropriate to afford Utah Power & Light Company a further oppor- 
tunity to present material and relevant evidence bearing on the classification 
and disposition of the intercompany profits of $1,026,882.93 ; 

The Commission orders that: 

(A) The application for rehearing of Utah Power, & Light Company insofar 
as it relates to the disposition of the write-up of $26,434,849.26 be and the same 
is hereby denied ; 

(B) The application for rehearing of Utah Power & Light Company insofar 
as it relates to the classification and disposition of $1,026,882.98 be and the same 
is hereby granted ; the time and place of said hearing to be fixed by further order 
of the Commission. 








